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The OECD at a glance

B OECD member countries
B Candidates for accession

8 Enhanced Engagement countries

This map is for illustrative purposes and is without prejudice to the status of or sovereignty over any territory covered by this map

 OECD countries account for 69.4% of the world’s GNI.

* A forum to address the economic, social and governance challenges of
globalisation as well as to exploit its opportunities.

* A setting where governments can compare policy experiences, seek answers to
common problems, identify good practice, and co-ordinate domestic and
international policies.
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The OECD Eurasia Competitiveness Programme

Enhancing Regional
Business Climate

Improving National
Competitiveness

Building Capacity

» Prioritisation of policies to improve the business climate

» Policy Working Groups
» Competitiveness report on Central Asia

» OECD Sector Competitiveness Strategy and Reviews

» Surveys of investors and private sector perception

» Evaluation of policy reforms and official reviews

» Support in implementing reforms

» Training and coaching focused on policy makers and SME

business intermediaries
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Which questions would a foreign investor to a Eurasia country ask?
Questions addressed by the OECD Eurasia Competitiveness Programme

1. How open is the country to key investments?

2. How is the country enhancing FDI and trade in specific
sectors?

3. Which is the most appropriate location to invest in the
country?
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First: Which are the main challenges affecting Eurasia
and neighbouring countries during the global crisis?
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The crisis impacted the Eurasia region and neighbouring countries
Average GDP growth recovered in 2010 but much lower than pre-2008 and 2009 crisis

Growth in BSEC-CA Countries
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= LOW & LOWER-MIDDLE INCOME BSEC: Albania, Armenia, Azerbaijan,
Georgia, Moldova, Ukraine

=== UPPER-MIDDLE & HIGH INCOME BSEC: Bulgaria, Greece, Romania,
Russia, Serbia, Turkey

CENTRAL ASIA: Kazakhstan, Kyrgyz Republic, Tajikistan, Turkmenistan,
Uzbekistan

Source: OECD Development Centre / IMF forecast; BSEC. Black Sea Economic Cooperation
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After decreasing 7.8% in
2009, Russia's GDP
expanded by 4.0% in 2010.
Average annual growth is
forecasted to continue at
about 4% for 2012-16
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Eurasia and neighbouring countries are competing for FDI
Dynamic growth of FDI inflows is in emerging economies

Share of world FDI stocks, 2008 } j
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Question #1
How open is the country to key
investments?
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The OECD Investment Policy Review: evaluating investment regime
according to OECD principles

PERU OECD Imestment Pollcy Reviews
>> UKRAINE 2011 IPRs published since 1993

=l cover both OECD and non-

OECD countries ; most recently

Egypt, (2007), Peru (2008),

China (2008), Russia (2008),

Ukraine (2011).

* Peer examination in the OECD Investment Committee in the presence of representatives of
the IPR’s country, often followed by the presentation of the IPR in the examined country ;

* Main objective: help the governments improving the investment climate through peer
learning and the sharing of best practices in investment policies ;

* The OECD Policy Framework for Investment and the OECD legal instruments for investment,
in particular the OECD Declaration on International Investment and Multinational
Enterprises are used in conducting recent IPRs.
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Leveraging OECD best practices to identify policy barriers
The OECD Policy Framework for Investment

I. Business Operational Environment

Pelley Riataanbik * Investment Policy and Facilitation

for Investment * Tax Policy and Administration
A REVIEW OF GOOD * Trade Policy and Facilitation
PRACTICES

* Competition Policy
* Better Business Regulation

Il. Business Integrity

q g G * Anti Corruption

 Corporate Governance & Corporate Social
Responsibility
* Commercial Conflict Resolution

OECD
lll. Factor Markets

PUBLESHENG

* Infrastructure
* Human Capital and Labour Regulations
* Financial Market Development

Source: OECD, Policy Framework for Investment,2006. CONFIDENTIAL — NOT FOR DISTRIBUTION OECD Private Sector Development 10
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Question #2
How is the country enhancing FDI and
trade in specific sectors?
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Sector Competitiveness Reviews: evaluating competitiveness to attract
more FDIs and increase productivity

Sector Competitiveness Review
Competitiveness and

Private Sector Development *  Which sectors are or could be the most

> RARANHSTAN competitive to attract investments?

*  What is the recommended competitive
positioning to attract investment to the
selected sectors?

*  What are the main barriers and how can
they be removed?

*  What are the implementation steps
needed to attract investment and support
private sector development?

—~—————

* Identification of industrial sector
sources of competitiveness

SECTOR COMPETITIVEN

Competitiveness and Private Sector
Development

UKRAINE

SECTOR COMPETITIVENESS STRATEGY

Key questions addressed

e Recommendation on how to remove
sector specific policy barriers

Overall deliverables

*  Support in implementation of reform

CONFIDENTIAL — NOT FOR DISTRIBUTION OECD Private Sector Development 13



Mapping the past sectoral trends - Sector Prioritisation Framework

| Project Example |
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SPF model: Sector attractiveness, country benefits and share of FDI stocks of each sector

Performed in 2010, based on data from 2003-2008

Country benefits Index

Defend i Sustain
Y Rubber and plastics
1 products (beneath real
_ ) estate) | .
| Machinery and equipment . Real estate, renting
Coke, refined petroleum Chemicals
1 products and nuclear fuel ﬁ Construction
1 Electrical and optical Business services
equipment
Communication e Median = 25
Tran
- Electricity, gas and water O The size of the bubble reflects the
supply /’ relative share of FDI stocks
1 Fishing Other non-metallic mineral
roducts
P The exports of the sector are:
| Textiles Leather +Hotels and restaurants above the median
Paper Publishing . .
Transport equipment ! below the median
7 ‘Median = 27
Re-evaluate | Leverage
0 10 20 30 40 50 70

Source: OECD Eurasia Competitiveness Programme projects
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Sector attractiveness Index
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Surveying potential OECD investors’ interest for a Eurasia country:

sectors that should be promoted

Project Example

“What sectors of the Country’s economy should be promoted and deve

loped to attract FDI?”

OECD survey, 2009-2010

Very high interest

_ 100 average = 32 Fair interest High interest
Public ] *
sector Machine and

priorities equipment
80 -

manufacturing

Waste treatment,
60

.
Manufacturing of

food products

materials Asricul
recovery gricuiture,
1 < + hunting
40
20 ’ ‘
average = 12.8 ° .
*
0 ¢ —¢—¢ 0 ——9 o . . .
0 10 20 30 40 50 60 70 30 i o

Source: OECD survey on public authorities, domestic and foreign employers and business associations, 2009-2010

Note: (2) Ranking based on priority mentioned per sector
CONFIDENTIAL — NOT FOR DISTRIBUTION
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Surveying private and public players in each selected sector
The OECD Country Capability Survey

Project Example

Quantitative interviews

Agri-business

Energy production

Manufacturing

Total

Number of

Company type companies

surveyed!
Producer (farm) 168
Processor 95
Inputs providers 44
Machinery producers 17
Public utilities 40
Manufacturers 31
395

Qualitative interviews

Company visits

o Farms

o Machinery producers
o Assembler

Meetings with foreign investors,
domestic and foreign experts,
government officials

CONFIDENTIAL — NOT FOR DISTRIBUTION OECD Private Sector Development
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Providing a foreign investors’ perspective
Example - activity-based analysis of barriers to FDI in the aircraft sector

Project Example

Operate / Sell / Grow /
Produce Deliver Improve
*Lack of information eTariff and non-tariff <Legal status of Tariff and non-tariff <Legal status/
about investment barriers slowing company and barriers slowing governance
© opportunities down/ preventing governance down/ preventing preventing many
S g *Investment in many imports hampering day-to- exports partnerships (e.g.
"é £ [ companies forbidden +Public procurement day operations (e.g. joint ventures)
g_ 8 | *Exact investment law making sourcing on leasing) Lack of public
(@) rules unclear cumbersome investment
*Late and partial VAT * Possible loss of
refunding skills in the mid-term
& *No investment *Difficult integration eDifficult success on °Difficult integration <Difficult success on
'E into global supply international into global supply international
O _§ chains markets chains markets
g § *Low reactivity *Low reactivity *Low reactivity
T £
S *Uncomfortable *Loss of
§ financial position competitiveness in

the mid term

Source: Interviews with foreign investors and local companies CONFIDENTIAL — NOT FOR DISTRIBUTION OECD Private Sector Development 17



Question #3
Which is the most appropriate location to
invest in the country?

CONFIDENTIAL — NOT FOR DISTRIBUTION OECD Private Sector Development 18



The Regional Competitiveness approach: supporting the design and launch
of an FDI approach to regional SME development on 4 policies areas

Initial key questions Key policy areas

1 INVESTMENT PLANS

- How to link and provide synergies between national _ o .
and regional investment promotion efforts? identifying regional sources of

competitiveness

2 | CENTRE-REGIONS GOVERNANCE SCHEME
ensuring coordination and efficiency of
investment promotion

- How to put in place the relevant governance and
strategic planning mechanisms to attract FDIs?

- How to strengthen enterprise potential at regional
level through FDI-based transfers of skills and
knowledge, and by establishing communication links
between FDI and SMEs?

REIGN INVESTORS-SMEs LINKAGE STRATEGY
focusing on Human Capital Development

- How to measure and benchmark regional
development and competitiveness through standard
indicators including FDI and SME development?

NATIONAL & REGIONAL INVESTMENT
STRATEGY MONITORING

Objective: to maintain and create permanent jobs and entrepreneurship in the regions:
» Attract FDI and reduce policy barriers
* Lead to stronger regional, sector and SME competitiveness
* Reduce gross regional product inequalities
e Highlight regional capabilities

CONFIDENTIAL — NOT FOR DISTRIBUTION OECD Private Sector Development 19
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Identifying regional sources of competitiveness
Regional FDI and productivity disparities

Project Example

L‘f“;e;"a"s‘:e’:s in Scattering of regions based on labour productivity and foreign investors presence, 2008
IX
if::’:;:zrr: 'en 1400 The size of the bubble
millions (;f us reflects the region share of
dollars the Gross Domestic
1200 Product
off scale
1000 Oil and gas-based ( )
Non-oil and gas industrialized
800 (Ol industrialized regions
regions
600
400
Economic and .
Median=253
political capitals
200
0 Productivity,, US
0 0 60000 | dollars
-200

Median=17600

* Wide regional FDI and productivity disparities
* 3regions accounting for half of the gross regional product and 70% of FDlIs

Methodological note: Productivity is defined as the labour productivity based on value added; level of regional presence of foreign investors is approximated by the regional level of investments in fixed
assets coming from foreign investors; non-oil and gas industrialized regions are defined as regions having an industrial Gross Regional Product higher than the industrial share of the GDP, 33 %

Source: National Statistical Agency CONFIDENTIAL — NOT FOR DISTRIBUTION OECD Private Sector Development 20
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Building regional investment plans is a five-stage process

Project Example

Phase 2
Implementationin

Phase 1

Elaborating a regional investment promotion strategy
regions

two selected pilot

Phase 3:

Roll-out and

creation of a

sustainability
W ERIN

INVESTMENT PLANS IDENTIFYING

REGIONAL SOURCES OF COMPETITIVENESS

=

Supply-demand Recommendations _ Roll-out
5 OECD ) Implementation
o . analysis, embedded _ and
- Territorial in two
3 ) key success In a Regional Sustainability
O Review pilot regions
factors Investment Plan mechanism
g High High High
8 Country Each region potential sectors potential sectors potential sectors
L In each region In two pilot regions In each region
Suggesting I : o :
) Understanding ) [Effective improving of [Effective improving
= Understanding of improvements i _ ) _
= strenghts and _ regional investment|of regional investmen
D - the high potential of regional ) ) )
o) opportunities _ _ attractiveness in two attractiveness
0O _ ) sectors in each region Investment _ _ _
in each region _ pilot regions In all the regions
attractiveness

CONFIDENTIAL — NOT FOR DISTRIBUTION
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An example of Centre-regions governance scheme

Establishing a network of regional IPAs is key to ensure effectiveness

Project Example

Governance

Activities

Potential staff

Potential network structure

PRESIDENT
Decides on Investment and Export Promotion Governing Board Foreign =
direction i . . : . . Council a
Appoints ceo ___PM office, Ministry of Economy, Mlnlst;\y of Foreign Affairs, Regional Governors |, .. ot
o
“Face” of the National Investment Promotion Agency g’
country A _g
- : o
--------------- Coordinationand__ 4 cr(y |nyestment Promotion Network f| €F00ffce boommomooooo i
filtering (2-3) o
Analysts Deal breakers ',/’//Customer care T N g
. ", \\u g
Research Marketing Networkof |, Regional .
Senior Advisors J Development Units | E
& analysis & media and Embassies | ,; %
5 seniors 10 juniors 20 seniors 3x5 staff g
()

Figure is estimated

for three pilot
regions

CONFIDENTIAL — NOT FOR DISTRIBUTION
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3 Foreign investors-SMEs linkage strategy

Regional investment promotion support to diversify FDI ;
Project Example

How French companies tackle training through levy exemption mechanism

(Financing the cost of \ Companies have
apprentice training in the Compulsory
Apprenticeship Training 0.5% of company training
Centers (CFA), payroll expenditures 1.5% of Financing further
Eol.legei;‘ 2% of company company training and retraining
nIversities payroll payroll of already employed
K people
Apprentlce Tax Training Tax (since
(since 1925) 1971)
Beneficiaries are I
. Beneficiaries are
education
s the employees
institutions
/ \ 0.9% 0.2%
The levy-exemption schemes: Financing Individual training
- Allow firms to eliminate or reduce their levy employelr LEE leave a”dtslk'lls
N assessment leave
obligations; pfan 0.4% Y
- Allow spending on appropriate training AR TEINES
contracts
programmes;
-Allow firms to pay the difference at the year
end
CONFIDENTIAL — NOT FOR DISTRIBUTION OECD Private Sector Development
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National & regional investment monitoring

Project Example

National and regional indicators may widely differ — e.g., investment promotion activities

LEVEL OF MONITORING
AND EVALUATION

STRATEGY

IMPLEMENTING AGENCY /

ASSESSING THE INSTITU-
-TIONAL FRAMEWORK

FDI-SME LINKAGES

ONE STOP SHOP \

\

CLIENT RELATIONSHIP MANAGEMENT ™,

N\,

POLICY ADVOCACY

AFTERCARE SERVICES

ASSESSING THE OPERATIONAL
SERVICES AND ACTIVITIES

Source: OECD Investment Compact
pilot project in Serbia,

indicators are currently being tested;
OECD Investment Reform Index

INDICATORS AT THE NATIONAL LEVEL

/

CONFIDENTIAL —

INDICATORS AT THE REGIONAL LEVEL

LEVEL OF MONITORING

REGION-SPECIFIC
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= e e

N\

INSTITUTIONAL SUPPORT

-
-

INVESTMENT INCENTIVES ADMINISTRED
BY THE LOCAL ADMINISTRATION

1

S

TITLING AND CADASTRE /

e o e o e e e e e

INDUSTRIAL PARKS/FREE ZONES ,,/

4
4
\

~

“LINKAGE PROGRAMMES

o’
,
’
-,
-
-
~ -

Sso -
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S~ -
- -
—_— -
e e ===

CLIENT RELATIONSHIP MANAGEMENT

POLICY ADVOCACY

e e e

AFTERCARE SERVICES

NOT
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Implementing reforms
Leveraging OECD expertise in public-private dialogue

__________________

" Business and

A

sector-specific

________________________________________

o
N

N

________________

______________________

Public Private

Di

KEY FACTORS OF SUCCESS Ss8¥ BENEFITS ON POLICY-REFORM PROCESS
Open and transparent — Publicized quality control Promoting better diagnosis of investment climate
—Inclusive problems and design of policy reforms

Making policy reforms easier to implement: when
entrepreneurs understand what a government is trying

to achieve with a reform package, they are more likely
Clear agenda and proposals — Manage expectations to accept the reforms in practice

Equal representation

Include parliamentarians Promoting transparency, good governance, the taking
of a broader view by setting an example of openness
and rigorous cost-benefit analysis, and by creating

Go local : :

pressure of public scrutiny
Include all the needed government institutions — Building an atmosphere of mutual trust and
leverage ministerial staff understanding between public and private sectors

Source: OECD CONFIDENTIAL — NOT FOR DISTRIBUTION OECD Private Sector Development 25



Contact details

Eiéﬁ ‘ ||I| I
” ﬂ:»‘ ‘ ORGANISATION FOR ECONOMIC COOPERATION AND DEVELOPMENT

Antonio Somma
Economist/ Acting Head of Programme

OECD Eurasia Competitiveness Programme
Tel: + 33145249390

Mobile: +33 623425146

e-mail: antonio.somma@oecd.org
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The OECD Territorial Review provides detailed analyses of regional

policies

\Z
e*?"“Q\

OECD Territorial Reviews

POLAND

- The OECD Territorial Review explores opportunities for

further regional policy reforms, focusing on governance
requirements.

-In recent years, the main focus of territorial policy in
OECD countries has been on sustaining growth, not
only by addressing relative decline but by making
regions more competitive, through for example
innovation.
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