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Foreword 

The Investment Committee has developed an extensive co-operation 

programme with non-member economies. The framework guiding this co-

operation is the OECD Investment for Development Initiative, launched in 

Johannesburg in 2003.  The Annual Report reinforces accountability of the 

Initiative, brings together in a single publication a record of the main 

achievements and makes available to a wider audience some of the 

background analytical work developed under the aegis of the OECD 

Investment Committee within its investment policy work programme with 

non-member economies over the past year.  

Queries concerning the content of this publication should be addressed 

to the Investment Division of the OECD Directorate for Financial and 

Enterprise Affairs (Jonathan Coppel, Editor. Tel.: 33-1 45 24 14 47; Fax: 

33-1 44 30 61 35; email: jonathan.coppel@oecd.org; Pamela Duffin, 

Communications Officer. email: pamela.duffin@oecd.org). 

 

mailto:jonathan.coppel@oecd.org
mailto:pamela.duffin@oecd.org
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Preface  
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Investment, both domestic and foreign, is a major driver of sustained 

economic growth, poverty reduction and development. Through its Initiative 

on Investment for Development, the OECD is working to facilitate 

developing and transition economiesô endeavours to mobilise investment, to 

boost competitiveness, to create more and better jobs and to promote 

economic growth.  

These endeavours can require governments to make reforms at home 

and deal with the trade offs that result from deeper and wider ties between 

economies around the world. Inclusive globalisation is our objective and 

managing this process of economic integration to the benefit of all 

necessitates co-operation. There is consequently an important role for 

countries to share experiences and learn from each other. 

The OECD Investment for Development Initiative involves three closely 

inter-related projects. These are: i) use of the Policy Framework for 

Investment (PFI) ï the most comprehensive, multilaterally backed approach 

to date for improving investment conditions; ii) building policy 

implementation capacity; and iii)  using official development 
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assistance (ODA) more effectively to support partner countriesô efforts to 

mobilise private investment for development. 

 Through policy dialogue and capacity building activities, often 

organized in co-operation with international institutions such as the World 

Bank, we help to build a consensus for reforms, in line with internationally 

recognised good practice, and their effective implementation. The 

Investment for Development Initiative addresses a multitude of important 

investment and development policy issues including: 

¶ How to tackle the obstacles that hold back investment, such as 

weak infrastructure, cumbersome regulations and corruption. 

¶ How to extract the full development benefits of investment, for 

instance by strengthening human capacity and creating more 

and better jobs. 

A key methodology used in support of these projects is the OECDôs 

long-standing and unique peer learning approach, supported by the 

adaptation and development of investment policy tools and instruments. The 

tools and instruments are designed together with transition and developing 

country partners using a consensual approach and multi-stakeholder 

consultations, and tested through pilot assessments of volunteering 

countries. This ensures their applicability to individual region and country 

conditions as well as ownership by those using the tools. 

The Initiativeôs programme of investment policy co-operation resulted 

in a number of major achievements in 2007. In July, Egypt became the first 

Arab and first African country to sign the OECD Declaration on 

International Investment and Multinational Enterprises. Several other 

countries have applied to adhere to the Declaration. Requests from both 

OECD and non-member economies to use the Policy Framework for 

Investment have come from every continent and our regional investment 

initiatives have each applied the PFI in 2007. Applications have ranged from 

self-assessments to measuring progress made in investment climate reform 

through the Investment Reform Index, which is structured on the PFI in 

South East European economies. The Heiligendamm G8 Summit in June 

also called for active use of our policy tools and instruments, notably the 

PFI. 

Official development assistance can play a critical role in improving the 

environment for private sector activity in developing countries. It can do so 

in particular by supporting policy and institutional reform; by helping to 

remove physical and other barriers to investment, for example lack of 

infrastructure or trained people; and by directly supporting productive 

activity in ways that facilitate, rather than inhibit, the development of local 
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capital markets. However, while bilateral ODA has been increasing, 

especially since 2002, not enough has yet been done to enhance investment 

in the countries that most badly need it, for example countries operating in 

fragile environments, such as in much of sub-Saharan Africa. ODA can be 

better targeted to address the major constraints holding back investment and 

to help develop entrepreneurship. It is true that donors are supporting a vast 

range of activities that affect investment. But in line with the principles of 

the Paris Declaration on Aid Effectiveness, these activities can be better 

co-ordinated and, should, to the extent possible, be better aligned with 

developing countriesô own national development strategies. 

This Annual Report brings together a full record of the activities and 

accomplishments of the Investment for Development Initiative, thus 

reinforcing accountability. It also makes available to a wider audience 

selected background analytical work carried out over the past year in 

support of our co-operation programmes. 

Much, however, remains to be done, and we wish all the stakeholders 

working with us to meet our mutual goals another successful year.  

 
Manfred Schekulin, Chair,  

OECD Investment Committee  

 
 

Richard Manning, Chair, OECD 

Development Assistance Committee 
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Chapter 1. 

 

OECD Initiative on Investment for Development: 

Overview of Progress 

The OECD Initiative on Investment for Development provides a 

framework and an overarching strategy for organising OECD 

co-operation on policies for investment with developing and 
transition economies. In 2007 investment policy co-operation 

with non-members resulted in a number of major 
accomplishments, and new demands at a high political level 

from our members and at the Heiligendamm G8 Summit, as well 

as from our partners in transition and development for deeper 
co-operation. This chapter overviews progress in each of the 

Initiativeôs projects, the results achieved and their future 

directions over the coming year.  

Full details on the activities of the Investment for Development 

Initiative can be downloaded from the OECD website at: 
www.oecd.org/daf/investment/development.  

Contact: jonathan.coppel@oecd.org 

 

http://www.oecd.org/daf/investment/development
mailto:jonathan.coppel@oecd.org
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INVESTMENT FOR DEVELOPMENT: THE YEAR IN BRIEF  

 

On 11 July2007, Egyptbecamethe first
Araband first Africancountry to signthe
OECD Declaration on International
Investment and Multinational
Enterprises.

TheDeclarationisa wayfor governments
to commit to improvingtheir investment
climates, ensuring equal treatment for
foreign and domestic investors and
encouraging the positive contribution
that multinational companiescan bring
to economicandsocialprogress.

Egypt has been active in several
Investment for Development co-
operation programmes. They
participatedin the task force developing
the Policy Framework for Investment -
the most comprehensivemultilaterally-
backedapproachto date for improving
investment conditions -, were the first
country to pilot using the PFI at the
Global Forum on International
Investment(seeChapter2) andasa basis
for an InvestmentPolicyReviewof Egypt.
Since2006 Egyptalso chairsthe MENA-
OECD Investment programme (see
Chapter3.2).

Demandto usethe PolicyFrameworkfor
Investmenthasbeenlarge,with requests
coming from every continent and from
both OECDandnon-membercountries.

Several countries volunteered to pilot
the PFIasa tool for self-evaluationof the
investmentclimate at the GlobalForum
on InternationalInvestment(GFII)held in
Istanbulin November2006.

The regional investment initiatives -
NEPAD-OECD Africa Investment
Initiative, the MENA-OECDInvestment
Programmeandthe InvestmentCompact
for South East Europe - have each
applied the PFIin 2007 (seeChapter3).
And Vietnamis carryingout an in-depth
self-assessmentof its investmentclimate
based on the first five chapters of the
PFI, which will be presented and
discussedat the March 2008 GFII (see
Chapter3.4).

Theglobal-, regional- and bilateral-based
investment co-operation activities are
also being used to test and vet the
developmentof a PFIUser'sToolkit.
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INVESTMENT FOR DEVELOPMENT: THE YEAR IN BRIEF  

 

Policy capacity building featured
strongly in all Investment for
Development co-operation
programmesin 2007.

Bilateralco-operation with Chinaover
the pastyear,for example,focusedon
helping Chineseenterprisesto better
understandinternationally recognised
normsof businessconduct,andon FDI
statistical methodology (see Chapter
4.1).

The MENA-OECD Investment
Programme and the Investment
Compact for South East Europe
strengthenedtheir activities aimed at
supporting countries in the
implementation of reforms and in
assessingprogress.

One result from this was the
publication by the Investment
Compactin November2007 of four
How to Implement Reports, covering
investment promotion, regulatory
reform, human capital and anti-
corruption(seeChapter3.3).

The third pillar of the Investment for
DevelopmentInitiative draws lessons
on the use of ODA in support of
developing countries' efforts to
promote private investmentand uses
these to develop policy guidancefor
donors.

Over the past year efforts have
focussed on the implementation of
guidance developed in 2006 and an
exchange and assessment of
experiences among donors, partner
countries and the private sector with
using ODA to promote private
investment.

One of the outputs from this work
includes the compilation and
publication for the first time of
detailed statisticsand trends on how
ODAis being used to support private
sector development, by geographical
area and by type of assistance(see
Chapter5).
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Initiative Overview  

Continuous efforts to strengthen national policies and public institutions 

to create sound investment environments is what counts most in government 

endeavours to attract beneficial investment. The OECD Initiative on 
Investment for Development supports developing and transition economiesô 

sustained efforts to attract and generate more and better investment through 

peer learning, sharing of experience and by providing policy tools and 

instruments that build investment climate reform implementation capacity.  

Proposed at the OECD Ministerial in May 2003, the Initiative was 

launched by the OECD Investment Committee in Johannesburg in 

November 2003 at the Global Forum on International Investment. It 

received further strong support at the 2004 Global Forum hosted by India 

and at the 2005 OECD Ministerial, where Ministers reiterated their support 

to the Initiative and their commitment to helping countries build sound 

investment environments.  

The Initiative on Investment for Development is an overarching strategy 

for furthering OECD co-operation with developing and transition economies 

and includes three closely inter-related projects: 

¶ the development and use of a Policy Framework for Investment;  

¶ building policy capacity based on OECD peer learning methods; and  

¶ using ODA more effectively to support partner countriesô efforts to 
mobilise private investment. 

Different applications of the Policy Framework for Investment are 

being piloted  

In April 2006, the task force established to develop the Policy 

Framework for Investment (PFI) finalised its work, and in May at the OECD 

Ministerial meeting, Ministers welcomed the PFI and its importance as a 

policy tool that will help governments improve investment climates.
1
 They 

also called on the OECD to continue to work with non-member 

governments and other inter-governmental organisations to promote the 

active use of the PFI.  
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The G8 Heiligendamm, June 2007 Summit Declaration also endorsed 

the economic development value of the Policy Framework for Investment. It 

called on the PFI to ñébe translated into national practices and 

development strategies, especially for countries under the New Partnership 

for African Development (NEPAD) and Asia Pacific Economic Cooperation 

(APEC) frameworkò, and invited the OECD, UNCTAD and other 

organisations such as the World Bank to consider providing the necessary 

support for this purpose.  

As part of the response to this call from the G8 for co-operation, the 

2008 Global Forum on International Investment is being jointly organised 

by the OECD and UNCTAD and will lead to the development of best 

practices and policy implementation capacity for creating an institutional 

environment conducive to increased investment in support of sustainable 

development (see Chapter 2). Looking further ahead, Investment Global 

Forums will be used to review the PFI and its scope with non-member 

partners and stakeholders in light of experience with its use. 

 

What is the PFI? 

The PFI is a tool, providing a checklist of issues in ten policy domains for consideration by 

any government interested in creating an environment that is attractive to all investors and in 

enhancing the development benefits of investment to society. The policy areas covered are 

widely recognised, including in the Monterrey Consensus, as underpinning a healthy 

environment for all investors, from domestic small- and medium-sized enterprises to 

multinational enterprises. These policy areas are: Investment policy; Investment promotion 

and facilitation; Trade policy; Competition policy; Tax policy; Corporate governance; 

Responsible business conduct; Human resource development; Infrastructure and financial 

sector development and Public governance. 

The PFI gives a list of questions under each theme to encourage policy makers to ask 

appropriate questions about their economy, their institutions and their policy settings and to 

help governments determine whether their policies are likely to encourage investment. It is not 

a volume of ready-made prescriptions, nor is it binding. The questions are supported by 

annotations and complemented by references to OECD and other selected policy resources, 

such as the World Bankôs Investment Climate Surveys Database. 

The PFI promotes transparency and appropriate roles and responsibilities for governments, 

business and others with a stake in promoting development and poverty reduction, and builds 

on universally shared values of democratic society and respect for human rights, including 

property rights. Policy coherence, transparency and accountability and regular evaluation of 

policies are three principles that apply throughout the PFI. 
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©OECD Photos/Michael Sawyer 

Dr Mahmoud Mohieldin, Minister of Investment, Arab Republic of Egypt, and OECD 
Secretary General, Angel Gurria at the launch of the Egypt Investment Policy 
Review  

The PFI can be used in a variety of ways. Self-evaluation, peer reviews, 

regional co-operation and multilateral discussions can all benefit from the 

insights offered in the PFI and contribute to establish where to prioritise 

investment policy reforms. It also provides a reference point for 

international organisationsô capacity building programmes for investment 

promotion agencies, for donors as they assist developing country partners in 

improving the investment environment and for business, labour and other 

non-governmental organisations in their dialogue with governments. In each 

of these ways, the PFI advances the implementation of the United Nations 

Monterrey Consensus. 

A number of these PFI uses are already being implemented, with 

requests coming from every continent and from both OECD and non-

member countries. The highlights in these PFI applications over the past 

year include: 

¶ In the context of Egyptôs request to adhere to the Declaration on 

International Investment and Multinational Enterprises, the 

Investment Committee Secretariat prepared a background report on 
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Egyptôs investment policies, which extensively used the PFI to 

survey Egyptôs achievements and consider the remaining challenges 

that lie ahead. (The executive summary and recommendations of the 

Egypt Investment Policy Review are reproduced in the box below.)  

¶ Vietnam is carrying out a detailed self-assessment of its investment 

climate based on the investment policy, investment promotion and 

facilitation, trade, competition and tax policy chapters of the PFI. 

The findings will be presented and discussed at the March 2008 

Global Forum on International Investment. This application follows 

an APEC High-Level Public-Private Dialogue on the PFI in 

Melbourne in April 2007 (see Chapter 3.4). 

¶ The NEPAD-OECD Africa Investment Initiative Lusaka roundtable 

held in November 2007, building on the dialogue initiated at the 

Brazzaville roundtable developed and tested guidance on how to 

complete the investment related questions in the self-assessment 

phase of the APRM ï Africaôs own peer review mechanism ï 

through the development and use of PFI user guidelines (see 

Chapter 3.2). 

¶ The Investment Compact for South East Europe (SEE) published in 

November 2006 the first Investment Reform Index (IRI) report. The 

IRI covers 8 of the 10 PFI policy chapters. The results of the IRI 

provide an informed basis for SEE governments to evaluate the 

strengths and weaknesses of their investment climates and to 

communicate progress achieved in implementing policy reforms 

(see Chapter 3.3). 

A number of lessons have been learnt from these initial applications of 

the PFI. For example, one of the conclusions from Professor Mucavele, 

Executive Head of the NEPAD Secretariat, drawn from the NEPAD-OECD 

Africa Investment Initiative Brazzaville roundtable in December 2006 was 

the need to develop a handbook of methodologies on how the PFI can be 

used in an African country context. More generally, countryôs testing the 

PFI invariably sought from the OECD a methodology explaining how 

exactly to use the tool. 
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Executive Summary and Recommendations of the 

Egypt Investment Policy Review 

Historically, Egypt has not been a major destination for international direct investment. 

However, inward flows have been rising rapidly and steadily in recent years. Between 

2000/01 and 2006/07, foreign direct investment (FDI) inflows increased more than fifteen-

fold. The distribution of these flows has also been changing, with the share of flows going 

into manufacturing and services increasing from around 30% in 2004/05 to around 70% in 

2005/06, while the share going into petroleum has experienced a commensurate decline.  

These increasing FDI inflows have been largely in response to the ambitious reform 

programme started in 2004. Openness to foreign direct investment has been a core element of 

these reforms. The principle of national treatment of foreign investors is enshrined in general 

investment legislation. Foreign investment in manufacturing has been fully liberalised (with 

the exception of defence-related industries), and foreign equity participation in financial 

services and privately operated telecommunications services is now permitted up to 100%. 

With the recent migration of the investor protections and many of the benefits provided by 

the specialised Investment Guarantees and Incentives Law to the more generally applicable 

Companies Law, the Egyptian authorities are progressing towards a fully unified investment 

regime, in line with OECD recommended best practices. However, further efforts for 

improving the broader policy framework for investment are still needed. 

Egypt maintains certain limitations on foreign investment. Sectoral exceptions to national 

treatment include limits on foreign ownership in construction, maritime and air transport, 

courier services, foreign trading intermediation and preferential treatment arrangements for 

domestic bidders in public procurement. These are reflected in the list of exceptions which 

Egypt has lodged under the National Treatment instrument of the OECD Declaration and 

agrees to subject to periodic examinations in accordance with the instrument's disciplines. As 

part of the process of Egypt's adherence to the Declaration, the government has indicated a 

timetable to phase out the restrictions in construction, courier services, and with respect to 

commercial agents in relation to exports. Other discriminatory restrictions apply to foreign 

commercial presence in the form of branches in the insurance sector and in legal, accounting 

and other professions which can only be practiced by Egyptian natural persons. These 

exceptions and other restrictions are also present in a number of OECD and other adhering 

countries. 

Maximum quotas for foreigners sitting on companies' boards of directors in certain sectors 

or as a percentage of employees can also discourage foreign investment. Remaining public 

monopolies in some sectors, such as fixed line telecommunications and electricity production 

and distribution, are important obstacles to market access as well. These barriers are captured 

in Egypt's list of "other measures reported for transparency" under the National Treatment 

instrument. 

While registration procedures have been considerably simplified in large part due to the 

one-stop-shop facilities offered to enterprises, some licensing procedures remain lengthy and 

unduly complex. The temporary suspension of issuing licenses to investors, foreign and 

domestic alike, which at present appears to apply in banking (pending consolidation in the 
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sector), travel agency services (pending passage of new regulations) and in selected sectors 

that are especially energy intensive (as part of government efforts to manage energy demand 

and supply) is another problem investors have frequently encountered which calls for rapid 

resolution.  

Addressing these impediments to investment (including domestic investment) is an 

important part of the on-going reform agenda, which includes the continued progressive 

privatisation of state-owned enterprises, on-going support for the recently established 

competition authority, further improvements of the customs administration, effective 

enforcement of the intellectual property rights law, promoting public sector integrity and 

intensifying the fight against corruption. 

With regard to the Guidelines for Multinational Enterprises which are an integral part of 

the OECD Declaration, Egypt will establish a National Contact Point (NCP) at the Ministry 

of Investment. The Egyptian NCP should be visible, accessible, transparent and accountable 

and serve to make the Guidelines better known to businesses, labour representatives, and 

other interested parts of Egyptian civil society. Egypt has already subscribed to most of the 

multilateral instruments underpinning the principles and standards embodied in the 

Guidelines. 

As an adherent to the Declaration, the Egyptian government has also accepted the 

commitments under the International Investment Incentives & Disincentives instrument by 

which countries recognise the need to give due weight to the interest of other adhering 

countries affected by laws and practices in this field and endeavour to make measures as 

transparent as possible, and under the Conflicting Requirements instrument by which 

countries shall co-operate so as to avoid or minimise the imposition of conflicting 

requirements on multinational enterprises. 

 

Recognising this need the Investment Committee initiated in 2007 a 

two-year programme working with non-members, partner organisations, 

donors and stakeholders, to further promote use of the PFI by assisting in 

developing a user methodology, including indicators of progress, and in 

institutional capacity building for the effective use of the PFI in light of 

different circumstances and needs. This project will lead to the creation of a 

web-based PFI Userôs Toolkit.  

The Toolkit will provide guidelines that enable PFI users to: 

¶ Identify the specific issues, policy and institutional practices which 

need to be scrutinised to answer each PFI question; 

¶ Identify the criteria and indicators, both quantitative and qualitative 

that relate to each question, enabling an assessment of where a 

country/region is positioned relative to other countries/regions and 

of the relative strengths and weaknesses of a countryôs/regionôs 

investment climate and how fast progress is being made with the 

country/region; and 
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¶ Draw lessons from existing case studies which illustrate good 

practice, lessons learnt, and benefits achieved etc from the 

application of a principle(s) underpinning the PFI question. 

It is also scheduled in the year ahead to produce derived thematic 

chapters from the PFI. These will cover, for instance, the specific issues 

associated with mobilising private investment in the energy sector.  In 

related work, the OECD is developing policy guidance for participation by 

international investors in infrastructure projects, such as roads and airports. 

The guidelines build upon the PFI, and complement OECD work on aid-

supported infrastructure and poverty reduction. 

Working together to develop policy implementation capacity through 

peer-based dialogues 

Building policy capacity is the second pillar of the Investment for 

Development Initiative. Peer learning approaches are used and supported by 

the adaptation and development of investment policy tools and instruments. 

The tools and instruments are designed together with our transition and 

developing country partners using a consensual approach and multi-

stakeholder consultations, and tested through pilot assessments of 

volunteering countries. This ensures their applicability to individual region 

and country conditions as well as ownership by those using the tools.  

In March 2007 a new tool was added to the capacity building apparatus: 

the OECD Principles for Private Sector Participation in Infrastructure (see 

box).
2
 The Principles are intended to be used for government assessment, 

action plans and reporting, international co-operation and public-private 

dialogue, in conjunction with other investment instruments and tools, such 

as the Policy Framework for Investment, the OECD Guidelines for 

Multinational Enterprises and the OECD Risk Awareness Tool for 

Multinational Enterprises in Weak Governance Zones. They also 

complement DAC policy guidance for donors promoting pro-poor growth in 

the infrastructure sector. 

A first sectoral application of the OECD Principles for Private Sector 

Participation in Infrastructure is currently under way, with water and 

sanitation as the sector case in point. This work is part of a broader OECD 

project on Sustainable Financing to Ensure Affordable Access to Water and 

Sanitation. The practical guidance will help governments optimise their 

collaboration with the private sector for the development and better 

management of water and sanitation infrastructure. It is developed through 

reviews of some 30 developing and emerging country experiences and 

multi-stakeholder dialogues, notably regional roundtables. 



1.  OECD INITIATIVE ON INVESTMENT FOR DEVELOPMENT: OVERVIEW OF PROGRESS 

 

 

INVESTMENT FOR DEVELOPMENT: 2007 ANNUAL REPORT - 00 2007 3E 1 P - © OECD 2007 21 

 

Implementation of capacity building is carried out through the regional 

and bilateral co-operation programmes, and mostly structured around the 

organisation of evidence-based policy dialogues on a specific topic or issue 

bearing on the investment climate. The geographic coverage of the co-

operation programmes spans sub-Saharan Africa (NEPAD-OECD 

Initiative), Middle East and North Africa (MENA-OECD Programme), 

South East Europe (the Investment Compact), Russia, China, India and 

Vietnam. See Chapter 3 for details on the regional initiatives and 

Chapter 4 on the bilateral programmes of co-operation. 

Capacity building highlights from these programmes over the past year 

include: 

¶ Dialogues with China focussed on helping Chinese enterprises to 

better understand internationally recognised norms of business 

conduct, and sharing experience on FDI statistical methodology. 

More compatible and accurate statistics will enable China and its 

investment partners to understand clearly the pattern of Chinaôs 

inward and outward FDI flows, providing a sounder basis for 

analysis. (See Chapter 4.1.)  

OECD Principles for Private-Sector Participation in Infrastructure  

The OECD Principles for Private Sector Participation in Infrastructure aim to help 

governments work with private sector partners to finance and bring to fruition infrastructure 

projects in areas of vital economic importance, such as transport, water, power supply and 

telecommunications.  Specifically, they offer a coherent catalogue of policy directions to be 

assessed as a first step in the authoritiesô consideration of effective ways of involving the 

private sector in their infrastructure sectors, in light of their own national circumstances and 

needs.  

The Principles cover five main issues: 1) deciding on public or private provision of 

infrastructure services; 2) establishing an enabling policy framework for investment; 3) 

enhancing the publicôs acceptance and the governmentôs capacities to implement agreed 

policies; 4) making the co-operation between the public and private sectors work; and 5) 

communicating governmentôs expectations about responsible business conduct to their private 

partners. 

The principles are of applicability to foreign and domestic operators, and to the various 

forms private sector participation can take. They can be used as a template for country self-

assessment at national and local government levels, an aid for progress reporting by public 

authorities, a tool for structuring regional and other inter-governmental co-operation and 

public-private dialogues. They may also be used by donors as a reference point, and 

complement donor guidance on pro-poor growth in the infrastructure area. 
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¶ MENA governments have developed National Investment Reform 

Agendas (NIRAs). The MENA-OECD Programme organised 

workshops in Egypt, Oman, Jordan, Morocco, Lebanon and the 

United Arab Emirates to review and support the implementation of 

the NIRA reform road maps in these countries. (See Chapter 3.1.)  

¶ The NEPAD-OECD Africa Investment Initiative, Lusaka 

Roundtable in November drew on the OECD Principles for Private 
Sector Participation in Infrastructure to develop and test guidance 

which can be used in an African country context and tailored to the 

specificities of the water and sanitation sector. It also tested and 

vetted draft methodologies for applying the PFI in the context of the 

APRM process. (See Chapter 3.2.) 

¶ The Investment Compact strengthened their activities aimed at 

supporting countries in the implementation of reforms and in 

assessing progress made. Four How to Implement Reports, covering 

investment promotion, regulatory reform, human capital and anti-

corruption were published. (See Chapter 3.3.)  

The methods and results from the Investment for Development Initiative 

are creating new demands at a high political level to deepen investment 

policy co-operation. At a wider level, the 2007 OECD Ministerial Meeting 

recognised the need to further expand the OECDôs global reach, policy 

impact and relevance, and supported strengthening OECDôs engagement 

with countries and regions of strategic interest to the Organisation. These 

countries include Brazil, India, China and South Africa. Countries of South 

East Asia were also regarded as having highly dynamic and influential 

economies and deserving further attention.  

The Heiligendamm G8 Summit also gave recognition to the OECD co-

operative work on investment and on investment for development and called 

for its continuation and financial support (see Box).  Details on how the 

Organisation will respond to the work called for in the Heiligendamm 

Summit Declarations and the processes used have yet to be agreed by all the 

stakeholders concerned. Looking ahead though, a component of the 

reinforced co-operation programme and a part of the Investment for 

Development Initiative will be the first OECD Investment Policy Review of 
India, which is expected to be published in the second half of 2009.  
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Using ODA more effectively to mobilise investment for development 

The third pillar of the Investment for Development Initiative draws 

lessons on the use of Official Development Assistance (ODA) in support of 

countriesô efforts to create a sound investment environment in developing 

countries. In 2005, the Investment and Development Assistance Committees 

presented to the 2005 OECD Ministerial Meeting a joint report on the role 

of ODA to mobilise investment for development. The report pointed to the 

need for donors to be more strategic, better co-ordinated and guided by more 

systematic learning of what works and does not work to address binding 

constraints at national and sector levels that are holding back investment. 

DAC highlights the PFI as a tool that complements its guidance for 

identifying the obstacles that crimp investment. 

During 2006 more specific policy guidance for donors was developed 

within the Development Assistance Committee (DAC) in consultation with 

a range of stakeholders including the Investment Committee. Chapter 5 

publishes newly compiled statistics on how ODA is being used to support 

investment-based private sector development programmes, by geographical 

area and by type of assistance. This shows how ODA aimed at bettering 

investment climates after having declined in the late 1990s has risen sharply 

since the beginning of this decade (see Figure). 

Investment for development and the Heiligendamm G8 Summit 

Freedom of Investment, Investment Environment and Social Responsibility was one of the 

key themes of the G8 Heiligendamm Summit of 6-8 June 2007. (Annex 1 reproduces the 

Summit Declaration relating to this theme.) The Declaration called for deeper co-operation 

and closer engagement with transition and developing country partners.  

The work of the OECD Investment Committee, including outreach activities organised 

under the auspices of the Investment for Development Initiative received high recognition. The 

Summit Declaration called for continuation of the Committeeôs project on Freedom of 

Investment, National Security and ñStrategicò Industries, additional non-member adherences 

to the OECD Declaration on International Investment and Multinational Enterprises, active 

use of the Policy Framework for Investment in developing countries  and wider dissemination 

of the OECD Risk Awareness Tool for Multinational Enterprises in Weak Governance Zones.  

The G8 Summit Declaration of 8 June 2007 on Africa endorsed the NEPAD-OECD Africa 

Investment Initiative, stating ñWe will individually and collectively continue to support 

initiatives which address the investment climate, such aséthe NEPAD-OECD Africa 

Investment Initiativeò.  
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Figure 1. DAC country ODA in support of bettering the investment climate  

 

Source: OECD-DAC, Creditor Reporting System 

For its part, the Investment Committee supports efforts to use ODA 

better to help developing countries improve their enabling environment, and 

to promote the observance of the OECD Guidelines for Multinational 

Enterprises thereby enhancing the positive contribution of responsible 

international business to development. For example, in November 2007 the 

NEPAD-OECD Africa Investment Initiative Lusaka Roundtable provided 

African countries advanced in the APRM ï Africaôs own peer review 

mechanism ï an understanding of the principles and practices of ODA for 

investment climate reform. This has helped African countries to mobilise 

resources to support implementation of the National Programme of Action 

that result from the APRM process. The Lusaka roundtable also examined 

the role for donors in developing the uptake of financial risk mitigation 

mechanisms to help to attract private investment in the water and sanitation 

sector (see Chapter 3.2). 

 

Notes 
                                                        

1.  The text of the PFI can be downloaded from the OECD website at: 

www.oecd.org/daf/investment/pfi. 

2. The Principles can be downloaded from the OECD website at: 

www.oecd.org/daf/investment/instruments. 
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Annex 1 

 

Excerpt from G8 Summit Declaration on Freedom of Investment, 

Investment Environment and Social Responsibility* 

 

GROWTH AND RESPONSIBILITY 
IN THE WORLD ECONOMY 

Summit Declaration (7 June 2007) 

 

FREEDOM OF INVESTMENT, INVESTMENT ENVIRONMENT  
AND SOCIAL RESPONSIBILITY 

9. We recognize that the increase of cross-border direct investment is a 
major factor shaping the worldôs economy. Provided appropriate 
framework conditions are in place, such inflows make a major positive 
contribution to economic growth, social and environmental development. 
We note four areas for action in order to maximize the benefits from 
cross-border investment:  

¶ reinforcing our G8 commitment to the freedom of investment, 

¶ promoting an open investment environment in industrialised countries and 
emerging economies, 

¶ enabling greater benefits from and sustainability of foreign direct 
investments (FDI) for developing countries, 

¶ promoting and strengthening corporate and other forms of social 
responsibility. 

Freedom of investment 

10. We will work together to strengthen open and transparent investment 
regimes and to fight against tendencies to restrict them. Erecting barriers 

                                                        
*
  The full text of the G8 Summit Declaration, as well as all other documentation relating to 

the summit can be accessed via the G8 website at www.g-8.de. 

http://www.g-8.de/
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and supporting protectionism would result in a loss of prosperity. We 
therefore agree on the central role of free and open markets for the world 
economy, respecting sustainability concerns, and the need to maintain 
open markets to facilitate global capital movements. We reaffirm that 
freedom of investment is a crucial pillar of economic growth, prosperity 
and employment. We call on all developed countries, major emerging 
economies and others to critically assess their investment policies, the 
potential costs incurred from unnecessarily restrictive or arbitrary policies 
and the economic benefits of open investment regimes. 

11. Against this background we remain committed to minimize any 
national restrictions on foreign investment. Such restrictions should apply 
to very limited cases which primarily concern national security. The 
general principles to be followed in such cases are non-discrimination, 
transparency and predictability. In any case, restrictive measures should 
not exceed the necessary scope, intensity and duration. Applicable 
treaties relating to investment remain unaffected. We encourage the 
OECD to continue its work on these issues, especially by identifying best 
practices and by further developing general principles. We will work with 
the OECD and other fora to develop further our common understanding 
of transparency principles for market-driven cross border investment of 
both private and state-owned enterprises. 

The global investment environment 

12. Emerging economies benefit considerably from inward FDI while 
acting increasingly as countries of origin of FDI. We see the need and 
the opportunity to work towards a level playing field for all investors. 
Companies from G8 countries investing in emerging economies expect 
to find the same open investment environment as companies from such 
countries investing in G8 countries. Openness to investment is beneficial 
for all parties involved. 

13. We underscore that market-driven technology transfer is an 
important globalisation catalyst. Governments have a role in establishing 
and maintaining the appropriate institutions and legal regulatory policy 
frameworks necessary to enable technology flows on a commercial basis 
and assuring the respect of intellectual property rights. 

14. Open and transparent procurement markets are an important 
precondition for cross-border investments. We invite all our partners, in 
particular the major emerging economies, to create a level playing field 
for national and foreign tenderers. This may include considerations to 
join the WTO's Government Procurement Agreement (GPA).  

15. We call on the emerging economies to adopt the OECD Declaration 
on International Investment and Multinational Enterprises. We invite the 
major emerging economies to participate in a structured High Level 
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Dialogue on investment conditions in industrialised countries and 
emerging economies as part of the Heiligendamm Process. A 
stocktaking exercise, an examination of best practices and the 
implementation of peer review mechanisms to promote an open, efficient 
investment environment that aims to remove remaining barriers to 
investment should be a good start. We ask the OECD to provide a 
platform for such a dialogue. 

Investment in developing countries 

16. Unlike industrialized and emerging economies, many less advanced 
developing countries often reap only inadequate benefits from FDI. In 
shared responsibility with our developing country partners we want to 
enable quality FDI inflows to grow, inflows that help local infrastructure 
facilitate the operations of national and foreign investors that improve the 
skills of the local labour force and the advantages of transfers of 
management skills and technology that accrue from FDI increase, and 
that support the ability of domestic firms to supply inputs to foreign-
invested companies or strengthen international value chains. Economic, 
social and environmental aspects of sustainability are crucial in order to 
maximize the FDI benefits for all developing countries, including least 
developed countries. 

17. We support the regional and multilateral development banks (MDBs), 
including the International Finance Corporation (IFC) and the Multilateral 
Investment Guarantee Agency (MIGA), in addressing the problem of 
poor business environments in their borrowing members and urge them 
to integrate efforts to address these impediments to investment in their 
country strategies and budgets. 

18. We support the initiative of G8 Finance Ministers to foster the 
development of deeper, more liquid local bond markets in emerging 
economies. This can make an important contribution to reducing the 
vulnerability of individual countries to crises and to enhancing the 
financial stability of emerging countries as a whole.  

19. We support the OECD Policy Framework for Investment and 
UNCTAD Investment Policy Reviews as valuable mechanisms in 
defining a shared understanding of healthy investment climates in 
emerging economies and developing countries. The OECD Policy 
Framework for Investment could be translated into national practices and 
development strategies, especially for countries under the New 
Partnership for African Development (NEPAD) and Asia Pacific 
Economic Cooperation (APEC) framework. We invite the OECD, 
UNCTAD and other organisations such as the World Bank to consider 
providing the necessary support for this purpose. 



1.  OECD INITIATIVE ON INVE STMENT FOR DEVELOPMENT: OVERVIEW OF PROGRESS 

 

 

28  INVESTMENT FOR DEVELOPMENT: 2007 ANNUAL REPORT - 00 2007 3E 1 P - © OECD 2007 

20. We invite UNCTAD and the OECD to jointly engage industrialized 
countries, emerging economies and developing countries in the 
development of best practices for creating an institutional environment 
conducive to increased foreign investment and sustainable development. 
Such a comprehensive process should be closely connected with the 
twelfth UN Conference on Trade and Development (UNCTAD XII) 
planned for 20th to 25th April 2008 in Accra (Ghana). 

Investment and responsibility ï the social dimension of 
globalization 

21. Globalization and technological progress have resulted in rapid 
structural change in many regions and economic sectors. We 
acknowledge that structural change is the inevitable result of progress 
and that it brings dislocations along with opportunities. Open markets 
rest on political acceptance, social inclusion, gender equality and the 
integration of traditionally under-represented groups such as older 
workers, youth, immigrants and persons with disabilities. In order to 
address the social dimension of the globalisation process, we identify the 
four following areas of action. 

22. Promoting and further developing social standards: We are 
convinced that a globalisation that is complemented with social progress 
will bring sustainable benefits to both industrial and developing countries. 
We recognize our responsibility for an active contribution towards this 
objective. Therefore, we support the International Labour Organizationôs 
(ILO) Decent Work Agenda with its four pillars of equal importance: the 
effective implementation of labour standards, especially the ILO core 
labour standards, the creation of more productive employment, further 
development of inclusive social protection systems and the support of 
social dialogue between the different stakeholders.  

23. While stressing that labour standards should not be used for 
protectionist purposes, we invite the WTO members and interested 
international organizations, in close collaboration with the ILO, to 
promote the observance of internationally recognized core labour 
standards as reflected in the ILO declaration on Fundamental Principles 
and Rights and its follow-up. We also commit to promoting decent work 
and respect for the fundamental principles in the ILO Declaration in 
bilateral trade agreements and multilateral fora. 

24. Strengthening the principles of Corporate Social Responsibility: In 
this respect, we commit ourselves to promote actively internationally 
agreed corporate social responsibility and labour standards (such as the 
OECD Guidelines for Multinational Enterprises and the ILO Tripartite 
Declaration), high environmental standards and better governance 
through OECD Guidelinesô National Contact Points. We call on private 
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corporations and business organizations to adhere to the principles in 
the OECD Guidelines for Multinational Enterprises. We encourage the 
emerging economies as well as developing countries to associate 
themselves with the values and standards contained in these guidelines 
and we will invite major emerging economies to a High Level Dialogue 
on corporate social responsibility issues using the OECD as a platform. 

25. We stress in particular the UN Global Compact as an important CSR 
initiative; we invite corporations from the G8 countries, emerging nations 
and developing countries to participate actively in the Global Compact 
and to support the worldwide dissemination of this initiative.  

26. In order to strengthen the voluntary approach of CSR, we encourage 
the improvement of the transparency of private companiesô 
performances with respect to CSR, and clarification of the numerous 
standards and principles issued in this area by many different public and 
private actors. We invite the companies listed on our Stock Markets to 
assess, in their annual reports, the way they comply with CSR standards 
and principles. We ask the OECD, in cooperation with the Global 
Compact and the ILO, to compile the most relevant CSR standards in 
order to give more visibility and more clarity to the various standards and 
principles.  

27. Reinforcing Corporate Governance: Corporate governance is a key 
element in improving economic efficiency and growth as well as 
enhancing investor confidence. Good corporate governance provides 
proper incentives for the board and management to pursue objectives 
that are in the interests of the company and its shareholders and 
facilitates effective monitoring and surveillance. While corporate 
governance challenges are present everywhere, they are particularly 
acute in emerging economies. We encourage the widest adherence to 
the OECD Corporate Governance Principles and support the 
continuation of the work of the OECD / World Bank Regional Corporate 
Governance Roundtables.  

28. Investing in social protection systems: Social protection is an 
investment in a country's economic future and a cost-effective way of 
fighting poverty. It includes appropriate protection against life's major 
risks and appropriate coverage for everyone, aiming at improved 
education and health. Social protection has the capacity to contribute to 
individual employability and to ensure that those who can work obtain 
adequate support to find employment and to obtain skills demanded by 
the labour market.  

29. Social protection systems contain some universal elements and 
should be based on values such as social equity, fairness, and justice in 
order to promote equal opportunities and participation. We believe that 
social security systems require further development and extension of 
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coverage taking into account nationsô abilities to provide such coverage 
given their varying states of economic growth and recognizing the fact 
that there can be no one size fits all model of social protection. We agree 
to keep this issue on our development policy agenda, encouraging 
relevant international organizations to work in close cooperation on this 
issue. We recognize that in conjunction with economic growth and active 
labour market policies, social security is an instrument for sustainable 
social and economic development. 
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Chapter 2. 

 

Global Forums on International Investment: 

Implementing the Policy Framework for Investment 

The Global Forum on International Investment mission is to 

promote investment for growth and sustainable development by 

engaging governments world-wide and interested stakeholders 
in peer learning and dialogue on emerging issues facing the 

investment policy community. 

Earlier global forums in Johannesburg, New Delhi and Rio de 

Janeiro have focussed on the development of the Policy 

Framework for Investment and using aid more effectively, two of 
the three pillars of the Investment for Development Initiative. 

With the development of the PFI now complete, Global Forums, 

starting with the 2006 GFI in Istanbul, focus on using the PFI. 
This chapter overviews the role and activities of the GFI, 

summarises the outcomes of the 2006 Istanbul GFI and outlines 
the theme for the next GFI. 

Full details on the Global Forum for International Investment 

can be downloaded from the OECD Investment website at: 
www.oecd.org/daf/investment/GFI.  

Contact: michael.gestrin@oecd.org   

 

 

http://www.oecd.org/daf/investment/gfii
mailto:michael.gestrin@oecd.org
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The annual Global Forum on International Investment (GFI) is one of 

the main OECD Investment Committee programmes aimed at addressing the 

challenge of framing investment policies in a way that supports and 

reinforces economic development. Through the GFIs the Investment 

Committee takes an active role in helping to achieve the Millennium 

Development Goals (MDG) by sharing its expertise in establishing and 

organising platforms so that all stakeholders and players can work towards 

maximising the potential benefits of investment from a development 

perspective.  

The GFIs are designed to be open and consensual. This approach incites 

the international investment community to come together to exchange views 

and ideas on emerging issues in a receptive and inclusive context and fosters 

a deep understanding of best practices, which is especially apt for 

investment policy, since many policy domains bear directly or indirectly on 

the investment climate. In short, the GFI provides the platform for peer 

learning and policy dialogue on issues for which the relevance of OECD 

work is dependent on interaction with relevant non-Members world-wide. 

Global Forums also promote multidisciplinary and horizontal approaches 

and foster partnerships with other intergovernmental organisations. 

Objectives and results of the Global Forum on International Investment 

The specific objectives of the GFI are as follows: 

¶ to raise awareness among the wider investment policy community and 

promote use of best practice instruments and other work produced by 

the Investment Committee and, as relevant, other OECD bodies; 

¶ to hear and better integrate the voice of non-member countries in 

instruments and other work under development by the Committee with 

observers and other non-member partners at the OECD; 

¶ to establish a global network of investment policy makers for facilitating 

peer learning and capacity building; 

¶ to explore emerging issues of global relevance, likely to set the future 

investment agendas. 

The GFI has proven to be a useful vehicle for consulting broadly and 

advancing the work on the Policy Framework for Investment, the OECD 

Principles for Private Sector Participation in Infrastructure and other 

projects. The GFI was also an effective platform for launching the OECD 

Initiative on Investment for Development itself and laying the foundations 

for closer co-operation with new partners (e.g. India) and regional 

investment initiatives (Africa/NEPAD, Asia/APEC, South America). 
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Business and other civil society groups have taken an active part in GFI 

discussions.  

Taken together, the deliberations at the recent GFIs provided feedback 

to the task force developing the PFI as well as enabling a regional 

perspective and input. This was an important part of the process in the 

development of the PFI. Now that the PFI is complete, the GFI plays an 

important role in promoting the use of the PFI, reviewing experience and 

assessing its policy impact. They also enable countries that have used the 

PFI, either individually or in the context of the various regional initiatives 

outlined in Chapter 3, to share their experiences. This body of policy 

experience helps to guide future uses of the PFI, as well as inform reviews 

of the Framework and the development of methodologies aimed at helping 

governments maximise the development benefits from the PFI.  

The first GFI centred on the use of the PFI took place in Istanbul, on 

6-7 November 2006. Participating countries were invited to present their 

investment climate and policies, applying the Policy Framework for 

Investment by ways of self-assessment and encouraging peer discussions 

and comparisons with the experiences of other countries. Egypt, Costa Rica 

and Romania each made a self assessment of their investment climate based 

on selected chapters of the PFI. 

The main other individual topic of the Istanbul GFI was international 

investor participation in infrastructure. Governments around the world are 

increasingly inviting international investment into their infrastructure 

sectors, to leverage public finance and in order to reap efficiency gains. Not 

all projects have been successful. The GFI discussed the experiences so far 

and aimed to establish success criteria, including regarding the domestic 

investment climate, modes of public-private co-operation and responsible 

business conduct. See Annex 1 for a summary report on the discussions and 

conclusions drawn from the event.  

Strengthening the GFI 

Starting from 2007 the annual meetings of the GFI will be held in Paris, 

back-to-back with the meeting of the Investment Committee. This should 

ensure fuller participation of Investment Committee members as well as 

broadening the geographic composition of non-member representation. 

Another organisational change designed to strengthen the impact and 

visibility of the GFI is the establishment of a Steering Group for the GFI 

open to China, India, Russia, South Africa, other non-members which have 

regularly participated in past GFIs and the PFI Task Force, as well as Brazil 

and other non-member adherents to the Declaration. The roles of the 
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Steering Group will be to provide strategic direction, oversee the intellectual 

design and content and to assist in the dissemination of outputs from the 

GFI. 

 
Mr Ali Babacan, Minister of State and Chief Negotiator with the EU, Republic 
of Turkey addressing the 2006 Global Forum on International Investment 

The theme of the next GFI, scheduled for 27-28 March 2008, concerns 

best practice in promoting investment for development. The GFI will take 

advantage of the valuable experience that has been gained from putting 

different parts of the PFI into practice in both OECD and non-OECD 

economies. This will include a number of sessions focussed on vetting the 

content, user friendliness and practicality of draft sections of the PFI Users 

Toolkit (see Chapter 1). 

The relationship between investment and development was a key theme 

during the 2007 G-8 Summit, which called upon ñUNCTAD and the OECD 

to jointly engage industrialized countries, emerging economies and 

developing countries in the development of best practices for creating an 

institutional environment conducive to increased foreign investment and 

sustainable development.ò In response to this call for co-operation, the 2008 

GFI is being jointly organised for the first time by the OECD and 

UNCTAD. The outcomes from the GFI and other joint events will be 

presented to the Ministerial Investment Roundtable to be co-chaired by the 

Secretaries General of the two organisations during UNCTAD XII in Accra, 

Ghana, on 20-25 April  2008.  
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Annex 1 

 

Summary Report from the OECD Conference on 

Enhancing the Investment Climate: the Case of Infrastructure 

 

Istanbul, Turkey 
6-7 November 2006 

 

OECD GLOBAL FORUM ON 
INTERNATIONAL INVESTMENT    

TTuurrkkiisshh  TTrreeaassuurryy 

Enhancing the Investment Climate: the Case of Infrastructure 

 
Hosted by the Government of Turkey and 
organised by the OECD Investment Committee 
in partnership with the World Bank  

 

The OECD Global Forum on International Investment (GFI) was 

opened by the OECD Deputy Secretary-General and Turkey's Minister of 

State and Chief Negotiator for EU Affairs.  The GFI was attended by 

representatives from governments, international organizations, business, 

labour and civil society. The number of registered participants was 208, 

including a Minister of Finance (Turkey), a Minister of Trade (Costa Rica), 

5 OECD ambassadors, and approximately 20 Directors or Deputy Directors 

of investment promotion agencies. The World Bank was an official sponsor 

of the Conference, providing financial assistance for participants from 

developing countries.  

Executive summary of discussions 

The first GFI session centred on the use of the PFI took place in 

Istanbul, on 6-7 November 2006. This session featured presentations by 

three countries at different levels of engagement in PFI-based exercises.  

Costa Rica, represented by Trade Minister Marco Vinizio Ruis, is in the 

early planning stages, and the Minister indicated that his main purpose in 

attending the GFI was to learn more about options for using the PFI from 

countries that had already started doing so. Egypt, represented by Mr. Ziad 
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Ahmed Bahaa El Din, the Chairman of the General Authority for Investment 

and Free Zones (GAFI), was one of these countries. 

Within the context of the on-going process for Egyptôs adherence to the 

OECD Declaration for International Investment and Multinational 

Enterprises, Egypt began a PFI-based self evaluation in mid-2006 using the 

chapters on investment, investment promotion and facilitation and trade 

policy. The results of this first-ever self-evaluation highlighted policy 

challenges faced by Egypt for improving its investment climate as well as 

methodological issues that future users of the PFI should be mindful of.  

The challenges faced by Egypt that emerged from the self evaluation 

include a licensing system that continues to burden businesses, dispute 

settlement mechanisms that operate adequately for large investors but that 

remain difficult or even out of reach for SMEs, the related challenge of 

providing adequate financing for SMEs, and further opportunities to 

encourage internationally competitive investment by reducing various 

obstacles to trade.  The representative from Egypt also indicated that their 

efforts to establish a ñone-stop shopò had not been a panacea.  

Methodological lessons learned by Egypt concerned issues of inter-

agency co-ordination. Although the representative from Egypt 

acknowledged that interagency co-operation can be difficult, he also 

identified this inherent requirement of the PFI process as one of its particular 

strengths. By requiring a certain amount of interagency cooperation, the PFI 

can serve to sensitise agencies whose mandate is not specifically aimed at 

improving the investment climate to their potential impact (either positive or 

negative).  

Another methodological issue raised by Egypt concerned the role of 

investment promotion agencies (IPAs) in PFI-based work. Investment 

promotion agencies face an inherent conflict when it comes to providing 

critical answers to PFI questions. This frank assessment (by the head of 

Egyptôs IPA) of the potential for conflict of interest for IPAs engaged in 

PFI-based assessments would seem to suggest the need for balancing 

mechanisms (e.g. the involvement of ministries with broad economic 

portfolios) when -- as will often be the case -- an IPA is given coordinating 

responsibility for a PFI self-assessment. 

The next presentation, by the Deputy Director of the OECD Directorate 

for Financial and Enterprise Affairs, was on the Investment Reform Index 

(IRI), a policy tool developed within the context of the South East Europe 

Investment Compact initiative. This presentation showcased how the IRI is 

structured and how it has been used as a metric for evaluating reform efforts. 

The IRI methodology, which could be applied to future uses of the PFI, 

encourages structured policy debate between the public and private sectors, 
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and exchanges of good practices between policy experts.  The IRIôs 

combination of comparative scoring, an emphasis on government 

participation and the provision of concrete guidance on how to apply good 

practices has created a strong impetus for effective policy reform.  

Following this overview of the IRI, Mrs. Cornelia Simion, the Director 

of Romaniaôs Business Environment Unit, presented Romaniaôs experience 

with the IRI. In contrast with Egyptôs qualitative self-assessment approach, 

the IRI could be described as a quantitative regional benchmarking 

approach. The IRI covers many of the same policy areas as the PFI, for 

which specific indicators have been developed to allow a quantitative 

assessment of where countries in South East Europe stand with respect to 

their policy reforms. In this regard, Egypt and Romania highlighted the 

broad range of implementation options for the PFI depending upon the 

objectives of the countries involved. Furthermore, despite their very 

different approaches, both Egypt and Romania indicated strong satisfaction 

with how their respective initiatives have worked, emphasising one of the 

underpinning philosophies of the PFI, namely that one size does not fit all. 

In short, the PFI self-evaluation session of the Istanbul GFI had two 

concrete outcomes. First, Costa Rica indicated that it favoured starting with 

the ñEgyptian approachò. The underlying objective of a PFI-based self-

assessment would be to build on the policy reforms of recent years and to 

help develop what the Minister referred to as Costa Ricaôs areas of ñreal 

competitivenessò (as opposed to areas of economic activity that have 

traditionally relied upon tax or other incentives). Second, Egypt indicated its 

plans to extend its self-assessment to all ten chapters of the PFI. Originally 

the pilot project in Egypt was intended to cover only the first three chapters. 

However, in light of Egyptôs positive experience during the pilot study, the 

government decided to extend its self-assessment to the whole PFI. 

The second day of the GFI focused on infrastructure and was organised 

in accordance with the structure of the draft OECD instrument, Principles 

for International Investor Participation in Infrastructure. The draft 

Principles were introduced to participants by Investment Committee Chair 

Manfred Schekulin, and comments were invited. The first part of the 

discussion, recognising that many less successful infrastructure projects in 

the past have faltered on institutional weaknesses, rather than project design, 

focused on the link between the investment climate and infrastructure 

investment. The second part explored the options for establishing a climate 

of cooperation between investors, authorities and stakeholders to enhance 

the chances of success in the duration of such long-term contractual 

relationships. The final part of the discussion focused on the challenge of 

ensuring responsible business conduct in the infrastructure sector, including 
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in developing countries and countries with weak public and corporate 

governance.  

Participants agreed with the notion that the general investment climate is 

among the most important prerequisites for the success of privately-invested 

infrastructure projects. The outcome of projects depends strongly on the 

quality of the political, economic and regulatory environment in which it 

takes place. The quality of the legal environment is of paramount 

importance, for unless the rule of law is firmly established, and regulation 

consistently enforced, investment is fraught with risk. The fight against 

corruption ï on both the supply and demand side ï is considered a sine qua 

non for success.  

Several discussants cautioned against a temptation to see private 

investment in infrastructure as a panacea and argued that the Principles 

should not be read as an unconditional endorsement of privatisation. The 

choice between public and private provisioning should ultimately rely on an 

assessment of which approach serves better the public interest. In a similar 

vein, civil society representatives opined that the public interest is 

intrinsically linked with sustainable development and warned that the 

Principles, while relevant in their own right, could be losing an important 

dimension by focusing more narrowly on the process of private investor 

involvement.   

Authorities need to ask themselves other important questions at the 

outset of an infrastructure project. For example, a transfer of infrastructure 

services to the private domain gives rise to the question: how much 

subsidisation will be needed, and available, to render services affordable to 

households. Finally, authorities need to ensure that the involvement of 

private investors in infrastructure does not lead to a breakdown in budgetary 

discipline through off-budget financing and failure to account for guarantees 

and contingent liabilities.  

Authorities need also to consider how much risk their private partners 

shall be expected to undertake, and how to obtain a realistic balance 

between risks and returns. A difference of perspectives became obvious as 

private sector representatives, on the one hand, argued that infrastructure 

projects in the past have faltered because public authorities shifted risks that 

were essentially political onto their private partners. On the other hand, civil 

society representatives warned that the Principles cannot be seen to indicate 

that the public sector invariably bears ultimate responsibility and private 

investors are expected mainly to perform self-justice and due diligence.  

Several delegates noted the inevitable ñpolitisationò of infrastructure 

projects.  Private investors are often invited into national infrastructure 

sectors at a point where basic services are already at risk. A shift to cost-
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recovery pricing to finance the new capital spending is often seen by 

existing consumers as a denial of well-earned rights, and authorities have 

sometimes felt a necessity to associate themselves with this criticism. A 

policy of transparency and inclusive dialogue with all stakeholder groups 

produce the best long-term results.  

There was general agreement that successful private involvement in 

infrastructure is feasible only when both the public and the private 

participants are willing to enter into a bona fide partnership for a 

considerable period of time. This gives rise to a number of issues, including: 

(i) a need for authorities to make policy objectives, as well as the 

expectations to individual projects, clear; (ii) an output-based project 

definition in which the general public rather than the public sector is seen as 

the client; (iii) a need to secure a high degree of transparency in the public-

private partnership, including in the context of political change, where all 

project-relevant data are fully disclosed. 

Strong and enforceable contracts are vital to successful projects, but 

they cannot cover all aspects of a partnership. Renegotiations of contracts 

are a normal consequence of long-term partnerships, but they should 

nevertheless be kept to a minimum. The best way of balancing the ñsanctity 

of the contractò with the necessary flexibility may be to include contractual 

stipulations specifying under what circumstances revisions to the original 

agreement shall be considered. Political and regulatory changes are a fact of 

life and need to be accepted as such by infrastructure investors. However, 

they should they take place in an open and transparent fashion including 

stakeholder involvement. 

The discussion of responsible business conduct (RBC) opened with a 

presentation of the OECD Guidelines for Multinational Enterprises and 

their relevance to the infrastructure sector. Participants agreed that RBC 

may be particularly challenging in the case of the large scale ï and often 

environmentally and socially charged ï investment projects of the 

infrastructure sector, particularly in poor countries and countries with weak 

governance. The possibility of encouraging RBC through financing channels 

ï e.g. as part of project finance or ethical investment vehicles ï on the basis 

of instruments such as the Equator Principles was also discussed.    

Three particular areas of concern arose during the discussions. In the 

construction phases, occupational health and safety is of high priority. 

Construction is one of the relatively few segments of the labour market 

where serious accidents and injuries remain commonplace. In weak 

governance zones responsible investors need to consider safety measures 

that exceed regulatory requirements. Consultations with affected 

communities, timely measures to protect the environment and a participatory 
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approach to expropriation and resettlement programmes are also seen as 

very important.  

The issue of corrupt and other irregular practices received particular 

attention. The scale of many infrastructure projects creates an incentive to 

offer and solicit bribes in the awards phases, and it makes them a potential 

source of patronage throughout their duration. In addition, allegations that 

infrastructure operators have brought political pressures to bear on the 

authorities of some countries to privatise infrastructure assets contrary to the 

public interest are problematic from a corporate ethics perspective. 

Much of the discussion focused on the difficulties with responsible 

business conduct, and the Guidelines in particular, outside the OECD area. 

Several participants argued that developing country governments, in 

addition to strengthening their legal and regulatory frameworks, may need to 

establish more formal structures for addressing corporate ethics. Some 

pointed to the ñNational Contact Pointsò of OECD countries as a model and, 

potentially, a vehicle for international cooperation.    

Prior to the Global Forum, a Country Roundtable on Turkey took place. 

Participants discussed which experiences to draw from regarding Turkeyôs 

efforts at structural reform in recent years, including work on the Turkish 

investment climate. Most of the delegates felt that a successful programme 

of macroeconomic stabilisation has been at least as important to Turkeyôs 

recent upswing in inward investment as concrete steps toward improving the 

investment climate. Both a spectacular drop in inflation and a reduction of 

the general government budget deficit to almost zero have enhanced the 

predictability of the macroeconomic environment. A concomitant pick-up in 

economic growth and the rollout of a privatisation programme have attracted 

investors as well.  

There was a shared view at the Turkey Roundtable that recent success 

should not lead to complacency. Countries and regions develop investment 

promotion strategies, and establish investment promotion agencies at a rapid 

pace: the result is a heightened competition for direct investment. This is 

further compounded by the fact that countries increasingly target ñhigh-

value FDIò in prioritised sectors and hence find themselves chasing the 

same projects as a large number of other nations. The conclusion of this is 

that small differences between countriesô enabling environments for 

investment are likely to become increasingly important for the location of 

international investment projects. Against this background, participants 

encouraged Turkey to continue its process of structural reform, including in 

areas such as the commercial code, licensing procedures and fees, corporate 

governance and access to land. 
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Chapter 3. 

 

Regional Initiatives: Driving Employment and 

Economic Growth through Investment 

3.1. MENA-OECD INVESTMENT PROGRAMME 

3.2. NEPAD-OECD AFRICA INVESTMENT INITIATIVE  

3.3. SOUTH EAST EUROPE INVESTMENT COMPACT 

3.4. EMERGING ASIA 

 

The OECD has established in partnership with other players in 

the domain of investment a series of regional initiatives and 

programmes that seek to promote and support policy reforms 
aimed at improving the investment climate and maximising the 

benefits of private investment for development. The programmes 

also play an important role in providing capacity-building 
capabilities for policy makers in these regions. The programmes 

are result-oriented and focus on the coherence of policies for 
investment, using tools like the Policy Framework for 

Investment. 

To date three initiatives have been launched: the MENA-OECD 
Investment Programme of the MENA Initiative on Governance 

and Investment for Development; the NEPAD-OECD Africa 
Investment Initiative; and the Investment Compact for South 

East Europe. The OECD also has a co-operation programme 

with Asia on policies for investment.  

This chapter summarises how these initiatives and programmes 

operate, the results achieved so far and future directions. 
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3.1. MENA-OECD Investment Programme  

The MENA-OECD Investment Programme seeks to mobilise 
investment as a driving force for growth, stability and prosperity 

throughout the Middle East and North Africa region. The 

Investment Programme aims to help upgrade investment policy 
standards, attract more and better investment and support 

capacities for policy makers in the MENA region.  

This section of the report explains how the Investment 

Programme is organised, reviews the progress made towards a 

more open investment climate in the MENA region over the past 
year and outlines the second phase of the Programme. 

Full details on the activities of the MENA Programme can be 

downloaded from the MENA-OECD Investment website at: 

www.oecd.org/mena/investment. 

Contact: Alexander.boehmer@oecd.org 

http://www.oecd.org/mena/investment
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Programme Overview 

The MENA-OECD Investment Programme was established in 2004 at 

the request of Middle East and North African (MENA) countries to provide 

advice on implementing investment policy reform. The key objective of the 

Investment Programme is to mobilise private investment ï foreign, regional 

and domestic ï as a driving force for economic 

growth and employment throughout the region. 

The Programme seeks to accomplish this 

objective by offering a forum for results-oriented 

policy dialogue bringing together MENA and 

OECD practitioners. It supports reform efforts of 

MENA governments to enhance the investment 

climate by: 

¶ Strengthening country capacity for 

designing, implementing and monitoring 

investment policy reforms; 

¶ Creating a network of dialogue 

between investment policy makers from MENA and OECD 

countries; 

¶ Creating a favourable environment for employment creation through 

investment climate improvements;  

¶ Assisting ministries and government agencies to co-operate and co-

ordinate their work; 

¶ Reinforcing the impact of development initiatives supported by 

international, regional and bilateral donors. 

The Investment Programme operates through activities on the regional 

level as well as country dialogue on specific investment reform items. The 

regional and national dimensions of the Programme are addressed by 5 

working groups which serve as a forum for discussing regional issues. The 

objectives, roles and expected outputs of each working group are outlined in 

Annex 1. In addition, taskforces focus on topical areas including business 

integrity, investment treaties, investment statistics and country teams work 

on national investment reform targets. The Programme is currently chaired 

by the Arab Republic of Egypt, represented by His Excellency Dr. 

Mahmoud Mohieldin, Minister of Investment. 

¶ ©OECD Photos/Michael Sawyer 
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Achievements of phase I of the MENA-OECD Investment Programme 

The first phase of the Investment Programme had three main objectives:  

¶ to take stock of the relevant legal and regulatory framework in the 

region;  

¶ to establish time-bound targets to reform investment policies in the 

participating countries and work towards their implementation; 

¶ to create regional networks of private sector participants, key 

organisations, and Ministries and Agencies in the MENA countries. 

The first MENA phase has succeeded in mobilising the investment 

reform process in participating countries and has managed to build networks 

for regional cooperation on investment policy issues. It has developed 

partnerships with international and regional organisations, created political 

support through a Ministerial Declaration, established a dialogue with the 

private sector and encouraged regional initiatives. More recently, the 

Programme has focussed on the implementation of reforms, a first 

assessment of which was made at the Ministerial meeting held in Cairo on 

27-28 November, 2007.  The remainder of this section provides a detailed 

account.  

In relation to the first objective, the Programme has taken stock of the 

regulatory environment, recent developments and key challenges in areas 

related to investment policy, investment facilitation, taxation, financial 

sector development, corporate governance and womenôs entrepreneurship. 

This work was synthesised in thirteen reports issued for the Ministerial 

meeting held in February 2006. The reports reflected inputs from the five 

Working Groups and seven Taskforces. Most participating countries 

developed national investment reform agendas and presented them at the 

Ministerial Meeting. 

Work at the national level focused on the Programmeôs second objective 

- establishing time-bound targets for improving the investment environment. 

MENA governments have developed National Investment Reform Agendas 

(NIRAs) that include concrete measurable targets to be achieved in 6 to 12 

months. The Steering Group reviewed these Reform Agendas at its meetings 

and has provided overall support to this process. 

The targets in the Reform Agendas have subsequently been further 

refined. The following ten countries have defined their Reform Agendas and 

appointed national contact points to implement these reforms: Bahrain, 

Egypt, Jordan, Lebanon, the Palestinian Authority, Oman, United Arab 

Emirates, Morocco, Tunisia, and Yemen. Other countries are discussing 

their Reform Agendas, to be  finalised in the coming months. A National 
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Investment Reform Agenda has equally been prepared with the government 

of Iraq; it contains projects aimed at establishing an independent investment 

promotion agency and strengthening the legal and institutional framework 

for investment.  

NIRA workshops were held in Egypt, Oman, Jordan, Morocco, Lebanon 

and the United Arab Emirates in 2006/07 to review and support the 

implementation of reforms in these five countries. These workshops were 

attended by Ministers and high level participants from Ministries of 

Investment, Industry, Finance and Economy as well as from investment 

promotion agencies. The workshops showed measurable progress in several 

areas and allowed the identification of new targets, as well as follow up of 

the existing ones. Each NIRA workshop has produced and published policy 

briefs that include recommendations and targets for further reforms. Further 

NIRA workshops are envisaged to be held in Bahrain, Yemen and Syria.  

Ministers and high level officials from 16 MENA countries attended the 

Ministerial Investment Meeting and Business Day in Jordan in February 

2006. The meeting adopted a Ministerial Declaration on ñAttracting 

Investment to MENA Countries ï Common Principles and Good Practiceò. 

Ministers endorsed an ambitious programme for regional dialogue and 

capacity-building developed by the Working Groups. Ministers also noted 

the National Investment Reform Agendas developed by MENA countries 

and encouraged the implementation of these Reform Agendas.  

 
MENA-OECD Investment Programme Workshop in Morocco 
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Regarding the Programmeôs third objective ï the creation of regional 

networks - the Programme has developed a wide network of government 

experts in its 5 Working Groups which met in 3 rounds of meetings since 

2005 and supporting Taskforces. It has also created a substantial network of 

private sector organisations (i.e. the Arab Business Council, Business and 

Industry Advisory Committee to the OECD, the Arab Union of Banks, 

TOBB), among other private sector participants that attend the meetings of 

the Programme. In addition, the MENA-OECD Business Network organised 

a Business Day in conjunction with the Ministerial Meeting, and presented 

ñInvestor of the Yearò awards to 24 companies from the MENA region for 

their innovation and employment creation.  

To support entrepreneurship in the region including womenôs 

entrepreneurship and to strengthen activities with the private sector, the 

Programme launched an initiative ï the MENA-OECD Enterprise Financing 

Network ï in 2006. This network aims at improving the regulatory 

conditions for financing entrepreneurship by using the Programme as a 

forum for dialogue between business and government representatives from 

the MENA and OECD countries. It has held two meetings and a Steering 

Board was constituted to guide the network which met twice. Furthermore, 

the Programmeôs private sector partners will provide a vehicle for more 

structured private sector participation through regional business associations 

networks. Joint projects are planned with the Council of Arab Economic 

Unity, which has an investment committee consisting of regional industry 

organisations and investment promotion agencies. 

Several MENA countries are interested in participating in the activities 

of the OECD Investment Committee and in adhering to the OECD 

Declaration on International Investment. Egypt officially adhered to the 

Declaration in July 2007 (see Chapter 1) and Jordan and Morocco have 

begun the process of adherence. Other countries have stated their interest as 

well. 

 

The role of regional centres 

The opening of regional centres has an important role in disseminating best 

practices and in improving the business climate for private sector development 

and are the strongest expression of regional ownership. Bahrain has created a 

regional Centre for Investment and the United Arab Emirates a regional 

Institute for Corporate Governance (Hawkamah). Egypt opened a regional 

centre for public management and tax policy, for which an ambitious work 

programme has been developed. These centres provide valuable support to the 

Investment Programme and demonstrate increasing regional ownership of its 

activities. 
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The two pillars of the MENA Initiative ï Governance and Investment ï 

have proven to be highly complementary. Investment policy reforms have 

an impact on public governance in areas, such as regulatory environment, 

use of PPPs for infrastructure financing, and enhanced business integrity. 

Rigorous public governance reforms in turn influence the investment 

climate. Consequently, the two pillars of the Initiative are implemented 

together as demonstrated by: 

¶ Continuous exchange of information between the OECD Co-Chairs 

of the two pillars and within the Secretariat; 

¶ Co-chairs or Secretariat attending all key meetings of the other 

pillar; 

¶ Joint workshops (e.g. MENA PPP Infrastructure Financing 

Workshop, Istanbul, November 2006 and Transparency in Recovery 

and Public Procurement, Lebanon, February 2007); and 

¶ Joint capacity-building missions of Secretariat and OECD country 

experts to help implement reforms. 

The Investment Programme has strengthened its cooperation with 

regional and international organisations that are active in the MENA region 

in order to avoid duplication and increase synergies. (See Annex 2 for a list 

of the MENA Programme co-operation partners.) There is active 

cooperation on corporate governance with the International Finance 

Corporationôs PEP MENA Initiative in the context of Working Group 5. 

Other joint projects with IFC partners are being explored, including on One-

Stop-Shops and activities to support entrepreneurship. A Workshop on the 

National Investment Reform Agenda of Jordan was organised jointly with 

UNIDO, leveraging synergies with UNIDOôs investment forum. The Islamic 

Development Bank has agreed to finance the investment policy review of 

Libya and possibilities to collaborate on other projects are being explored. 

Co-operation with the GCC is strengthening and the Programme will also 

co-operate with the Arab Monetary Fund in the area of financial market 

development. 
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Co-operation with the European Commission is increasing and the 

Commission has received country-specific proposals for co-operation in line 

with the objectives of the European Neighbourhood policy country action 

plans. A joint project with the European Commission has been developed 

assessing SME policies in 9 MENA countries as part of the EU-

Mediterranean Partnership, using the SME Policy Index developed in the 

context of the South East Europe Investment Compact. 

The Programme avoids overlap with other initiatives and develops 

synergies with the work of other regional and international organisations 

active in the region. During MENA I co-operation activities were organised 

with the Islamic Development Bank, the GCC, the Arab Science and 

Technology Forum, the Union of Chambers and Commodity Exchanges of 

Turkey, the Arab Union of Banks, the Council of Arab Economic Unity, the 

IFC PEP MENA initiative, UNIDO, WAIPA and the EU Commission 

Neighbourhood process. These co-operation initiatives will be formalised 

for the second phase of the Programme and work on their implementation 

has started. 

Phase II of the Investment Programme 

As well as demonstrating the success of cooperation among the MENA 

and OECD member countries in the framework of the MENA-OECD 

Investment Programme, the second MENA-OECD Investment Ministerial 

Participating countries and partners in the MENA-OECD Programme 

The Programme is taken forward in co-ordination with the following countries and 

partners: Algeria, Bahrain, Djibouti, United Arab Emirates, Egypt, Iraq, Jordan, Kuwait, 

Lebanon, Libya, Morocco, Oman, Qatar, the Palestinian Authority, Saudi Arabia, Syria, 

Tunisia, and Yemen. Other partners include the Islamic Development Bank, Gulf 

Cooperation Council, World Bank, Inter-Arab Investment Guarantee Corporation, 

Islamic Corporation for Insurance of Investments and Export Credits, Arab Monetary 

Fund, European Investment Bank, European Commission, Multilateral Investment 

Guarantee Agency, International Finance Corporation, Arab League, Council of Arabic 

Economic Unit, United Nations Industrial Development Organisation, Euro-

Mediterranean Network of Investment Promotion Agencies, Arab Business Council, G8 

Investment Taskforce, Arab Science and Technology Forum, Union of Chambers and 

Commodity Exchanges of Turkey, Arab Union of Banks, World Association for 

Investment Promotion Agencies, Arab Labour Organisation, Union Méditerranéenne des 

Conf®d®rations dôEntreprises, Council for Arab Business Women, Arab International 

Women Forum, Lebanese Transparency Association, Egyptian Businessmen 

Association,Word, Business and Industry Advisory Committee to the OECD. 

http://www.iaigc.org/
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Meeting which took place in Cairo on 27-28 November 2007 launched 

Phase II of the investment programme.  

Held with the participation of the Prime Minister of Egypt, Ahmed 

Nazif, and the OECD Secretary-General, Angel Gurría, the Ministerial 

Meeting was preceded by a Women Business Leaders Forum and a Private-

Public Sector dialogue. The meeting attracted about 80 delegations from 

MENA and OECD countries as well as international organizations and over 

one thousand participants from Egypt and all over the MENA region. 

Business Associations and company representatives participated in 

impressive numbers from all MENA countries. 

The meeting was opened and closed by the Egyptian Minister for 

Investment, Mahmoud Mohieldin, and the OECD Secretary-General, Angel 

Gurría, who also participated in the Women Business Leaders Forum. 

Speaking at the opening of the Business Forum, Mr. Gurría hailed the 

advances made over the past few years. ñThe regional economy has been 

growing at a solid annual average rate of five percent since 2001,ò he noted. 

ñForeign direct investment flows to the region have more than quadrupled 

during the past three years, while exports have expanded spectacularly and 

unemployment has fallen.ò 

But this is just a beginning, Mr. Gurría added, insisting on the need for 

further reforms to improve the investment climate. One of the keys to future 

development, he pointed out, will lie in the ability of countries in the region 

to enable women to engage in business and economic activities. 

ñNo country can raise the standard of living of its people without the 

contribution of half of its population,ò Mr. Gurr²a said. ñThe experience of 

OECD countries shows that women are fundamental agents of economic 

growth and development.ò 

In his address to the opening of the 2nd MENA-OECD ministerial 

meeting, Egyptian Prime Minister Ahmed Nazif described the MENA-

OECD Investment Programme as ñthe means to support the regionôs 

economic growthò. ñThe economies of MENA countries are growing but 

they need to grow faster and there is still a huge gap between OECD and 

non-OECD countries economically and technologically,ò Mr. Nazif added. 

The Egyptian Minister of Investment, Mahmoud Mohieldine, said the 

second phase of the MENA-OECD Investment Programme would work 

with countries to achieve reform through evaluation of needs, definition of 

priorities and support in implementation using the new Business Climate 

Development Strategy. 
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Tangible outcomes resulting from this meeting include: 

¶ A mandate for the second phase of the MENA Investment Initiative 

from the Ministers and Heads of Delegations was obtained and 

directions for the future work of the Programme, including the 

Business Climate Development Strategy (BCDS) were outlined in 

the Ministerial Declaration; 

¶ The Business Climate Development Strategy ï a new instrument for 

the second phase jointly developed by the OECD and the World 

Bank - was launched at the Ministerial Meeting. Several countries, 

such as Algeria, Tunisia, Jordan, Egypt and Morocco, expressed an 

interest to be in the first group of countries covered by this initiative 

which will provide a comprehensive and interactive approach to 

priority setting for reform, evaluation result and capacity building; 

¶ For the first time, a Declaration emanating from a Women Business 

Leadersô Forum on Fostering Womenôs Entrepreneurship in the 

MENA region was presented to Ministers. The Declaration 

advocates measures to increase womenôs participation in the 

economies of the region. The establishment of a MENA-OECD 

womenôs entrepreneurship network is being considered following an 

expression of interest by participants. 

¶ The Business Statement, drafted jointly by the Chairman of the 

Federation of Arab Businessmen and the Business and Industry 

Advisory Council, with input from national chambers and business 

associations, showed the significant input provided by the private 

sector in the Programmeôs activities; 

¶ A Declaration on Tax Policy Development Supportive of 

Investment resulting from the work of the Working Group on 

Taxation, was noted; 

¶ Ministers agreed on a new regional activity on responsible business 

conduct to be conducted within the framework of the Programme; 

¶ A kick-off meeting for the Iraqi National Investment Reform 

Agenda held with government and private sector representatives 

agreed on the work plan for investment and anti-corruption activities 

to be conducted; 

¶ Qatar has expressed its wish to lead a new Task Force on capital 

marketsô development and supervision; 

¶ Stronger cooperation with regional and international institutions and 

organisations will occur in the second phase and, to this end, a 
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Memorandum of Understanding was signed by the OECD 

Secretary-General and the UNIDO Director-General during the 

Ministerial Meeting. 

¶ The meeting offered opportunities for creating investment linkages 

through a matchmaking facility which was hosted by UNIDO and 

attended by 300 businesses from across the region; 

¶ New priorities were set for the future work of the MENA-OECD 

Investment Programme, including human resources development, 

infrastructure, youth integration in the economy and access to 

finance. 

Further information about the Ministerial Meeting, including the text of 

the Ministerial Declaration, can be found on the website of the MENA-

OECD Investment Programme at www.oecd.org/mena/investment.  

http://www.oecd.org/mena/investment
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Annex 1 

 

MENA-OECD Programme Working Groups: Roles and expected outputs 

Working Group 1 : Transparent and open investment policies (chair: 

Jordan; co-chair: Japan). Expected output: 

¶ Conduct policy dialogue with a view to improve common 

understandings of remaining restrictions to FDI, investment 

protection and promotion function of treaties and the OECD 

Guidelines for Multinational Enterprises. Support the process of 

adherence to the OECD Declaration for International Investment for 

interested countries of the region subject to the relevant criteria. 

¶ Work towards ownership and implementation of a regional Anti-

Corruption Action Plan for MENA built on the successful approach 

developed in the context of other regions, which would, among 

other measures, define the objectives and standards for combating 

corruption and bribery in business transactions, identify priority 

measures to be undertaken by participating countries and set a 

common framework for regional co-operation. 

¶ Implement recommendations developed in support of transparent 

and least distorting incentives and of shifting to broader, rules-based 

policies to improve the investment climate in MENA countries.  

Working Group 2: Encouraging Investment Promotion Agencies and 

business associations to act as driving forces for economic reform (chair: 

United Arab Emirates; co-chair: Switzerland). Expected output: 

¶ Peer dialogue on capacity building of MENA investment promotion 

agencies through implementation of MENA investment promotion 

guidelines. Capacity building support for policy advocacy function 

of investment promotion agencies in the region. 

¶ Strengthening the OECD-MENA Business Network and fostering 

implementation assistance for independent business associations in 

the region. Capacity building support for policy advocacy function 

of business associations and chambers of commerce in the region.  

¶ Broaden the communication/information tools on investment 

promotion and investment climate capacity building in the region. 
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¶ Develop projects to reinforce FDI integration and creation of 

linkages with domestic economies aiming to assist investment 

promotion agencies, business associations and regional promotion 

groups. 

Working Group 3: Providing a tax framework for investment and 

assessing tax incentives (chairs: Bahrain, Egypt; co-chair: Turkey). 

Expected output: 

¶ Strengthened policy dialogue (both within and amongst MENA 

countries) drawing on current OECD work examining:  linkages 

between taxation and investment performance;  results of an up-to-

date review of empirical studies of tax effects on FDI flows and 

alternative frameworks for analysis; main policy considerations in 

the taxation of inbound and outbound cross-border investment, 

including efficiency implications of alternative tax treatment, and 

the implications of increasing pressure to provide internationally 

competitive tax treatment. 

¶ A strengthened analytical base in tax policy branches of Ministries 

of Finance of MENA countries, drawing on OECD assistance in 

implementing cutting-edge OECD work on ótax indicatorsô ï new 

approaches to tax burden measurement that take into account the use 

by multinationals of tax-planning techniques, including the use of 

tax haven finance affiliates.  This work is essential for accurate 

measures of the tax burden on investment and required to inform 

policy decisions over the setting of the host country tax burden, and 

on the treatment of general expenses (e.g. interest) used to fund 

outbound FDI. 

¶ Preparation of a report in 2007 on Tax Incentives for Investment ï A 

Global Perspective, which will provide a review of the use of tax 

incentives for investment in many countries and regions, review the 

pros and cons of alternative tax incentive designs, analyse the 

relationship between the provision of tax incentives and investment 

performance, and provide recommendations on the use of tax relief 

mechanisms. 

¶ Adoption of a Tax Policy Framework for Investment report to be 

developed with input of senior tax policy officials in MENA 

countries, taking account of input from business, setting out main 

policy considerations to be used by tax and non-tax specialists in 

guiding tax policy development.  

¶ Organisation and delivery of a first set of tax policy seminars in the 

new Taxation and Financial Management Training Centre in Cairo. 
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Working Group 4: Promoting policies for financial sector and 

enterprise development in support of diversification (chair: Saudi Arabia; 

co-chair: United Kingdom). Expected output: 

¶ Economic Diversification in MENA Countries: Peer dialogue on 

economic diversification challenges of MENA Countries. Analysis 

and policy recommendations on diversification related issues 

selected by national Country Teams of participating countries in the 

framework of the National Investment Reform Agenda dialogue.  

¶ Financial Sector Development of MENA Countries: Peer dialogue 

and support in the Taskforce of capital markets regulators of MENA 

countries, in cooperation with regional partners such as the Arab 

Monetary Fund; project on Financial Education in the MENA 

region, drawing on the Financial Literacy project being carried out 

with OECD member countries; peer dialogue in a regional 

workshop on fixed income securities market in the MENA region; 

continue peer dialogue on strengthening regulatory frameworks for 

public private partnerships for infrastructure financing. 

¶ Organisation of Women Business Leaders Forum, based on regional 

and international initiatives and developing policy recommendations 

for youth integration into the economy.  

¶ Implementing the MENA-OECD Enterprise Financing Network 

action plan to close the equity finance gap in the region and examine 

concrete steps to develop institutions for SME finance.  

Working Group 5:  Improving corporate governance (chair: Hawkamah 

Institute, Dubai, Dr. Nasser Saidi). Expected output: 

¶ Regional peer dialogue on the framework for promoting and 

reviewing progress on agreed priorities for improving corporate 

governance in the region. 

¶ Co-organisation of implementation work with Hawkamah, the IFC, 

Global Corporate Governance Forum, CIPE and other potential 

partners. 

¶ Capacity building on development and implementation of National 

Corporate Governance Codes. 

¶ Developing policy briefs on corporate governance of banks and 

state-owned enterprises and other upcoming issues. 

¶ Development of common elements for insolvency legislation. 
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Annex 2 

 

Co-operation Partners of the MENA-OECD Investment Programme 

Project Partner Co-operation 

The Arab League/ 

Council of Arab 

Economic Unity  

Mutual attendance of investment meetings, formalisation of 

relationship for MENA II. 

The Gulf Cooperation 

Council (GCC) 

Discussions with the GCC ongoing regarding GCC model 

investment law and joint projects in Yemen. 

The Islamic 

Development Bank 

(IDB) 

Common projects for investment policy reviews. 

Possibilities for collaboration on other projects and regional 

activities are being explored and a memorandum of 

understanding is under discussion with the Islamic 

Corporation for the Insurance of Investment and Export 

Credit (ICIEC), a branch of the IDB. 

The Arab Monetary 

Fund (AMF) 

Co-operation with the AMF strengthening in relation to 

activities of the WG 4, and agreement has been reached to 

organise joint seminars and conduct joint missions. 

The Arab Union of 

Banks (AUB) 

The AUB has been a strong supporter of the Programme, and 

has hosted meetings of the Programme, in addition to 

participating in meeting of the Programme. 

The World Bank (WB) Coordination with the WB since establishment of the 

Programme, and attendance by officials of WB of Programme 

activities. Co-operation on investment climate assessments 

and on the launch of the Business Climate Development 

Strategy, a jointly developed tool for measurement and 

assessment of investment policy. 

The International 

Monetary Fund (IMF) 

Coordination with the IMF ongoing; participation of IMF 

officials in events organised by the Programme, in particular 

financial sector development. 
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Project Partner Co-operation 

The European 

Commission (European 

Neighbourhood Policy) 

Discussions are under way with the Commission in view of 

establishing an improvement of investment climate 

programme to follow up the implementation of the Country 

Action Plans concluded between the Commission and Arab 

countries participating in the European Neighbourhood 

Policy. 

Additionally, a joint project is being established on the SME 

Policy Index, where the MENA-OECD Investment 

Programme will  act as implementing a business climate 

assessment, leveraging OECDôs experience with the Balkan 

countries. 

United National 

Industrial Development 

Corporation (UNIDO) 

Strong co-operation with UNIDO ongoing in the area of 

investment promotion and company matchmaking. A joint 

UNIDO-OECD event took place in Jordan, where UNIDO 

has organised a matchmaking forum for Jordanian companies. 

Organisation of a similar matchmaking forum in conjunction 

with the Second Ministerial Meeting of the Programme. 

World Association of 

Investment Promotion 

Agencies (WAIPA) 

Strong co-operation with WAIPA ongoing in the area of 

investment promotion, in particular in relation to activities of 

the WG 2 of the Programme. A workshop on policy advocacy 

function of MENA IPAS was co-organised with WAIPA. 

International Finance 

Corporation (PEP-

MENA Programme) 

Strong collaboration with the IFC PEP-MENA Programme, 

particularly in activities of the Working Group 5. Joint 

projects to help implement priorities identified in National 

Investment Reform Agendas and to undertake other technical 

assistance projects identified by the Programme and country 

officials. 

Euro-Mediterranean 

Network of Investment 

Promotion Agencies 

(ANIMA)  

Co-ordination of activities with ANIMA and participation of 

officials from ANIMA in activities of the Programme. 

The Arab Business 

Council (ABC) 

Working together on implementation of a private sector 

Investment Taskforce; mutual meeting attendance. 

Multilateral Investment 

Guarantee Agency 

(MIGA)/FIAS 

Joint activities relating to WG 2 and WG 3 projects. Co-

operation on investment policy capacity assessment.    
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Project Partner Co-operation 

The Union of Chambers 

and Commodity 

Exchanges of Turkey 

(TOBB) 

Strong collaboration with TOBB ongoing, particularly in 

relation to activities undertaken by the Working Group 2 of 

the Programme 

Business and Industry 

Advisory Committee 

(BIAC) 

BIAC is the main representation of OECD business in the 

Programme. It has been collaborating with the Programme 

since its establishment in 2004. In particular, BIAC provides 

input in the organisation of the Business Day which takes 

place in conjunction with the Ministerial Meeting of the 

Programme and is participating in numerous events under the 

Programme. 
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3.2.  NEPAD-OECD Africa Investment Initiative  

The NEPAD-OECD Africa Investment Initiative aims to foster 
sustainable growth, employment creation and poverty reduction by 

supporting African countries' own efforts to advance national 

investment climate reform agendas and building policy 
implementation capacity through regional and international policy 

dialogue. This section reports on the Initiative and its future 
directions. 

Full details on the activities of the NEPAD-OECD Africa 

Investment Initiative can be downloaded from the Initiative website 
at: www.oecd.org/daf/investment/africa or www.nepad.org. 

Contact: Jonathan.coppel@oecd.org  

http://www.oecd.org/daf/investment/africa
http://www.nepad.org/
mailto:Jonathan.coppel@oecd.org
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Programme Overview 

The NEPAD-OECD Africa Investment Initiative aims to foster 

sustainable growth, employment creation and poverty reduction by 

advancing private sector development in African countries (see Annex 1 for 

an overview of the Initiative). 

Political support for the Initiative is strong. The Communiqué on Africa 

adopted by G8 Heads of State in July 2005 at Gleneagles states that "African 

countries need to build a much stronger investment climate: we will 

continue to help them do so, including through the promotion of a stable, 

efficient and harmonised legal business framework", noting "the 

improvement of the investment climate through the OECD/NEPAD 

Investment Initiative".  Political support was renewed, and a call for 

additional financial support made at the G8 Heilingendamm Summit on 8 

June when the G8 Declaration stated ñwe will individually and collectively 

continue to support initiatives which address the investment climate, such as 

the NEPAD-OECD Africa Investment Initiativeò.  

During 2007, the work of the Initiative focused on: 

¶ The investment climate content of the African Peer Review Mechanism 

(APRM); 

¶ The role of tools, such as the Policy Framework for Investment to 

support the implementation of investment climate reform policies and 

effective participation in the APRM process; and  

¶ The investment climate conditions and governance arrangements 

conducive to beneficial private sector participation in the water and 

sanitation sector. 

Lusaka Roundtable 

These topics were examined at a roundtable in Lusaka, Zambia on 27-28 

November, 2007. The meeting was attended by the Minister of Trade, 

Commerce and Industry of Zambia, H.E Minister Mutati and H.E Prof. 

Kiwanuka, Minister of State for Finance, Planning and Economic 

Development of Uganda. It was also attended by a large number of senior 

officials from both the water and sanitation sector, as well as the investment 

community. Private sector and civil society also participated. 

The Lusaka roundtable compared and shared experiences relating to the 

investment climate-content of the APRM.  The following issues were raised 

in this regard: 
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¶ The role that the APRM process can play in addressing investment 

climate bottlenecks was emphasized. There have been already positive 

follow-up measures taken, as a result of the review process, to carry out 

specific reforms of the investment climate in countries like Kenya, 

Ghana and Rwanda.  

¶ The strengthening of the investment-related component in the APRM 

can create a culture of competition that has proven to be very useful in 

encouraging reforms. 

¶ Tackling the negative perceptions around investment in Africa is an 

issue that needs further examining. The APRM can play an important 

role in this regard.  

¶ The decision to review the self-assessment country questionnaire has 

been taken by the APRM process. This would include deepening the 

questions on corporate and economic governance, which will bring out 

issues around investment climate reform. The Roundtable advanced the 

reflection on how this review could be usefully informed by elements in 

the Policy Framework for Investment (PFI) framework. 

¶ Support to the APRM process and its outcomes should always be 

consistent with ownership by the countries involved.  

The discussion on the PFI centered on the development of a PFI Usersô 

Toolkit and its application in Zambia, as a tool to support the completion of 

the investment climate-content of the APRM questionnaire. The following 

points were raised: 

¶ The PFI was welcomed, as a useful resource to support countries keen to 

improve their policies for investment. The óPFI Toolkit projectô was also 

welcomed as a way of providing practical and user-friendly policy 

guidance to support the effective application of the PFI. 

¶ In the development of the PFI Toolkit a number of considerations were 

made: 

o It should include guidance that assists in enhancing public-private 

dialogue. 

o Take into account specific cultural and regional factors when being 

used in African countries. 

o In particular, the position of the informal sector needs to be 

adequately addressed in the PFI Toolkit.  
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¶ The need to have a sharper focus on regional mechanisms and how they 

can be supported in order to play an active role in the sharing of 

experiences and peer-learning (such as OHADA in West Africa).  

¶ There is a need to have a stronger political momentum in Africa around 

the question of investment climate reform. Setting an ambitious 

milestone or target would give a strong signal. For example, setting the 

goal of óAfrica being the most or the best reforming continent by a 

certain agreed dateô could be considered in this regard.  

 

 

The Honourable Felix Mutati, Minister for Commerce Trade and Industry of Zambia 
(left) greets the Honourable Semakula Kiwanuka, Minister of State for Finance, 

Planning and Economic Development (Investments) of Uganda, in the presence of 
Prof Mucavele, Executive Head NEPAD Secretariat and Mr Amano, Deputy Secretary 

General OECD at the Lusaka roundtable. 

The discussion on private sector participation in the water and sanitation 

sector revolved around investment environment conditions and governance 

conducive to beneficial private sector involvement. The following points 

were made: 

¶ Infrastructure remains one of the key impediments to improving the 

investment climate in Africa. More attention should be given to building 
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capacity in policy design and implementation to involve the private 

sector in infrastructure.  

¶ Water is a basic human need and has to be seen as a major industrial 

resource. Its limited access is a major human challenge as well as an 

impediment to business development.  

¶ The gap between investment in infrastructure, especially in the water 

and sanitation sector, and actual needs is still large.  Private sector 

involvement is one of the options that countries have at their disposal to 

overcome this resource gap. However, countries will need to have 

adequate tools to properly assess and manage the implications of this 

involvement such as the OECD water and sanitation guidelines for 

private sector participation in infrastructure. This is based on a review of 

specific experiences supported by an information base ï also presented 

at the meeting - on the extent of international and local private sector 

participation in the water and sanitation sector.   

¶ There have been important changes recently in the nature of private 

involvement in the water and sanitation sector towards shorter, less risky 

contracts that involve limited or no investment obligations. In parallel, 

the sector has seen the emergence of new actors, such as the local and 

regional actors, and a growing recognition of small-scale private 

providers.  

¶ Beneficial relationships between all the stakeholders in the sector imply 

a right allocation and understanding of roles and responsibilities. It is a 

precondition for a respectful cooperation. The partners face a constantly 

changing environment. Their relationship should allow for the flexibility 

of adapting to these changing conditions. In this type of environment, 

negotiations are necessary and healthy.  

¶ Promoting transparency is a critical element in the relationship between 

the partners and in tackling corruption. 

¶ Monitoring and addressing regulatory questions at the appropriate level 

is an issue that requires more attention. In this regard, regional sharing 

of regulatory experiences and benchmarking is particularly useful in the 

water and sanitation sector.  

¶ Financing of infrastructure extension remains a key issue. There are 

notably big challenges in terms of serving the poor. However, the 

participants shared an optimistic assessment. The opportunities exist and 

some promising avenues lie in Output Based Aid (OBA) schemes, 

blending financing sources (hybrid schemes bringing together public 

and private finance) and tapping into domestic sources of funding like 
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social security funds (ex. The recently established Pan-African 

Infrastructure Fund). 

¶ Assistance is still needed to overcome the challenge of preparing 

bankable projects to be able to access finance needs to be addressed.  

A full report on the Lusaka roundtable has been published and is 

available from the Initiative website at www.oecd.org/daf/investment/africa. 

To obtain a paper copy please send an email to nana.shodu@oecd.org. 

Creation of the Initiative Steering Group 

Following the decision at the Brazzaville roundtable in December 2006, 

a Steering Group governing the Initiative has been established. The 

inaugural meeting of the Steering Group was held during the Lusaka 

roundtable and chaired by Prof. Firmino Mucavele (CEO of NEPAD 

Secretariat) with Mr. Takeshi Yagi-Japan, as Vice-chair.  

The Steering Group emphasised the importance of the Initiative working 

in partnership with other relevant organizations and initiatives while: 

¶ focusing only on areas which result in policy impact on the investment 

climate; 

¶ building capacity within the African region, and 

¶ utilising NEPAD and OECD experience, expertise and work methods in 

order to focus on areas where the Initiative has a comparative advantage. 

Initiative collaboration with other organisations over the past year has 

taken several forms. For example, the Initiativeôs Executive Programme 

Manager is a member of the Expert Panel advising the World Bankôs Better 

Regulation for Growth programme on improving the governance framework 

for investment.  

In March 2007, the OECD manager of the Initiative organised a panel 

on "Building Policy Capacities for a Positive Trade and Investment 

Climateò. This was part of a major conference on "Improving Governance 

and Fighting Corruption: New Frontiers in Public-Private Partnerships" 

organised by the World Bank Institute, OECD, and the Belgian government. 

It centered on the challenges of creating good governance with the co-

operation of the private sector.  

 

http://www.oecd.org/daf/investment/africa
mailto:nana.shodu@oecd.org
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Conference on Improving Governance and Fighting Corruption:  
New Frontiers in Public-Private Partnerships, Brussels, Belgium 

Further information about this event can be found on the conference 

website at www.improvinggovernance.be. One of the outcomes of the 

conference recognised the need for more work on identifying the obstacles 

to mobilising investment and building the capacity to establish a sound 

investment climate, by strengthening peer-learning methods like the APRM 

and using capacity-building tools like the Policy Framework for Investment. 

As noted above, these points were developed at the Lusaka roundtable. 

Way Forward 

The Steering Group will continue to guide the priorities and activities of 

the Initiative. In this regard, further guidance will be sought from Steering 

Group members through the designated Electronic Discussion Group.   

A number of ideas where expressed at the Lusaka roundtable for future 

work, including private sector participation in infrastructure sectors that 

have a direct impact on regional integration, such as the transportation and 

energy sectors. Several African countries' also demonstrated interest in using 

the PFI for: self-evaluation, public-private dialogue, and measuring 

progress.   

The government of Uganda has offered to host the next roundtable, 

which will take place in the second half of 2008.  

http://www.improvinggovernance.be/
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Annex 1 

 

NEPAD-OECD Africa Investment Initiative, Programme Overview 

The Initiative aims to foster sustainable growth, employment creation 

and poverty reduction by advancing private sector development in African 

countries. The Initiative has three distinct objectives: 

¶ To support African government efforts to develop an integrated 

policy roadmap based on concrete measures for improving the 

investment climate in African countries; 

¶ To raise the profile and image of Africa as a place in which to 

invest, to facilitate regional co-operation among African countries 

and to give an African voice in international dialogue on policies for 

investment; and 

¶ To strengthen and support African countriesô own capacity to 
design, implement and advance a result-oriented national reform 

agenda to improve the investment climate. 

In collaboration with other organisations, the Initiative harnesses the 

comparative strengths of OECD co-operation with nonïmembers on 

investment, by drawing on its multilaterally-backed investment policy 

instruments and expertise in peer review work methods. 

The Initiative follows a sequence of three phases: 

¶ A collective and comparative stocktaking of the current reform 

efforts in African countries, bearing on specific elements of the 

investment climate.  

¶ The development of country reform road maps based on in-depth 

self evaluation and peer dialogue on investment policy action plans.   

¶ Peer monitoring of the implementation of policy reform action 

plans.  

The Initiative uses the Policy Framework for Investment (PFI) and other 

tools and instruments to identify where the obstacles to investment lie, to 

assess where the priorities for reform need to focus and as a basis for 

building capacity in African countries for investment climate assessment. 

The Executive Heads of the African Peer Review Mechanism (APRM) and 
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NEPAD Secretariats endorse further exploring the use of the PFI in support 

of the APRM process, which was piloted at a Roundtable in Brazzaville in 

December 2006. 

The Initiative is governed by a Steering Group.  The roles of the 

Steering Group are to provide strategic direction, oversee the work 

programme, mobilise political and financial support and assist in the 

dissemination of outputs of the Initiative. Professor Mucavele, Executive 

Head of the NEPAD Secretariat, chairs the Steering Group with Vice Chairs 

from a NEPAD and an OECD country. Other members include senior 

investment experts from NEPAD and OECD countries, the AU 

Commission, the Regional Economic Communities, multilateral 

development organisations, the donor community and the private sector.  

Activities 

Each phase of the work results in two Roundtable events. These events 

are structured to be result-oriented and process-driven, with the outcomes at 

each phase of the Initiative aimed at producing impact on policy 

development and capacity-building within the African region.  

The work of the Initiative and each of the Roundtables focuses only on 

areas of technical need and where OECD experience, expertise and work 

methods add maximum value. It harnesses the comparative strengths of OECD 

co-operation with non-members on investment. These strengths include: 

¶ A partnership approach to policy capacity building based on sharing 

experience and peer learning. 

¶ The availability of multilaterally-backed investment policy tools 

which African countries can adapt and develop to their specific needs. 

¶ A forum for policy co-operation and dialogue based on 

comprehensive, coherent and process-oriented policy assessments. 

¶ Mobilisation of other fields of OECD expertise, and its role as a 

facilitator. 

Anticipated impact 

The Initiative is expected to improve government policy aimed at 

attracting private investment for poverty reduction, job creation and 

sustainable development in Africa. Specific anticipated impacts are: 

¶ Better informed decision-making and more effective policies for 

investment. 
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¶ Enhanced whole of government sensitivity to policies influencing 

the investment climate.  

¶ Strengthened capacity in African countries to reform and implement 

policies which create a level playing field for all investors.  

¶ Improved perceptions and reality of African countries as locations to 

invest.  

Beneficiaries 

African countries are the main beneficiaries of the Initiative. The added 

value attributed by African partners to co-operation with the OECD is linked 

to its role as a catalyst and hub for international policy dialogue for 

developing and adapting policy tools and peer learning methods to an 

African country context. OECD participation also offers African countries a 

vehicle for policy co-operation with the worldôs major investing countries 

without conditionality. Likewise, OECD countries benefit from the adoption 

of high investment policy standards regarding transparency, openness and 

corporate responsibility in African countries. 
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3.3.  South East Europe Investment Compact 

The South East Europe Compact for Reform, Investment, 
Integrity and Growth (ñThe Investment Compactò) was 

launched in 2000. The objectives of the Investment Compact are 

to improve the climate for business, investment and employment, 
to attract and encourage private investment, to ensure private 

sector involvement in the reform process and to instigate and 
monitor the implementation of policy reform. This section of the 

report overviews the key outputs and progress made towards 

achieving the goals of the Investment Compact over the past 
year. 

Full details on the activities of the Investment Compact for 

South East Europe can be downloaded from the internet at: 
www.investmentcompact.org.  

Contact: Anthony.osullivan@oecd.org 

http://www.investmentcompact.org/
mailto:Anthony.osullivan@oecd.org
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Programme Overview 

The Investment Compact for South East Europe is a regional 

programme designed to improve the investment climate and encourage 

private sector development in South East Europe (SEE). The Investment 

Compact is supported by 12 OECD countries and the programmeôs activities 

cover Albania, Bosnia and Herzegovina, Bulgaria, Croatia, the Former 

Yugoslav Republic of Macedonia, Moldova, Montenegro, Romania, Serbia 

and UNMIK/Kosovo. 

The programme operates under the auspices of the OECD Directorate 

for Financial and Enterprise Affairs and the Stability Pact for South Eastern 

Europe. It has its own institutional structure including an Investment 

Committee, Working Groups and an annual Ministerial Conference. 

The work of the Investment Compact is based on four pillars:  

¶ Monitoring and Evaluation; 

¶ Support in implementation of reform; 

¶ Private sector support; 

¶ Political support. 

To deliver output on the first two of these pillars, the Investment 

Compact uses the Investment Reform Process (see Box) and has developed 

two tools to measure policy and to provide guidance in reform: the 

Investment Reform Index and the Small and Medium-sized Enterprise 

(SME) Policy Index. 

The Investment Reform Index 

The first Investment Reform Index Report was published in November 

2006. Its official release (see Annex 1 for the OECD press release and the 

main findings of the report) in Paris was followed by country-specific 

presentations in all SEE countries to the media, to the private sector and to 

government officials. The report was also presented in OECD partner 

countries (Austria, Ireland, Italy, Slovenia and Switzerland) and at the 

Stability Pact and EBRD headquarters. 
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The report is based on the Investment Reform Index (IRI), a tool which 

uses collaborative benchmarking to evaluate where South East European 

countries
1
 stand in policy reform to improve the investment environment. 

Structured around the OECD Policy Framework for Investment (see 

Chapter 2) the IRI: 

                                                        
1  UNMIK/Kosovo was not included in the IRI 2006 evaluation but will be in 2008. 

The Investment Reform Process 

The Investment reform process is a systematic and collaborative process that 

incorporates measurement of policy reform, defines country priorities and provides 

coaching and support in implementation of policy reform. It allows the Investment 

Compact to i) monitor the policy commitments set out in the SEE Regional Framework 

for Investment*, ii) provide practical tools such as the Investment Reform Index and iii) 

develop and implement regional and country-specific advisory projects. 

The Investment Reform Process 

 

 

*  The Regional Framework for Investment was endorsed by the SEE countries at the 2006 Ministerial 

Conference of SEE Ministers of Economy (Vienna, 27 June 2006). Based on the Policy Framework 

for Investment it provides a reference for the elaboration, implementation and evaluation of national 
policies related to investment in the region, and covers ten areas: Investment Policy, Investment 

Promotion and Facilitation, Tax Policy, Anti-corruption and Business Integrity, Competition Policy, 

Trade, Regulatory Reform, Human Capital and Employment, Corporate Governance, SME Policy. 

REGIONAL FRAMEWORK

FOR INVESTMENT

COUNTRY PRIORITIES

REGIONAL PROJECTS AND 

COUNTRY PROJECTS

INVESTMENT REFORM 

INDEX

Annual Process to achieve Impact

Measurement and 

Evaluation

Good Practices

Prioritisation

Support in 

Implementation
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¶ Allows SEE countries to measure and communicate progress on 

policy reform to improve the business climate; 

¶ Provides direction on how to make improvements within each 

policy dimension
2
 through adopting OECD good practices; 

¶ Allows SEE countries to benchmark progress relative to their peers 

in the region. 

 

 

Ministerial Meeting of the Investment Compact in Vienna on 27 June 2007 

The specific objectives of the IRI are to: 

¶ Structure evaluation by evaluating progress in investment policy 

reform on a comparative basis, by defining countriesô position on a 

scale of 1 to 5 (weaker to stronger), corresponding to the various 

dimensions of reform and by illustrating level 5 with good practices 

from other countries, particularly in Central and Eastern Europe 

(CEE). 

                                                        
2  The IRI 2006 evaluation process was based on 8 policy dimensions. These were investment 

policy, investment promotion and facilitation, tax policy, anti-corruption and business integrity, 

competition policy, trade policy, regulatory reform and human capital. Evaluation of small and 

medium-sized enterprise (SME) policy was part of a separate process conducted in co-operation 

with the European Commission under the framework of the European Charter for Small 

Enterprises. 
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¶ Target support for improvement by prioritising regional and country 

level support needs based on evaluation and by providing óhow toô 

support based on good practice examples from OECD countries and 

follow up projects coordinated by the Investment Compact. 

¶ Promote regional collaboration and peer review by encouraging 

more effective peer review through a common evaluation 

framework and by promoting dialogue between CEE and SEE based 

on good practices in CEE. 

¶ Support public and private sector involvement by offering a simple 

and transparent communication tool for potential investors and by 

establishing a measurement process that encourages public-private 

consultation. 

The IRI scoring is based on a combination of quantitative and 

qualitative inputs derived from Investment Compact data, secondary data 

(e.g. reports by the World Bank, the European Commission, the European 

Bank for Reconstruction and Development, or Foreign Investors Councils), 

data provided directly by governments (e.g. government strategies, recent 

laws, action plans, monitoring data) and direct individual and group 

interviews with the private sector in all countries. 

A second IRI evaluation will be conducted in 2008. 

The SME Policy Index 

The first SME Policy Index report was officially launched during an 

event organised by the Investment Compact and the European Commission 

(EC) in Dubrovnik in March 2007 (see Annex 2 for the OECD press 

release). The report was also officially presented at the annual European 

Charter for Small Enterprise Conference in Berlin on 2 June, 2007. 

The report is based on the SME Policy Index, a tool developed by the 

Investment Compact and the EC to measure where Western Balkan 

countries stand in implementing the European Charter for Small Enterprises 

(the Charter), a pan-European policy framework for SME development 

elaborated by the European Union under the framework of the Lisbon 

Agenda, and which all Western Balkan countries and UNMIK/Kosovo 

countries of the region adopted in 2003. As with the IRI, the SME Policy 

Index allows benchmarking of progress relative to peers and provides, 

through good practice, directions on how to improve in respect to each 

dimension. 

The specific objectives of the SME Policy Index are to: 
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¶ Measure SME policy development on the basis of inputs from 

governments, the private sector and SME policy experts; 

¶ Allow a comparative and independent evaluation on progress on 

policy implementation based on a single set of policy dimensions 

and with reference to good practice; 

¶ Support Western Balkan countries and UNMIK/Kosovo  in setting 

targets on SME Policy development that are measurable, 

comparable, relevant and consistent with the Charter; 

¶ Promote experience-sharing and cross-country policy evaluation 

throughout the region. 

 

A second SME Policy Index evaluation will be conducted in 2009. In 

the interim, an IT based tracking mechanism containing the SME Policy 

Index scores and graphs will be devised. It will provide a platform for SEE 

How the SME Policy Index was Developed 

The SME Policy Index evaluation is based on the ten policy dimensions of the 

Charter*  and was developed chronologically as follows. 

¶ The Investment Compact and its three partner organisations (EC, European 

Bank for Reconstruction and Development, European Training Foundation) 

designed a SME policy toolkit. 

¶ Using the toolkit, Western Balkan countries and UNMIK/Kosovo conducted 

self-evaluations, structured in a national report along the lines of the Charter 

dimensions. 

¶ The partner organisations conducted second-level measurements through desk 

research, local consultants and structured interview. 

¶ A team of independent consultants used the SME Index to conduct independent 

assessments. 

¶ Preliminary scorings were determined by the partner organisations.  

¶ Governments were given an opportunity to comment on the preliminary 

findings. 

¶ Final decisions on scores were taken by the partner organisations. 

*  Education and training for entrepreneurship; cheaper and faster start-up; better legislation and 

regulation; availability of skills; improving online access for tax filing and company registration; 

getting more out of the Single Market; taxation and financial matters; strengthening the technological 
capacity of small enterprises; successful e-business models and top class business support; 

developing stronger, more effective representation of small enterprises. 
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National Charter Coordinators to regularly send updates on Charter-related 

activities that might influence the countryôs scorings. As well, work on a 

specific topic related to one of the Charterôs dimension will be conducted. 

Partner organisations and Charter National Coordinators have decided to 

concentrate on how to promote and support SME innovation and 

competitiveness. Work will be developed through workshops; the first one 

in Slovenia in September 2007 and by focus groups and peer reviews in two 

countries. 

The South East Europe Investment Committee 

In April 2007, South East European countries and the Investment 

Compact launched the South East Europe to encourage the implementation 

of policies to increase domestic and foreign investment. Through this 

Committee, the Investment Compact will support SEE countries in 

developing guidelines to implement reform in the key policy priorities 

identified in the IRI evaluations. 

The Committee is composed of a Core Committee and of Working 

Groups in charge of developing óHow to implement reformsô guidelines. 

Member countries agreed that the first four Working Groups and set of 

guidelines would focus on investment promotion (SME linkages), regulatory 

reform (Regulatory Impact Analysis), human capital (skills gap analysis) 

and anti-corruption (public procurement systems). Four How to Implement 

Reports will be published in November 2007. 

The Committee is also responsible for implementing the Regional 

Framework for Investment and serves as a platform for consultations on 

investment-related issues. It will also act as the óinvestment armô of the 

Regional Co-operation Council following a final confirmation by the 

signatories of the Central and Eastern Free Trade Agreement.
3 

The 

Committee has been designed to enhance regional leadership for common 

strategies and is closely associated with other relevant initiatives. 

Specific Implementation of Reform Projects 

The Investment Compact also works on developing and implementing 

regional and country-specific advisory projects. Three such projects have 

been operational over the past 2 years. 

                                                        
3  

The Regional Co-operation Council has been set to replace the Stability Pact for South Eastern 

Europe. The signatories of the CEFTA are Albania, Bosnia and Herzegovina, Croatia, FYR 

Macedonia, Moldova, Montenegro, Serbia, UNMIK/Kosovo. 
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In May 2007, the Investment Compact, in collaboration with the World 

Bank óInvest in the Western Balkansô (IIWB) programme, launched a new 

project entitled óDefining and Strengthening Sector Specific Sources of 

Competitiveness in Western Balkans Countriesô. The projectôs objectives 

are to: 

¶ Develop a sectoral analysis to complement the IIWB investment 

promotion agenda, which has been endorsed by Western Balkans 

countries and is being implemented with the countriesô investment 

promotion agencies; 

¶ Provide detailed and accurate data and information for each sector; 

¶ Remove sector specific barriers in the targeted sectors. 

The first two objectives are currently being tackled through the 

implementation of a thorough sectoral evaluation to analyse the regionôs 

most competitive sectors at the regional level, taking into account 

government priorities and the strengths and weaknesses of each country. 

Following completion of the sectoral analysis, the Investment Compact 

will begin work on the third objective, which will involve implementing 

projects to remove sector-specific barriers. These individual projects will 

begin in June 2008 and will be elaborated from the list of barriers identified 

in the sectoral analysis and discussed and agreed upon with the countries in 

early 2008. 

In July 2007, the Investment Compact completed the project 

óStrengthening Development and Implementation of Investment and Trade 

Policy in the Western Balkansô (referred to as SEEStat). This project 

coached the regionôs countries on improving the quality of their investment 

statistics, notably by ensuring that they are in line with international 

standards. The project also involved conducting case study examples of 

evaluating the impact of FDI.  

The objectives of the project were to: 

¶ Provide a methodological framework for the systematic and 

comprehensive collection of FDI data based on international 

standards; 

¶ Improve the ability of policy-makers to evaluate the impact of FDI 

on a number of key economic variables (e.g. employment, tax 

revenues, trade, etc.), thus improving countriesô ability to target and 

evaluate policy-making; 

¶ Provide an opportunity for experience-sharing between government 

and bilateral and multilateral organisations operating in the SEE 
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region over a wide spectrum of policy issues, thereby increasing the 

scope for donor co-operation and co-ordination. 

As part of the project, three workshops were organised. The first on 

Upgrading FDI Data Collection, Elaboration and Dissemination Systems, 

held in June 2006, in Istanbul, the second on Evaluating the Impact of FDI 
in SEE - Case Studies and Practical Tools, held in October 2006, in Zagreb 

and the third on South East European Opportunities in the Global 

Offshoring Market held in December 2006, in Prague. 

Three publications were released to disseminate part of the projectôs 

output. 

¶ The Impact of FDI on the Croatian Economy. This report is an 

assessment of the role of FDI in Croatia. The main characteristics of 

FDI in that country are described, along with its impact on 

employment, fiscal revenues and trade. 

¶ The Role of FDI on the Restructuring of the Metal Processing 

Industry in Bosnia and Herzegovina. This report presents an 

overview of the metal processing industry in Bosnia and 

Herzegovina and an assessment of the impact of FDI on this 

industry. 

¶ How South East Europe Countriesô Statistics Measure FDI. This 

report presents an evaluation of the practices, definitions and 

concepts used for statistical measurement of FDI in SEE using the 

OECD/IMF Survey of Implementation of Methodological Standards 

for Direct Investment (SIMSDI). 

This project was conducted in close collaboration with the EC-Eurostat 

Regional Statistics Programme on improving trade statistics and with the 

Stability Pact Working Group on Trade Liberalisation and Facilitation. 

In December 2005, the FDI Strategy for Moldova was launched. This 

project aims to increase FDI flows to Moldova and to promote Moldovan 

SMEs. The first phase - Strategy Development - of the project consisted in 

drafting an FDI and Export Promotion Strategy for the Government of 

Moldova and was completed in June 2006 with the adoption of the Strategy 

by the Moldovan Ministry of Economy and Commerce. 

The second phase - Coaching and Implementation - is now under way 

and focuses on implementing concrete actions in one of the sectors 

identified during the first phase: Remote Technical Business Services.  Four 

activities will be developed during this phase: 

¶ Elaboration of a FDI database; 
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¶ Implementation of a Skills Gap Analysis; 

¶ Development of an SME linkages programmes between foreign 

investors and local enterprises; 

¶ Investorsô missions to market Moldova as an investment destination. 

Mobilising private sector and political support 

The Investment Compact actively supports the participation in, and 

opinions on its work of the private sector. In particular, it seeks 

contributions to the programmeôs monitoring and evaluation activities, 

opinions on policy reform issues and best practice sharing with SEE 

countries. 

The programmeôs main private sector partners are the Business 

Advisory Council for South Eastern Europe (BAC), the Business and 

Industry Advisory Committee to the OECD (BIAC), and the network of 

SEE Foreign Investors Councils (FIC). The programme elicits private sector 

input on its activities mainly through interviews, participation in 

public/private review of preliminary IRI and SME Policy Index results, and 

input and participation in the business sessions of its Ministerial 

Conferences. 

The Investment Compact ensures political support for its initiatives 

through the bi-annual Meetings of the SEE Investment Committeeôs Core 

Committee. These meetings bring together high-level policy-makers from 

the Ministries of Economy and Investment Promotion Agencies of the 

region to discuss the programmeôs work plan. The Investment Compact also 

holds an annual Ministerial Conference to encourage top-level political 

support and regional ownership of the reform process and Investment 

Compact activities. The 2008 Ministerial will  be held in Serbia (Belgrade, 

11-12 February) and will focus on public-private partnerships. 

Finally, political support is garnered through regular missions to the 

region to discuss the programmeôs activities and the identified priority areas 

of reform. The specific objectives of these events and missions are to 

encourage consensus on OECD Investment Compact activities, to discuss 

policy recommendations and findings from Investment Compact 

evaluations, to promote regional co-operation in the implementation of 

reforms and to garner political commitment from relevant policy-makers to 

implement reforms. 



3.  REGIONAL INITIATIVES: DRIVING EMPLOYMENT AND ECONOMIC GROWTH THROUGH INVESTMENT 

 

 

78  INVESTMENT FOR DEVELOPMENT: 2007 ANNUAL REPORT - 00 2007 3E 1 P - © OECD 2007 

Annex 1.  

 

OECD Press Release for the Launch of the IRI 2006 Report 

South Eastern European countries should step up their fight against 

corruption, further encourage competition and intensify regional co-

operation on trade in order to attract more and better foreign direct 

investment, according to a new OECD report. 

The OECD Investment Compactôs Investment Reform Index report 

2006 analyses the policies of countries in the region and recommends how 

they could improve them to attract more and better foreign direct investment 

(FDI). The countries are Albania, Bosnia and Herzegovina, Bulgaria, 

Croatia, FYR Macedonia, Moldova, Montenegro, Romania and Serbia. 

Some significant progress has been made, the report finds. Countries 

have put in place effective investment policies, liberalised their trade 

regimes and introduced low corporate tax rates that range from 9% to 20%. 

However, economic growth and policy reforms have not reduced 

unemployment in the region, which is over 20% in the Western Balkans. 

FDI inflows continue to depend heavily on privatisation, with 90% of 

inflows concentrated in Bulgaria, Croatia, Romania and Serbia. 

The report warns that time is running out for the region to achieve its 

full investment, growth and employment potential. Without further reforms, 

the region risks being marginalised by competition from both Central 

Eastern European countries, which are increasingly active in high-value, 

more capital and technology intensive sectors, and low-cost, labour-

intensive producers in Asia and North Africa. 

EU accession has accelerated the reform process, particularly in 

Bulgaria and Romania, which lead the region in implementing investment 

and competition policy. But every country needs to do more on issues not 

directly related to the accession process, such as regulatory reform, tax 

administration and human capital. 

Public governance in the region needs to be improved, notably in terms 

of anti-corruption and regulatory reform. While laws and institutions are in 

place to fight corruption, there is little evidence of enforcement. There are 
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too few investigations, prosecutions and convictions on corruption charges. 

Corruption in tax and customs has been reduced by streamlining 

administrative processes but conflict of interest for civil servants, for 

instance in the area of public procurement, remains a problem. 

Regulatory reform is a major challenge. Countries have put in place 

regulatory reform strategies and established regulatory bodies. But most of 

these bodies are understaffed and many lack the power to challenge draft 

laws. 

Policy inconsistencies in the region are also sending out conflicting 

signals to investors. For example, while countries have significantly reduced 

tariffs and abolished import and export licenses, they have not yet addressed 

high non-tariff barriers to trade such as technical, health and sanitary 

standards, as well as burdensome customs procedures. Land property rights 

and the enforcement of intellectual property rights should also be 

strengthened. 

The OECD Investment Compact is a regional programme set up to 

improve the investment environment and encourage private sector 

development in South East Europe (SEE). It operates under the auspices of 

the Stability Pact and its work is co-ordinated by the OECD, which provides 

the secretariat. 
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Annex 2.  

 

OECD Press Release for Launch of the SME Policy Index 2006 

The Western Balkans has recently made good progress in improving the 

policy environment for small enterprises, the backbone of the regionôs 

economies. But more needs to be done, notably in Albania, Bosnia and 

Herzegovina and UNMIK/Kosovo, to support small and medium-sized firms 

(SMEs), according to a new report by the OECD and the European 

Commission on enterprise policy in six Western Balkan countries (Albania, 

Bosnia and Herzegovina, Croatia, the former Yugoslav Republic of 

Macedonia, Montenegro and Serbia) and the province of Kosovo. 

óEnterprise Policy Development in the Western Balkans: a report 

on the implementation of the European Charter for Small Enterprisesô 
finds that while Croatia has taken a general lead in the overall environment 

for SMEs, Serbia, Montenegro and the Former Yugoslav Republic of 

Macedonia have made important strides in the right direction and may 

shortly be able to catch up with Croatia. 

The situation in Albania, Bosnia and Herzegovina and UNMIK/Kosovo 

warrants a renewed commitment for the introduction and implementation of 

business friendly policies over the next years. In Bosnia and Herzegovina a 

new push to adopt a state level policy framework (SME strategy and 

implementing capacities) remains important. In Albania the challenge lies 

mainly in the modernisation and speeding up of company registration 

procedures, in line with what the regionôs other countries have recently 

achieved. 

Across the region, most progress has made in dimensions directly 

related to improvements in small enterprisesô operational environment: more 

rapid registration for start-up, taxation and finance, and SME representation 

and public/private dialogue. In regulatory reform and the development of 

access to the Single European Market, progress has been slower and uneven 

across the region. There are more encouraging results in technological 

capacity and e-business models than in improving on-line access. 

Scores in the dimensions óhuman capital development, entrepreneurship 

education and trainingô and óavailability of skillsô are comparatively low. 
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Making good progress in these two dimensions will require the introduction 

of complex structural reforms in the education and labour markets. These 

reforms will only show results in the medium to long term. 

In some policy areas the Western Balkan economies are advancing 

together. For example, each country will soon have an SME Development 

Strategy and an SME Agency. Regarding entrepreneurship education, pilot 

projects have been initiated in each of them. With a few exceptions, all 

countries are advancing in speeding up company start up procedures. 

In other areas there are clear differences. Croatia, for example, is ahead 

of the other Western Balkan economies in the dimensions associated with 

technological development, the promotion of competitiveness and gearing 

up business for work in the information society where online access and 

information portals offer new potential to reduce the burdens on 

entrepreneurs. 

The Western Balkan governments which have not already established 

the basic operational environment for SMEs in areas such as business 

registration, taxation and access to finance need to do so rapidly. In addition, 

government resources, both human and financial, need to be increased as a 

high dependence on donor funding risks making reform fragile and 

unsustainable. With the Western Balkans moving along in the EU 

integration process and the first impacts of the approach to the EU single 

market being felt, a dedicated push to boost competitiveness and innovation 

also becomes critical. 

The report was presented on 26 and 27 March 2007 at an official launch 

organised by the European Commission and the Croatian Ministry of 

Economy, Labour and Entrepreneurship in Dubrovnik, Croatia. The 

assessment is based on, and analyses 10 dimensions: entrepreneurship 

education and training, cheaper and faster start-up, better legislation and 

regulation, availability of skills, improving on-line access, getting more out 

of the single market, taxation and financial matters, strengthening the 

technological capacity of SMEs, successful e-business models and top class 

small business support, representation of small enterprisesô interests. 

The report was prepared by the OECD Investment Compact for South 

East Europe and the European Commissionôs Directorate General for 

Enterprise and Industry, in consultation with the European Training 

Foundation and the European Bank for Reconstruction and Development. The 

assessment is based on the European Charter for Small Enterprises, a key 

guidance document for policy making on improving the business environment 

within the EU, which the countries of the Western Balkans adopted in June 

2003. A new report assessing progress will be published in 2009. 
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3.4.  Emerging Asia 

The OECD-Asia Investment policy co-operation emerged from 
an exploratory meeting in Shanghai on 6 December 2002, 

against the background of countries in the region being 

increasingly concerned about maintaining high levels of foreign 
direct investment inflows and the implications of China 

attracting a major share of these inflows.  

The expected outcome from the Investment Committeeôs policy 

dialogue with Asian economies and in partnership with regional 

bodies is to contribute to an improved investment environment 
in the region and to retaining and maximising benefits of private 

sector investment for Asian development.  

Contact: marie-france.houde@oecd.org  
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Co-operation with APEC is one of the main channels through which 

policy dialogue with Asian economies is conducted. The Investment 

Committeeôs policy dialogue with Asian economies and its partnership with 

regional bodies contribute to an improved investment environment in the 

region and to retaining and maximising the benefits of private sector 

investment for Asian development. 

OECD cooperation with APEC has high level policy attention.  The 

2006 18th APEC Ministerial Meeting held in Hanoi 15-16 November 2006 

welcomed Australiaôs initiative to host a high-level event on the PFI.  And 

the Declaration on the G8 Summit 2007 held in Heiligendamm on 6-7 June 

2007 stated that ñthe Policy Framework for Investment could be translated 

into national practices and developments, especially for countries é under 

the Asia Pacific Economic (APEC) Frameworkò. 

The main focus of this yearôs co-operation programme was on the use of 

the Policy Framework for Investment (PFI) by Vietnam for improving the 

investment environment and developing the capacity to make the necessary 

reforms.  There were two main areas of activity:  

¶ As host for APEC 2007, Australia organised an APEC High-Level 

Public-Private Dialogue on the Policy Framework for Investment in 

Melbourne on 26-27 April 2007; and 

¶ Vietnam invited the OECD to conduct a comprehensive assessment 

of its investment policies against the Policy Framework for 

Investment. 

APEC High-Level Public-Private Dialogue on the Policy Framework 

The key objectives of the Melbourne Conference were to discuss how 

APECôs developing economies may make use of the PFI as an investment 

policy design tool to achieve investment climate reform and to deliver 

momentum and capacity to implement reforms.  

The Conference was opened by the Honourable Chris Pearce, 

Parliamentary Secretary to the Treasurer of Australia (Annex 1 reproduces 

his opening remarks) and Mr. Masashi Mizuhami, APEC Senior Official for 

Japan an closed by Mr. Chris de Cure, APEC Senior Official for Australia. It 

benefitted from the participation of several other APEC Senior Officials and 

business representatives and investment experts from APEC and the OECD; 

as well from the IMF, UNCTAD and the Asian Development Bank. 

The discussion was organised around five major themes: (1) PFI, policy 

coherence and behind-the-border barriers; (2) improving the investment 

climate ï partnership for reform; (3) potential of the PFI to generate reform 
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ï preliminary results of Vietnamôs partnership with the OECD; (4) 

investment climate reform strategies in selected APEC economies; and (5) 

policy reform priorities and capacity building needs.  

One of the highlights of the Conference was the presentation by 

Vietnam of a tentative PFI self-evaluation of its investment policies. It gave 

an honest account of the stronger and weaker points of its regulatory 

framework and recognized the need to pursue its reforms by drawing on best 

practices. It also announced its decision to invite the OECD to conduct a 

comprehensive PFI assessment of its policies and share the results with 

OECD members. 

The agreed objective of the full PFI assessment of Vietnam, conceived 

as a partnership process, is to help Vietnam strengthen its policy framework 

to attract more and better investment from domestic and international 

sources in support of the countryôs economic and social development. The 

assessment report will cover the PFI chapters dealing with investment 

policy, investment promotion and facilitation, trade policy, competition 

policy and tax policy.  

The Vietnamese Ministry of Planning and Investment (MPI) and the 

Central Institute of Economic Management (CIEM) will act as the focal 

points for the OECD in the preparation of the assessment report. MPI will 

co-ordinate the contributions of the agencies involved.  The report is 

expected to be finalised in mid-March 2008 and will be presented and 

discussed at the March 2008 Global Forum on International Investment (see 

Chapter 2). The report will include a suggested a roadmap on follow-up 

actions.  

The completion of the PFI review of Vietnam should pave the way for 

deeper co-operation between the Government of Vietnam and the OECD 

Investment Committee. It could also lead to the conduct of other PFI 

assessments of Asian economies. Indonesia, for instance, has been identified 

as a privileged partner for the enhanced engagement policy announced at the 

OECD Ministerial Meeting in May 2007. 
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Annex 1.  

 

Welcome speech for the APEC high-level public-private policy 

dialogue on the policy framework for investment 

The Honourable Chris Pearce, Parliamentary  

Secretary to the Treasurer of Australia 

Key Points 

APEC: The importance of APEC and Australia's role as host in 2007 

Economic management: The significance of economic reform as a 

general principle 

Investment and APEC: The importance of óreform partnershipsô to 

drive investment climate reform within APEC 

Iôd like to extend a very warm, Melbourne welcome to everyone here 

today. Can I thank you all for the opportunity to provide some opening 

remarks to this very important APEC level Policy Dialogue. 

The Asia-Pacific region is vital to Australiaôs economic future.  The 

Australian Government therefore places great value on APEC. It is the pre-

eminent regional organisation, and Australia of course, is very proud to be 

its host this year.   

The Australian Government acknowledges that APEC operates on a 

voluntary basis.  Open discussion based on mutual respect, informs debates 

among APECôs member economies.  We believe that the views and opinions 

of all APEC member economies, large and small, are equally important in 

forging decisions based on consensus. 

The key objective of this Policy Dialogue is to examine the Policy 

Framework for Investment - or the óPFIô.  The PFI is a highly flexible 

diagnostic tool developed by a Task Force of the OECD, which itself 

involved 15 APEC member economies. 

The Policy Dialogue will discuss how APECôs developing member 

economies may use the PFI tool as an organising principle for investment 

climate reform.  In practice, member economies may use this PFI to 
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benchmark their strategies for undertaking investment reform against 

broadly accepted best international practices. 

APECôs Leaders ð through the Busan Business Agenda of 2005 and 

the Hanoi Action Plan of 2006 ð have recognised that improving 

investment climates is a major challenge for APECôs developing member 

economies.  This is because investment climates must improve if living 

standards are to rise, working conditions are to get better, and more jobs are 

to be created. 

The current Policy Dialogue offers a way forward to meet this 

challenge.  The challenge embraces improving the climate for both domestic 

and foreign investment ð the former makes up about 88 per cent of total 

investment in APEC developing member economies.   

However, I think it is important to say that the PFI is not a panacea.  

Rather, it offers to all of us, a framework to take on the challenge of 

improving our investment climates.  Importantly, the PFI does offer a 

comprehensive and coherent approach to the task of investment policy when 

comparing it to other diagnostic tools.  And at the same time, the PFI can 

complement existing approaches based on other organising principles we 

will hear about today. 

I wish to commend APEC for bringing together high-level policymakers 

and business people today.  The Policy Dialogue has successfully brought 

together such interests for over a decade now.  The Dialogue will promote 

understanding of the practical benefits of PFI assessments.  And I think it 

will also demonstrate how PFI assessments may be conducted. 

I would like to encourage all of you here today to take up the 

opportunity that is offered by this very constructive forum.  APECôs 

developing member economies have a key role in the Dialogue.  They will 

present their reform experiences and their current policy settings and 

prospects.  They will also consider how they may use the PFI to refine those 

settings and perhaps most significantly, improve outcomes. 

Business, too, has a particular role in this Dialogue.  Business can 

highlight the impact of non-transparent investment climates on their 

commercial decision-making.  Business can also make a case for improving 

economic growth - and thus, living standards - by optimising the use of 

capital flows. 

International development institutions and related bodies also have a 

special role.  They can point out the pitfalls of their experience.  Inevitably, 

this will lead to discussion of the need for clear policy priorities.  These 

priorities, I think, should take account of the broad investment policy 

environment and potential, or if you like, unintended, knock-on effects. 
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Broadly speaking, the Dialogue over the next two days will demonstrate 

that APEC can make sound use of the experience of all of its participants.  

That is, APEC developing member economies, businesses, international 

policy institutions and international development organisations can all, 

together, contribute to investment climate reform. 

I would now like to turn to the significance of economic reform as a 

general and guiding principle for all good policy. 

Commentators have noted that Australiaôs economic record over the last 

decade has been outstanding.  It therefore behoves our country, where 

possible and where appropriate, to share the ósecretsô of our success, and I 

hope we can do that through our significant involvement in APECôs 

Economic Committee and the Finance Ministersô Process. 

I know that the Economic Committee has embarked on a new, 5-year 

structural reform programme.  It is now in the process of finalising ongoing 

work programs in the areas of competition policy; regulation; governance; 

and economic and legal infrastructure.   

And Finance Ministers have finalised their medium-term work agenda 

that focuses on macroeconomic, fiscal and financial issues. 

Finally, I would note the importance of óreform partnershipsô to drive 

investment climate reform within APEC.  I need go no further than point to 

a key deliverable for this Dialogue ð a PFI scoping study on Vietnam. 

 Japan, Australia, Vietnam and the OECD have all joined in such a óreform 

partnershipô to put this study together.  The OECD and Vietnam will present 

their findings at this meeting. 

I feel certain that this Policy Dialogue will play a significant role in 

driving investment climate reform within APEC. 

I urge you all to share your ideas on the best uses for the PFI.  I wish 

you all every success in this endeavour. 

Thank you. 
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Chapter 4. 

 

China, India and Russia:  

Evidence Based Policy Dialogues 

An element of the OECD Investment for Development Initiative is dialogue 

with the major non-member players in the field of international 

investment. China and the Russian Federation have been involved in 
dialogue with the OECD Investment Committee for nearly a decade, and 

the Government of India agreed in 2007 to intensify its co-operation 
programme with the Investment Committee in recognition of the 

importance of foreign investment policy in Indiaôs overall reform strategy.  

The co-operation focuses on promoting transparent, open and non-

discriminatory investment policies and their effective implementation, as 

well as improving the quality of FDI data in support of sustainable 

economic development. 

This chapter overviews the activities of the country programmes of co-

operation with the Peopleôs Republic of China and the Russian 
Federation, the results achieved and future directions. It also outlines the 

recently reinforced dialogue between the Government of India and the 

OECD Investment Committee. 

Contacts: kenneth.davies@oecd.org (China and India) 

Blanka.kalinova@oecd.org (Russia),  
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4.1.  China 

Co-operation between the OECD and China on investment policies has 

been in place since 1995. The programme focuses on developing a mutually 

beneficial exchange of experience to promote an open and transparent rules-

based policy framework for investment in China. Such a framework 

encourages more and better investment, both domestic and foreign, 

stimulating economic growth and development. This theme was emphasised 

in the OECD Investment Policy Review of China: Progress and Reform 

Challenges published in 2003 and in the 2006 OECD Investment Policy 
Review of China: Open Policies towards Mergers and Acquisitions.  

Having established its position as one of the worldôs leading destinations 

for FDI by the turn of the century, China has since become an increasingly 

important investor in the global economy. Chinaôs ñgo globalò policy 

provides opportunities for the countryôs major enterprises, but it also poses 

strong challenges. Having sheltered for decades under the wing of the 

government, Chinaôs state-owned enterprises are facing a steep learning 

curve as they develop a presence overseas, not least in the area of corporate 

behaviour norms. Publics in OECD Member countries are also voicing 

concerns over alleged infringements of such norms by Chinese corporations, 

both at home and abroad. 

Responsible Business Conduct 

In response to these developments and a Chinese government request in 

2005 for an exchange of experience with the OECD on responsible business 

conduct, the cooperation programme with China has over the past 18 months 

helped Chinese enterprises to understand internationally-recognised norms 

of business conduct, such as the OECD Guidelines for Multinational 

Enterprises. On 22 February 2006 OECD Secretary-General delivered a 

presentation on the OECDôs approach to encouraging responsible business 

conduct in the context of investment policy co-operation with China at the 

keynote session of the Global Corporate Social Responsibility Forum in 

Beijing. This was followed in September 2006 with the launch of a co-

operative project on Chinese and OECD government approaches to 

encouraging responsible business conduct at a seminar jointly organised by 

the OECD and the Ministry of Commerce of the Peopleôs Republic of China 
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(MOFCOM) at the 10
th
 China International Fair for Investment and Trade in 

Xiamen, South China.  

In April 2007 the OECD visited Beijing and Hong Kong, China to 

conduct research into policies to encourage responsible business conduct. A 

wide range of stakeholders were interviewed, including the Chinese 

government, OECD Member embassies in Beijing, other international 

organisations, Chinese enterprises and business associations, OECD 

Member country multinationals and business associations, Chinese and 

international NGOs, labour representative organisations, academics and 

journalists. The results of this research are being compiled into a 

background report for a multi-stakeholder symposium in Beijing in 2008 

and subsequently to form the basis of a chapter in the planned 2008 OECD 

Investment Policy Review of China. 

Improving FDI Statistics 

The OECD is also exchanging experience with China in the 

development of FDI statistical methodology. The OECD is uniquely placed 

to develop co-operation with China on FDI statistics in view of its standard-

setting role in originating and maintaining the OECD Benchmark Definition 

of FDI (see Box) and as the convenor of the IMF/OECD Direct Investment 

Technical Expert Group and the OECD Workshop on International 

Investment Statistics. Statistics that are more comparable and accurate will 

enable China and its investment partners to understand clearly the pattern of 

Chinaôs inward and outward FDI flows, providing a sounder basis for 

analysis. Better outward and inward FDI statistics can also help Chinese 

policy-makers frame more effective policies to encourage the free flow of 

investment.  

At a China-OECD Dialogue on FDI statistics on 5 December 2006 both 

sides agreed to establish a framework for continuous networking between 

Chinese and OECD experts on FDI statistics and to develop medium-term 

priorities for China-OECD co-operation on FDI statistics. China and the 

OECD agreed to identify a group of core experts from China and the OECD, 

to organise enabling visits, discussions and experts meetings, and to present 

special papers for discussion and publication. A summary of the meetingôs 

conclusions is in Annex I.  Thanks to this co-operation a joint China-OECD 

seminar on FDI Statistics took place at the 11th China International Fair for 

Investment and Trade (CIFIT) in Xiamen on 8-11 September 2007. 
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Regulatory Reform and the Investment Climate 

In December 2006 the OECD published an assessment of the 

Regulations on the Acquisition of Domestic Enterprises by Foreign 

Investors which had been issued on 8 August 2006 and took effect on 8 

September 2006. A summary of this assessment can be found in Annex II. 

The OECD pointed out that the 2006 Regulations represented a further 

opening toward cross-border mergers and acquisitions (M&As) in line with 

standard international practice in that they allowed for the first time the 

acquisition of equity interests held by shareholders of a Chinese domestic 

company by payment of equity interests held by shareholders of an overseas 

company or new shares issued by an overseas company. It also noted that 

the 2006 Regulations increased corporate transparency by requiring parties 

The OECD Benchmark Definition of Foreign Direct Investment 

The OECD Benchmark Definition of Foreign Direct Investment first published in 
1983 sets the world standard for direct investment statistics. It recommends a set of 
principles and practices for the collection of FDI statistics designed to avoid 
inconsistencies between countries, to reduce global discrepancies, to achieve 
consistent statistical series over time and to allow a meaningful exchange of data 
between partner countries. It is also fully compatible with the underlying concepts 
and definitions of the IMF Balance of Payments (BOP) Manual and it follows the 
general economic concepts set out by the System of National Accounts.  

The Benchmark Definition is being revised. New methodologies are under 
development to identify ñgenuine FDIò, i.e. identifying the ultimate host or investing 
country or industry and eliminating ñpass-through transactionsò or ñcapital in transitò 
through non-operating intermediaries. The revision of the Benchmark Definition for 
Foreign Direct Investment aims to meet a number of objectives, including: 

§ A single point of reference for FDI statistics; 

§ Clear guidance for countries developing or changing their statistical systems 
for recording direct investment; 

§  International standards for FDI taking into account the effects of 
globalisation; 

§ A better basis for economic analysis of direct investment;  

§ Practical guidance to users of direct investment statistics, including the 
relations of FDI to other measures of globalisation; and 

§ An objective basis for measuring methodological differences that may exist 
between partner country national statistics. 

The new Benchmark Definition of Foreign Direct Investment will be published in 
early 2008. 
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to a cross-border acquisition to disclose important information, for example, 

on cross-holdings and on the use of overseas special-purpose investment 

vehicles.  

On the other hand, the OECD pointed out, the 2006 Regulations added 

an unwelcome screening requirement on cross-border M&A transactions 

involving a ñmajorò industry, having a potential impact on national 

economic security, or possibly resulting in the transfer of famous trademarks 

or traditional Chinese brands. The OECD proposed that these terms be 

defined and that the new screening requirement be withdrawn. 

In March 2007 the OECD welcomed two policy advances at the 2007 

session of Chinaôs National Peopleôs Congress. It first of all pointed out that 

the new Enterprise Income Tax Law, by setting a single 25% tax rate for 

domestic and foreign-invested enterprises, had ended the uncertainty 

surrounding this policy since Chinaôs accession to the WTO in 2001. It 

further noted that the new Property Law gave equal protection in law to 

public and private property for the first time since the establishment of the 

Peopleôs Republic of China. The press statement is in Annex III. 

A resolution adopted by the OECDôs Ministerial Council on 16 May 

2007 invites the OECD Secretary-General to strengthen co-operation with 

China and four other non-member countries through enhanced engagement 

programs with a view to possible membership. Co-operation on investment 

policies is a major component of enhanced engagement.  
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Annex 1. 

 

Summary of conclusions of the China-OECD Dialogue on FDI statistics  

for policy making, Paris, 5 December 2006 

i. The meeting established a successful basis for future co-operation between 

China and the OECD on FDI statistics.   

ii.  The purpose of co-operation is to promote an exchange of views and 

experiences between Chinese and OECD experts on FDI statistics and also 

help China improve its statistics on inward and outward FDI flows and stocks.   

iii.  There was a general agreement that FDI statistics form an important and 

necessary component for the analysis of the global economy, keeping in mind 

the undisputed role of FDI for development as set by the Monterrey 

consensus. 

iv. There was an interesting exchange of views whereby OECD users and 

statisticians acknowledged in the most transparent way the shortcomings of 

current FDI statistics based on the methodology of the Benchmark Definition 
of Foreign Direct Investment, 3

rd
 edition.  The Chinese Delegation provided 

its views and described the current situation with regard to FDI statistics in 

China and the responsibilities of various institutions. 

v. The Secretariat informed the delegations of current work on various new FDI 

data breakdowns for which recommendations will be included in the 

Benchmark Definition of Foreign Direct Investment, 4
th
 edition to improve the 

analytical ability of the users.  These changes concern: FDI excluding ñpass-

through fundsò and ñcapital in transitò, FDI according to ultimate investing 

and ultimate host country, and FDI by type (M&As and Greenfield 

investment). 

vi.  Delegations welcomed the OECDôs initiative in organising the meeting, 

thanked the OECD for inviting China to the dialogue and strongly supported 

follow-up activities.  Several delegations, including international 

organisations, expressed their willingness to contribute actively to future 

work. 
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vii.  The Chinese delegation extended its thanks for and expressed great 

satisfaction with participation in this meeting and their willingness and 

openness to conduct future dialogue with OECD. 

viii.  China endorsed the practical co-operation framework on FDI statistics 

proposed by Mr Schekulin, Chairman of the Investment Committee.  Mr. 

Satoru, the Chairman of the China-OECD dialogue on FDI statistics, asked the 

Secretariat to prepare concrete follow-up activities, to include all the parties 

who had expressed their willingness to co-operate.  
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Annex 2. 

 

Summary of the December 2006 Supplement to the 2006 OECD Investment 

Policy Review of China on Recent Developments in Chinaôs Policies towards 

Cross-Border Mergers and Acquisitions  

Introduction  

This note is a contribution to the OECDôs co-operation with China to 

develop more open, transparent and non-discriminatory investment policies 

in support of Chinaôs development. It also forms part of a body of work on 

reconciling perceived needs to protect national interests with more open 

investment policies in all countries, currently under discussion in a 

continuing series of roundtables on freedom of investment, national security 

and "strategic" industries at the OECD in Paris. 

The OECDôs 2003 and 2006 Investment Policy Reviews of China 

recommended more open policies towards cross-border mergers and 

acquisitions (M&As). The 2006 Review analysed inter alia the 2003 Interim 
Provisions on Mergers and Acquisitions of Domestic Enterprises by Foreign 

Investors (referred to in this note as the 2003 Interim Provisions), hitherto 

the most comprehensive set of regulations on cross-border M&A. It 

welcomed the additional transparency they brought, and proposed further 

measures to liberalise cross-border M&A regulations, including: further 

relaxation of foreign ownership restrictions; increased regulatory 

transparency; adopting internationally-standard and transparent merger 

notification procedures; further improving corporate governance; and fully 

opening capital markets to foreign investor participation. 

On 8 August 2006 the Ministry of Commerce (MOFCOM) posted in 

Chinese on its web site a new set of Regulations on the Acquisition of 

Domestic Enterprises by Foreign Investors (hereafter the 2006 Regulations), 

to take effect on 8 September 2006. The link to the text of the new 

regulations appears in a chronological list on the site. No invitation to 

submit comments on the Regulations is apparent on the site or in the text. 

The new policy towards cross-border mergers and acquisitions is 

explained in the 11th five-year plan for utilising foreign investment, 

published by the National Development and Reform Commission (NDRC) 
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on 9 November 2006.  This states that priority will be given to quality rather 

than quality of foreign investments, that emerging monopolies by foreign-

invested enterprises are posing a potential threat to Chinaôs economic 

security and that foreign businesses are harming Chinese enterprisesô 

capacity for independent innovation. The plan sets forth a clear industrial 

policy prioritising geographical areas, industrial sectors, levels of 

technology, environmental protection and efficient use of natural resources. 

In response to perceived rising concern over foreign acquisitions of leading 

Chinese firms in critical sectors, the plan provides for increased supervision 

of sensitive acquisitions to ensure that what are termed ñcritical industries 

and enterprisesò remain under Chinese control. 

Main findings 

The 2006 Regulations represent a further opening toward cross-border 

mergers and acquisitions (M&As) in line with standard international 

practice in that they allow for the first time the acquisition of equity interests 

held by shareholders of a Chinese domestic company by payment of equity 

interests held by shareholders of an overseas company or new shares issued 

by an overseas company. 

The 2006 Regulations increase corporate transparency by requiring 

parties to a cross-border acquisition to disclose whether or not they are 

affiliated with each other and, if they are under the common control of the 

same entity, to provide additional information regarding the purpose of the 

acquisition and whether the appraisal results conform to fair market value. 

They also make specific and detailed provision for the use of special-

purpose entities overseas by Chinese domestic firms making acquisitions in 

China - an important addition in view of the generally unrecorded but 

widespread practice of ñround-trippingò by Chinese companies seeking to 

benefit from incentives offered to foreign investors. 

On the other hand, the 2006 Regulations add a new screening 

requirement on cross-border M&A transactions in which the foreign 

investor obtains controlling rights of a domestic enterprise if the acquisition: 

¶ Involves a major industry. 

¶ Has or may have an impact on national economic security. 

¶ May result in the transfer of famous trademarks or traditional 

Chinese brands. 

The lack of definition of terms including ñmajor industryò, ñimpact" on 

"national economic securityò, ñfamousò trademarks and ñtraditionalò 

Chinese brands appears to render the new screening requirement less than 

wholly transparent. Foreign investors seeking to merge with or acquire 
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domestic Chinese enterprises, the domestic enterprises targeted for merger 

or acquisition, and the Chinese government agencies charged with 

implementing the new regulations may not have enough information to be 

able to apply these terms to an actual transaction. Pending the publication of 

detailed implementing regulations, if any, the new screening process may 

have a serious unintended discouraging effect on investments. 

The new screening measures covering cross-border acquisitions which 

have or may have an impact on ñnational economic securityò appear to go 

beyond measures to safeguard essential security interests. 

This also raises an issue of compatibility with international 

commitments. Since the extra layer of screening is added after the merger or 

acquisition, it amounts to an ex-post restriction which can substantially 

impede the stability of cross-border merger or acquisition transactions. 

ñFamous trademarksò can be certified by a Peopleôs Court and also by 

Chinese administrative agencies, including the Trademark Office of the 

State Administration for Industry and Commerce. Since Peopleôs Court 

certifications are not listed publicly, it is difficult for foreign investors to see 

whether a trademark falls into the category of ñfamous trademarksò. It is not 

usual for developed countries to restrict cross-border mergers or acquisition 

by reason of ñfamousò trademark or ñtraditionalò brands. 

The creation of a new layer of screening is in addition to the 

examination and approval process based on the Catalogues for Guidance of 

Foreign Investment Industries, which the Chinese authorities have been 

invited in both the 2003 and 2006 OECD Reviews to make more transparent 

and eventually replace with a closed list. It does not appear consistent with 

the repeatedly expressed intention of the Chinese authorities to streamline 

foreign investment approval procedures. 

The law concerning the control of strategic investment in listed 

companies by foreign investors was promulgated on 31 December 2005 and 

came into force on 30 January 2006. This law provides the relevant 

procedures for merger and acquisition of domestic listed companies by 

foreign investors. 

However, the relationship between the 2006 Regulations and this law is 

unclear, and therefore it remains uncertain whether the 2006 Regulations 

should be applied to a foreign investor merging with or acquiring a Chinese 

listed company. 

The OECDôs 2006 Review also noted that ñthe 2003 Interim Provisions 
contain regulations on premerger notification that appear to discriminate 

against foreign investors and others that are based on unquantifiable pre-

merger notification thresholdsò. The Review welcomed the Chinese 
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governmentôs intention to promulgate a non-discriminatory anti-monopoly 

law and meanwhile recommended changes to the merger notification 

procedures in the 2003 Interim Provisions to increase their transparency. It 

was understood informally from the Chinese authorities that they intended to 

replace the discriminatory merger notification procedures in the 2003 

Interim Provisions with a merger notification procedure in the anti-

monopoly law that did not distinguish between domestic enterprises and 

foreign investors. This reassurance was needed in view of recent calls from 

some officials for the new anti-monopoly law to block undesirable cross-

border acquisitions, following a report by the State Administration for 

Industry and Commerce (SAIC) in 2004 that foreign companies were 

building monopolies in China (an allegation that MOFCOM has since 

publicly refuted). The merger notification procedures in the 2006 

Regulations do not reflect the OECDôs recommendations and are essentially 

the same as those in the 2003 Interim Provisions. It remains to be seen 

whether these procedures will be rescinded when the anti-monopoly law is 

promulgated and whether there will be any distinction in the anti-monopoly 

law between domestic enterprises and foreign investors. 

Finally, according to the terms of its accession to the WTO, China has 

agreed to make available to WTO Members, upon request, all laws, 

regulations and other measures pertaining to or affecting trade in goods, 

services, TRIPS or the control of foreign exchange before such measures are 

implemented and enforced. China has also agreed to provide a reasonable 

period for comment to the appropriate authorities before such measures are 

implemented, except where to do so would impede law enforcement. As the 

2006 Regulations pertain inter alia to the control of foreign exchange, it 

would be reasonable to expect that they would have been notified to relevant 

external parties, preferably in English translation as well as in Chinese, in 

sufficient time to take their comments into account. It appears that such 

notification did not take place. China has recently introduced a system of 

soliciting public comment before finalising legislation. This initiative is a 

step forward, but its implementation remains incomplete. Procedures for 

receiving comments are not always transparent and sufficient time is not 

always provided for responses. 

Policy options for consideration 

Drawing on practices which OECD Members have also encouraged 

each other to adopt, policy options for consideration include: 

¶ Clarifying the conditions of application of the new screening 

procedures, in particular by listing sectors qualifying as ñmajor 

industryò, defining ñnational economic securityò and ñimpactò, and 
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explaining the criteria for identifying ñfamousò trademarks and 

ñtraditionalò Chinese brands. 

¶ Reducing the number of stages required in examination and 

approval procedures. The 2006 Regulations appear to introduce new 

complexities to the examination and approval process for cross-

border M&As. Any implementing regulations adopted to clarify the 

2006 Regulations would be more encouraging to investment in 

China if they moved in the direction of greater transparency, clarity 

and simplicity. 

¶ Using existing remedies which may be less restrictive than the 

additional procedures in the 2006 Regulations while still achieving 

the legitimate objectives which may underpin the introduction of the 

new screening process. 

¶ Reconsidering the merger notification procedures in the 2006 

Regulations in the light of the 2006 OECD Investment Policy 
Review, including the possibility of rescinding them when the anti-

monopoly law comes into force. 

¶ Providing drafts of new laws and regulations affecting or potentially 

affecting foreign investors in Chinese and English to appropriate co-

operation partners, including the OECD, sufficiently in advance of 

promulgation to receive and consider comments. 
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Annex 3. 

 

OECD press statement on 27 March 2007 welcoming policy advances at the  

2007 session of Chinaôs National Peopleôs Congress 

The OECD welcomes the passing of two laws by Chinaôs National 

Peopleôs Congress (NPC) on 16 March 2007 that contribute to an 

improvement in the investment climate. 

The Enterprise Income Tax Law, by setting a single 25% tax rate for 

domestic and foreign-invested enterprises, ends the uncertainty that has 

surrounded this policy since Chinaôs accession to the WTO at the end of 

2001. The Property Law gives equal protection in law to public and private 

property for the first time since the establishment of the Peopleôs Republic 

of China. 

At present, foreign-invested enterprises (FIEs) pay an average of 15% of 

their income in enterprise income tax, while domestic enterprises pay 25%. 

The standard concessions for an FIE include top income tax rates of 15% 

and 24% (depending on factors such as location) which only come into 

effect in a companyôs sixth full year of profit-making after a two-year tax 

holiday and three years at half-rate tax. Further concessions are available in 

certain sectors and locations. Domestic companies are subject to a standard 

enterprise tax rate of 33%, mitigated by sectoral and regional incentives. 

Domestic low-profit enterprises are levied tax at rates of 27% and 18%. 

The new law sets a standard rate of enterprise income tax of 25%, 

regardless of whether the enterprise is Chinese or foreign-owned. The rate is 

therefore reduced by eight percentage points for domestic enterprises and 

increased by ten or two percentage points for FIEs. The Chinese authorities 

calculate that the result will be CNY 41 billion more paid in enterprise 

income tax by FIEs in 2008, when the law comes into force, while domestic 

companies will pay CNY 134 billion less, so total revenue from enterprise 

income tax is expected to be CNY 93 billion lower than if the law had not 

been enacted. 

The new law is in line with the recommendation of the OECDôs 

Investment Committee and Committee on Fiscal Affairs that China attract 
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FDI by enhancing the regulatory framework for investment rather than by 

offering fiscal and other preferential incentives to foreign investors. 

The OECDôs 2003 Investment Policy Review of China: Progress and 
Reform Challenges cautioned against excessive reliance on special 

incentives to attract FDI as a substitute for establishing a broad enabling 

environment for investment characterised by openness, non-discrimination, 

transparency and effective rule of law.  

The 2003 Review also stressed that the main concern of FIEs is to ensure 

that concessions already extended will not be revoked retroactively, but 

protected by grandfather clauses. The 2007 Enterprise Income Tax Law 

addresses this concern expressed in the Review by not including any 

retroactive rate change and phasing the increase to 25% for existing FIEs 

over a five-year transition period, so that they can adapt gradually to the new 

rate. 

As pointed out in the December 2006 Supplement to the OECD 2006 

Investment Policy Review of China: Open Policies towards Mergers and 

Acquisitions, the August 2006 Regulations on the Acquisition of Domestic 

Enterprises by Foreign Investors make provision for checking on the use of 

special-purpose entities overseas by Chinese domestic firms making 

acquisitions in China. The OECD welcomed this as an important addition in 

view of the generally unrecorded but widespread practice of ñround-

trippingò by Chinese companies seeking to benefit from incentives offered 

to foreign investors.  

By eliminating incentives for foreign investors, the Chinese government 

has now removed the motivation for round-tripping, which can be expected 

to dwindle rapidly. As a result, Chinaôs FDI statistics are likely to become 

more accurate, since they will no longer include an unknown proportion of 

investment that is really domestic investment disguised as foreign 

investment. Another beneficial outcome will be increased tax revenue 

resulting from the closing of this tax evasion loophole. 

The removal of fiscal incentives for foreign investors will not remove 

incentives offered to investors in less-developed regions such as Western 

China and the Special Economic Zones and into sectors the government 

wishes to promote, such as environmental protection and renewable energy. 

As these incentives are non-discriminatory between foreign and domestic 

investors, they do not detract from the level playing field which the Chinese 

government is promoting by unifying the general enterprise income tax rate. 

The new law also increases the transparency of Chinaôs tax regime by 

bringing all enterprises within the scope of a single law. At present, FIEs are 

governed by the 1991 Income Tax Law of the People's Republic of China 
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for Enterprises with Foreign Investment and Foreign Enterprises while 

domestic enterprises are governed by the 1993 Provisional Regulations of 

the People's Republic of China on Enterprise Income Tax. This is a step 

towards simplification of the plethora of tax legislation affecting FIEs in 

China. The promised further standardisation of non-discriminatory regional 

and sectoral tax incentives will also contribute to fulfilment of this objective. 

Stronger measures in the new law to deal with tax avoidance, including 

provisions relating to transfer pricing, are welcomed by the OECD. FIEs 

currently have a higher tax compliance rate than domestic Chinese 

enterprises, and multinational corporations are encouraged to comply with 

the OECD Transfer Pricing Guidelines for Multinational Enterprises and 
Tax Administrations and with the OECD Guidelines for Multinational 

Enterprises. Chinaôs Finance Minister recently announced that FIEs paid 
USD 795 billion in all types of taxes in 2006, representing 21.1% of total 

national tax revenue. This total exceeded by over USD 100 billion the USD 

692 billion in cumulative actually-utilised FDI received by China up to the 

end of 2006. In encouraging increased tax compliance by domestic 

enterprises, these measures will therefore contribute to a more level playing 

field. 

Statements in the official media about the Property Law, which has yet 

to be published in full, make it clear that this is also a step forward in 

promoting a favourable investment climate in China. The law enshrines in 

law, and reportedly elaborates in detail, the landmark change to Chinaôs 

state constitution in 2004 to include protection of private property. This is a 

welcome step forward in establishing a firm basis for the protection of 

investors, both domestic and foreign. However, there may be cases in which 

investors have acquired land and/or other assets from local governments 

which the latter are now discovered to have acquired illegally, creating 

uncertainty for the continuing operation of the enterprises concerned. We 

are confident that the Chinese government will put in place measures to deal 

with these and similar issues. 

As part of the work programme of co-operation with China, the OECD 

will share experience on best practices for phasing out distorting incentives 

for attracting foreign investment and ensuring full transparency of the two 

new laws at the implementation stage. 
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4.2.  Russian Federation  

The Russian Federation and Investment Committee co-operation 

programme uses the peer review mechanism to assist Russia in assessing the 

compatibility of its investment policies with OECD standards, and 

eventually to achieve convergence of Russiaôs investment policies towards 

OECD investment instruments. The programme of co-operation will take on 

a new dimension in the period ahead following the decision of OECD 

Ministers at their meeting in May 2006 to open discussions with five 

countries, including the Russian Federation, on the terms, conditions and 

process for their accession to the OECD and therefore adherence to OECD 

investment instruments.   

The next Investment Policy Review (IPR) of Russia, to be completed in 

2008, will address Russiaôs: 

¶ progress in liberalizing its investment regime; 

¶ position as a destination and as a source of FDI, especially in the 

energy sector; and  

¶ public policies towards responsible business conduct.  

Preparatory analytical work for the 2008 Russia IPR was the focus of 

the co-operation programme in 2007. This included the organization of a 

seminar on ñRecent developments in Russiaôs investment environment and 

policyò (Helsinki, 21-22 May 2007).  Some 70 participants, including 

officials and business representatives from OECD and non-member 

countries exchanged their views on recent trends in Russiaôs investment 

policy openness and transparency, its growing involvement in international 

investment inflows and outflows, and promotion of responsible business 

conduct practices by Russian firms. The remainder of this section offers a 

synthesis of the investment policy issues facing Russia and its partners, and 

the interpretation and analysis of the issues by participants.  

Despite the recent upsurge, Russiaôs inward foreign direct investments 

remain relatively modest as a share of GDP and their geographic and 

sectoral composition are narrowly based. Moreover, Russiaôs total 

investment, both public and private, has been until recently lower than in 
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other transition and emerging economies. This indicates that the countryôs 

investment needs and absorption potential are far from being fully exploited. 

There is considerable need, not only in energy and infrastructure, but also in 

sectors such as the automotive industry, where innovation and consumer 

orientation are critical. Attracting private capital flows to Russia remains an 

important objective. 

Notwithstanding low inward direct investments, business representatives 

and practitioners of major law and consulting firms operating in Russia 

consider that the basic legal framework for foreign investorsô activities is 

now in place and relatively open. Regulatory implementation has also 

significantly improved in many areas, for example, with regard to the 

promptness of judicial procedures. However, investors continue to confront 

a number of longstanding problems, such as corruption and lack of 

predictability. And other investment bottlenecks, such as an unclear land 

ownership status, have become more prominent with the intensification of 

foreign investorsô activities.  

 

 

Panelists discussing recent developments in Russiaôs investment  
environment and policies at a seminar in Helsinki in May 2007 

In addressing these obstacles to investment Russia should take 

advantage of other countriesô experiences. Rather than increasing state 

control, it has to encourage the entry of smaller suppliers by simplifying 

administrative measures, improving coordination between local and central 


