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A Context:

O Improving framework conditions for investment even more critical in
context of declining FDI flows

A FDI trends & reforms in the MENA region:

O Investment policy reforms have had positive effects in some
countries, but further efforts are required to diversify investment &
increase its benefits for the economy and society

A Policy priorities to make investment work for sustainable
development




COVID-19 has had a profound affect on investment:
global FDI flows fell by 38% in 2020 compared to 2019

Global FDI flows, 1999-2020
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Greenfield investment in emerging and developing
economies dropped by 43% in 2020
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Improving framework conditions for investment critical as
already high competition for FDI increases

Inward FDI flows (% of GDP)
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MENA governments have advanced important reforms to
improve the investment climate in the past decade

A Modernisation of investment-related legislation

Midials Exebiard Norh A O New investment Iaw_s{ new/rewsed_leglslatlon on
Investment Policy bankruptcy, competition, commercial codes, PPPs, SMEs

PEIERREINES O International dispute mitigation mechanisms & legislation

A Liberalisation reforms to ease statutory restrictions
on foreign investors
A Streamlining of investment facilitation procedures
0 One-stop shops, digital procedures

A Revising investment incentives to direct FDI to
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Some countries have seen positive returns to these efforts
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But most MENA economies have struggled to attract FDI

outside capital-intensive sectors

Greenfield FDI to the 8 MENA focus economies, 2013-2019
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... and to increase the benefits of FDI to the economy and
society

Relationship between FDI and labour market outcomes (>0 = positive relationship)

Do foreign firms pay higher wages? A FDI can play d key rOIe In advanCIng
' sustainable economic growth
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Policy priorities to improve the investment climate and
advance the benefits of FDI in the MENA region

A Revisions of investment-related legislation can, but do not
always, improve legal clarity

0 Fast-paced rhythm of reforms may create legal overlaps and
loopholes, especially when implementing regulations are delayed

O Ensure coherence across laws, and make implementation more
consistent and predictable

A Clear investment rules reduce opportunities for excessive
bureaucratic discretion

Priority 1:

Improve the clarity,
consistency and 0 Specificity in regulations helps curb corruption and level the playing

transparency of field among firms
IAVESEMENE rules A Attracting investment in sectors with greater spillover effects
requires governments to enforce legal protections and
procedures to make operations more predictable




Advance reforms to improve competition and private
sector development

Priority 2:

Advance reforms to
improve competition
and private sector
development

A Governments have removed important de jurerestrictions on
market entry, but other barriers to competition are often
prevalent:

O Institutional or informal barriers to investment (excessive
bureaucracy, corruption)

O Inconsistent enforcement of statutory rules
O Distortions caused by state ownership of key sectors

0 Special treatment received by large and connected firms

A Addressing these barriers through pro-competition reforms
would encourage entry and growth of new investors, and
enhance positive spillovers of FDI




Target investment policy to better serve sustainable
development goals

A All MENA governments seek to attract investment with a high
development impact, but more could be done to ensure that
investment supports national goals

O Investment promotion strategies can help align policy across
government and track success

Priority 3: A Consider more targeted policies to direct investment into

Target investment certain sectors or locations, and upgrade investor practices
policy to better serve
sustainable
development goals

O Replace broad-based tax holidays with more targeted incentives to
achieve specific spillovers

0 Implement targeted programmes to link MNEs to local suppliers

O Promote responsible business conduct to support quality jobs




Strengthen good governance to deliver better investment
policy

A Clarify responsibilities and strengthen co-ordination over
investment policy, promotion and facilitation to reduce
overlaps and ensure policies are well-implemented

A Increase coordination with other ministries/agencies that
influence the investment climate (e.g. ministries of finance,
Priority 4: energy, tourism; agencies overseeing trade, innovation)

Strengthen good
governance to deliver
better investment

policy A Further include the private sector and civil society in
government consultations to support policy legitimacy and

0 To ensure investment policy best supports wider national
development goals

effectiveness
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Thank you

For more information:

¢ https://www.oecd.org/investment/middle-east-and-north-africa-investment-policy-
perspectives-6d84ee94-en.htm

» https://www.oecd.org/mena/eu-oecd-mediterranean-investment/

% https://www.oecd.org/mena/competitiveness/

< Sarah.Dayan@oecd.org
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BETTER POLICIES FOR BETTER LIVES



