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Agenda

1. Investment Promotion Working Group: ñHow toò guidelines on linking local 

SMEs and foreign investors

2. Investment Promotion case 1: Western Balkans

3. Investment Promotion case 2: Moldova
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Source: OECD Assessment Survey on Linkage Programmes between local and foreign companies and 

competitive clusters (2008)

Note: Survey participants: Albania, Bulgaria, Bosnia-Herzegovina, Croatia, FYR Macedonia, Moldova, 

Montenegro, Romania, Serbia
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to identify most 

relevant MNEs to 
target
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shows
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effective media 
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who identified the areas as 
ñdifficultò to overcome 

Type of challenge

Challenges limiting or stopping countries in the region from 

developing an SME-FDI linkage programme

Comprehensive information on suppliers and sector specific approach are the key 
requirements for the Western Balkans
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Á Set the objectives of the program e.g. Human Capital, Innovation

Á Prioritize and focus on specific sectors to address

Á Develop foreign company identification and selection criteria

Á Develop pilots per sector for implementation

Á Integrate database development into wider linkage programs

Á Develop key performance indicators to monitor results

Á Sustain linkages through clusters

Key learning from the Investment Promotion Working Group
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¢ƘŜ άIƻǿ ǘƻέ ƎǳƛŘŜƭƛƴŜǎΥ ŀ р {ǘŜǇ !ǇǇǊƻŀŎƘ

Phase 1 

Define the 
linkage 
strategy

Phase 2 

Basic structure 
and 

organisation

Phase 3

Design and 
launch

Phase 4 

Monitor 
results for 

impact

Phase 5

Sustaining 
linkages

ÅEconomic and 

Social 

Objectives

ÅSelf-

Assessment

ÅPrioritising 

specific 

sectors

ÅIdentifying 

foreign and 

local 

participants

ÅPilot sector

ÅCo-ordination 

committee

ÅPlanning and 

budget

ÅProject linkage 

team

ÅProject office 

and business 

linkages centre

ÅIndicator-based 

monitoring

ÅDatabase

ÅApproaching 

selected companies

ÅFirst strategic audit

ÅDefining a 

development plan 

with each company

ÅTiming the initiative 

and media 

campaigns

ÅUsing forums to 

identify programmes

ÅDeveloping 

interactive databases

ÅMeasuring

ÅExtending to 

other sectors

ÅConcept of 

clusters
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2.6.1. Structure the 

content of each 

MNE/supplier database

Example of how to applied to a database

Second level of actions

Section A.  General Information

Company Name

Country/Countries of Incorporation

Company Type (foreign company/joint venture)

Main Management Body

Top Management Officials

Contact information ïHeadquarters/Regional Representative Office

Section B.  Company Profile

Main Industry

Business Segments

Types of Products

Property Type

Statutory Capital

Volume of Investment (quarterly/yearly): greenfield investment; 

investment in fixed capital

Volume of Sales (quarterly/yearly)

Turnover Index

Volume of Taxes Paid (last 2 years)

Number of Employees

Section C.  Corporate History

Date of Creation/Incorporation

Key Dates (tied into calendar/schedule)

Product Milestones

Recent Partnerships/Acquisitions (last 2 years)

Main Changes in Corporate Strategy

Section D.  Geographical Presence and Global Operations

Countries of operation

Presence in the country

Linkages with Suppliers

Section E.  Financial Structure and Accounts

Ownership Structure

Financial Statements

Section F:  Key Supply Needs

Estimated breakdown of supply costs (in percent)

Main supply needs by category (in percent)

Main suppliers by nationality/locality

Section G:  History of Contacts

Meetings

E-mail Communication

Phone Communication

Section H:  Strategy and Planning

Company Approach (by region/operations/products)

Ideas for Collaboration Actions

Opportunities

Key Strategic Dates (tied into the calendar)

Third level of actions

Proposed Database Structure
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Agenda

1. Investment Promotion Working Group: ñHow toò guidelines on linking local 

SMEs and foreign investors

2. Investment Promotion case 1: Western Balkans

3. Investment Promotion case 2: Moldova
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Project objective and approach

DRAFT NOT FOR DISTRIBUTION

Sector 

Prioritisation 

Framework

ÅCreated a Sector Prioritisation Framework covering  32 sectors over 15 

variables

ÅFocused on analysing the market attractiveness and country benefit 

Primary and 

Secondary 

Research

ÅConducted secondary industry research including market research reviews, 

country statistics, international trade and FDI statistics

ÅConducting focus groups, and interviews with academia, experts and the private 

sector to verify results

Policy model

ÅCreated a policy model determining the profitability of firms based on policy 

levers and given prices

ÅBuilding scenario, sensitivity analysis as well as trade-off analysis to assess the 

most sensitive cost and policy areas

Regional 

Capability Survey

ÅSurveyed more than 500-800 companies across 7 countries and 4 sectors

ÅContained over 30 questions focused on collecting  productivity, skill gap and 

policy barriers data directly from the companies

How to increase investment and trade in a selected number of industry 

sectors in the Western Balkans?
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The cost competitiveness trap
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Key sectors in the Western Balkans are able to compete based on low cost

ÅLabour cost in services [e.g. Business Process Outsourcing (BPO), Information and 
Communication Technology (ICT)] is up to 5 times lower than in Eastern Europe.

ÅThe cost structure of manufacturing companies (e.g. textile, automotive) is up to five 
times lower than in Western European countries.

However cost competitiveness is not sustainable

ÅMarkets like India and China are clear low-cost alternatives.

ÅCost levels in some sectors are increasing by up to 15% annually, impacting negatively 
on margins and potentially eroding market share levels.

ÅLimited access to finance and strategies to reinvest capital in technology and human 
capital is a risk.

To sustain competitiveness, the Western Balkans need to start moving up the value-chain

ÅDifferentiate through value-addition and innovation in sectors like garments, 
automotive components and outsourcing, for example.

ÅFurther leverage proximity to the EU market.
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Three challenges need to be addressed  to sustain competitiveness 

at the regional level

DRAFT NOT FOR DISTRIBUTION

Significant gaps in human capitaland the need for human capital reform linking education 
and market needs

ÅSkills gaps in high growth industries such as ICT reach 60%.
ÅMore than 63% of firms find labour regulations to be a barrier.
ÅCoordination between ministries of education and economy and dialogue with civil 
society are limited.

Limited focus on value-added services and innovationand the need to further link research 
and businesses

ÅMore than two thirds of the textile and automotive companies surveyed focus on cost 
competitiveness.
ÅMost companies interviewed recognise the need to move up the value-chain to 
compete in the future.

Lack of longer term sector-specific reforms and the need for institutional methods to 
continuously identify and remove sector specific policy barriers

ÅThe list of sector specific policy barriers to address (e.g. access to finance for textile, 
investment promotion for automotive, etc.) is long.
ÅIdentifying and removing policy barriers to remain competitive should be a continuous 
exercise.
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Example 1: The Business Process Outsourcing Sector

Source: OECD analysis, literature review
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BPO definition

ÁBack office
ÁAccounts payable/receivable
ÁFinancial reporting
ÁFinance accounting
ÁRevenue accounting 
ÁLegal research

Finance and Accounting

ÁPayroll processing
ÁRecruitment and selection support
ÁHRIS

HR

ÁTele-sales
ÁOrder processing
ÁCustomer service and complaints
ÁHelp desk

Sales/Marketing and Customer Service

ÁOrder tracking
ÁOrder/claims/application processing
ÁPayments processing
ÁTranslation services

Operations/Logistics

ÁSoftware development (i.e. SW dvpt.), 
maintainance and support (e.g. financial, 
pharmaceutical, anti-viruses, etc.), 
ÁIT management
ÁHardware management and support
ÁSystems development and integration
ÁHosting

IT services and support (part of ITO)

Typical business process outsourced

Typical IT services outsourced
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The global BPO market is expected to triple by 2010

IT outsourcing is growing at a similar pace

Source: Gartner, IDC, Neo-H, ATK, OECD IC analysis and research
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BPO market dynamics

Overall BPO market to reach ~$59 billion by 2010, which translates into ~2005-2010 CAGR of 25%

93.1

58.8

31

19

14.5

11.4
11

12.4

1.2

2005 2010

IT products

Localization and language services

Call centers

Engineering/Technical support centers

Content development and management

R&D Engineering

KPO services

BPO services (finance/legal support, ...)

ITO services

(e) Global offshore services market, 2005-2010 ($Bn)

7%

28%

14%

25%

8%

27%

58%

25%

26%

05-10-CAGR$252 Bn

$81 Bn

(e)
Â The  growing demand with 79% of global major companies planning to offshore vs. 50% 2 years earlier

The activities most outsourced are finance and legal support, call centres and IT development
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Most companies leverage BPO first for cost reduction, but specialisation is also a 
key diferentiator

Source: Executive agenda 2004 - ATK (http://www.atkearney.com/shared_res/pdf/EA73_RealOffshoring_S.pdf)
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Top five benefits of BPO (% respondents)

BPO Market dynamics

Recent evolutions in the BPO industry

Top three drivers  behind BPO adoption are cost, 

labour skills/availability and stability

ÅCustomers highlight reduced costs as the most 

important driver for incorporating BPO into their 

corporate strategy (68% in a recent survey)

ÅSEE countries are up to 5 times cheaper than 

Eastern European countries

However cost is a short term advantage

ÅSalaries rising by 15 to 18% per annum in 

markets like India

ÅLabour skills and specialisation key 

differentiators to outsource increasingly more 

complex processes, e.g. Ireland is major 

player based on its niche specialisation in 

knowledge and analytics, not its relatively high 

cost base

Geographic and cultural proximity also plays a role 

for some segments like call centres

ÅEmergence of near shoring models that are 

supporting SEE growth in the sector
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Western Balkan countries have the basics to compete

Low cost of labour in services

Source: International Labour Organization; zdnetasia; Wall Street Journal, OECD interviews
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BPO/ITO advantages

Leveraging their competitive labour costs in services

100

88

104

40
37 34

31

21.9 21.5
15

4.4

Relative comparison of average monthly labor cost in services (2005)

Hungary Poland Croatia Bosnia
&H

Montenegro

Serbia Moldova India

Index
(100: 

Hungary)

(1)

Sample of CEE countries WB countries covered by the project Other references

FYR 

Macedonia

Albania UNMIK

Note: Monthly wages have been calculated on 2003-05 or 2003-06 average; using the LABORSTA Labour Statistics Database and covering, unless specified only the category J 
(financial intermediation) and K (business activities, real estate and renting). For Albania overall figures are based on category I (transport, storage and communications) due to the 
absence of statistics on J/K in the ILO databases
(1) average monthly wages in all services
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However, Western Balkan firms are too fragmented to compete on scale
Size and revenues of the main BPO firms in the Western Balkans

Source: OECD Regional Capability Survey (RCS) of ICT firms in the Western Balkans, OECD 2007
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ú198,704 is the average companyôs sales in the 

region

11 employees is the average size of BPO firms

BPO/ITO barriers

Entreprises by revenues in Western Balkans in 2006 (ú)
Average size of BPO entreprise 

(by # of employees in 2006)
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Western Balkan BPO firms are faced with a lack of skilled and educated workers
Skills and education of available workers limit the operation and growth of business

Source: OECD RCS, OECD 2007
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50% of BPO firms have difficulties finding 

skilled and educated workers

70% of BPO firms find education and training to 

be key policy issues

BPO/ITO barriers

50%

Skills and education of available workers Key issues within human capital policy
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For IT Outsourcing, the lack of skills is negatively impacting competitiveness

Source: OECD RCS
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The acute skills shortage locallyééis causing increased costs, lower quality, 

loss of business and loss of efficiency

ITO barriers

0% 10% 20% 30% 40%

Strong competition from other 
employers

Company does not pay enough

Work/life balance

Lack of rexources

Lack of interest

Poor motivation

No answer

Lack of qualifications

Not enough skilled resources

Causes of hard-to-fill vacancies

57%

0% 5% 10% 15% 20% 25% 30%

No answer

Other

Increased recruitment costs

Loss of efficiency

No impact on business

Loss of business

Loss of service quality

Increased running costs

Impacts of hard-to-fill vacancies
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During Pre-employment through 
offering of internships, intervention in 
university courses,  exchange programs 
with foreign vendors and universities

During employment through linkage 
programs, company training including 
sector/technical-specific training like 
CAD, ERP, Vendor Managed Inventory for 
textile or Design for Manufacturability 
Software and Computer Aided 
Engineering for automotive

Post employment through the usage of 
e-courses in particular on new 
applications and processes like 
PHP/MYSQL, Ajax, PHP-.Net , XML, Flash 
Animation & Action Script

How to address the lack of skilled 
resources in the short term?

Short term actions:  
Engaging the private sector

ÅReview OECD and Western Balkans 
government practices to upgrade skills 
(e.g. government sponsored coaching 
programmes; tax relief for training)

ÅReview  private sector instruments to 
upgrade skills (e.g. company 
sponsored trainings; exchange 
programmes)

ÅSummary of available and possible 
instruments (e.g. internships, 
coaching, vocational training, digital 
learning) 

ÅRoad map for implementation

The need for policy makers to further involve the private 
sector to develop and upgrade skills in the short term

BPO/ITO Policy priorities
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Example 2: The automotive component sector
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1. Sales growth of the regional automotive industry averaged 10 %in the period 2004-2005, thus 
outperforming both growth figures in Western Europe (2.5 %) and the global growth rate (6.6%).

2. The operational environment in the Western Balkans is very cost competitive, with labour costs 
beinglower than 60 % of Hungarian levels in some countries.

3. /ƻƳǇƻƴŜƴǘ ǎǳǇǇƭƛŜǊǎ ǎƘƻǳƭŘ ƳƻǾŜ ƻǳǘ ƻŦ ǘƘŜ άŎƻǎǘ-ǘǊŀǇέ ƭƻƎƛŎ ōȅ ōŜƛƴƎ ŀōƭŜ ǘƻ ǘŀƪŜ ƻƴ ǎǳōǎǘŀƴǘƛŀƭ 
responsibility for the design, development, production and delivery of entire components and 
modulesto their customers

4. Collaboration with customers should be enhanced. Suppliers need to show that they can meet 
specific requirements in terms of quality standards, design and development capabilities. 

5. Both the OECD survey (2008) and OECD direct interviews with foreign investors and local 
companies show that (i) there is a need to reduce the information gap in order to make sure that 
international carmakers and first tier suppliers are aware of the strengths and capabilities of the 
supplier base in the Western Balkans; and (ii) upgrading skills in these fields is the main challenge 
for companies in the Western Balkans.

Automotive components
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100

92

73

61
58 58

44

Operating Cost Index, Automotive Component Sector, 2005
(includes labour costs, property costs and utility costs) 

Operating costs are very competitive, especially 

in Serbia

Sources: MIGA (2005);  OECD RCS (2008) ; OECD analysis; company interviews

Suppliers in the region are able to meet EU 

customers  just-in-time delivery requirements 

Key customer requirements

The Western Balkans have both a cost and EU proximity advantage

Automotive advantages

0 10 20 30 40 50 60 70

Order lead time

Flexibility in product configuration and
distribution

Coordination of supply chain activities

Cost reduction

Quality control

Product design, forecasting and planning

Synchronization of production

Material-resource planning

On-time delivery

Just-in-time delivery of complete modules

Inventory reduction
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Sources: OECD direct interviews in the region; OECD analysis

Sector specific 

Investment Promotion

Activities

Sector specific 

Linkages 

Programme

Interactive 

database to find 

relevant local and 

foreign 

companies

Bosnia and 

Herzegovina & " $

Croatia $ " &
FYR

Macedonia + " &
Kosovo under UNSCR 

1244 " " "
Montenegro " " "

Serbia + + )

However, there are information gaps between supply and demand of automotive 
components products

Automotive barriers 

Need 

further 

instruments 

to reduce 

the 

information 

gap and 

increase 

awareness 

of local 

suppliers 

strengths 

and 

capabilities
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Maintaining strong collaboration with 

customers is the top business challenge that 

firms face in expanding operationsé

é and a majority of companies experience 

some degree of skills gap in key areas related 

to design and development

Source: OECD  RCS (2008) 

Skills gaps in key areas needed to support collaboration with customers

Automotive barriers

0 20 40 60

Maintain strong collaboration
with customers

Keep prices low

Availability of skills

Lack of technology

Administrative barriers

Management turnover

Unfair competition

Lack of industrial development
strategy

Finance

% of respondents identifying x as 

one of their top three challenges

0

10

20
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40

50

60

70

80

90

100

No gap Major gap Minor gap
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Policy priority: The need to reduce the information gap and 
improve capabilities through linkage program and clustering

ÅIdentify which components 
customers buy and how they buy 
them

ÅAssess level of awareness among 
international customers of local 
ǎǳǇǇƭƛŜǊǎΩ ǎǘǊŜƴƎǘƘǎ ŀƴŘ 
capabilities

ÅDevelop mechanisms to reduce 
the information gap between 
international customers and local 
suppliers

Demand Supply

ÅInvolve the private sector in the 
design and implementation of a 
skill development programme

ÅMake the skill development 
programme sustainable by setting 
up a network or partnership 
including local suppliers, 
international customers and other 
stakeholders (government, 
universities)

ÅDevelop tools to analyse skill gaps 
and shortages

Automotive component policy 

priorities
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Example 3: Textile and garment sector
Textile & garment

1. Exports of articles of apparel represented 15% of total exports to the European Union in 2007. It 

is in fact the biggest exporting industry in the Western Balkans.

2. It is the third biggest manufacturing employer, employing on average 8% of all 

manufacturing employees.

3. Local labour costs are low ïin some Western Balkan countries costs are 90% lower than in 

Western Europe.

4. Distances to Bari, Italy are on average 1,300 km, and under optimal transport conditions, take 

only 21 hours. Transporting goods from China can take as long as 12 days. For time sensitive 

goods, it is cheaper to go to the Western Balkans.

5. Western Balkan apparel manufacturing firms must further improve time to market by: (i) 

reducing plant throughput time; (ii) implementing EDI; (iii) improving inventory control systems; 

and (iv) ensuring minimum transport times.

6. They should also increasingly innovate and move up the value chain, e.g. by first sourcing 

their own materials and providing floor ready merchandise. With time and experience, firms 

should slowly move into technical and even possibly fashion design for domestic and eventually 

foreign markets.

7. For the immediate future, firms should be presented with the financing options available to 

make the needed investments to improve time to market and implement value added services.
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Textile has the basics to compete on cost and productivity in the Western Balkans

Source: Kurt Salmon Associates Global Sourcing Reference (KSA)
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Cost structure is low throughout the region, 

particularly in Albania

While industry productivity levels are in line 

with international competitors

0% 10% 20% 30% 40% 50% 60% 70% 80%

Albania

Serbia

Cambodia

India

BiH

Egypt

Bangladesh

Sri Lanka

Bulgaria

Indonesia

Morocco

Slovakia

Macedonia

Romania

Croatia

Regional productivity

Regional firm cost 

structures
Regional productivity

Textile and garment advantages

0 1000 2000 3000 4000 5000 6000

Italy

Albania

BiH

Bulgaria

Croatia

Macedonia

Romania

Serbia

Thousands

Labour costs

Social costs

Depreciation

Capital investment

Retailers are looking to diversify risks by securing access to multiple suppliers in a variety of different 

countries, often by collaborating with brokers which offer retailers access to multiple alternative suppliers
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Textile and garment barriers

However, there are  significant difficulties to access finance  and fund interest 
requirements to move up the value chain

Firms need on average 181% collateral and pay 

10% interest

Many firms must use internal funds or retained 

earnings to fund expansions

0

5

10

15

20

25

30

35

40

No barrier Minor barrier Moderate barrier Major barrier

Barriers posed by access to and cost of 
financing

Access to financing Cost of financing

Working

capital

New 

Investments

Internal funds or 

retained earnings

73% 65%

Local commercial 

banks

13% 17%

Foreign owned

commercial banks

4% 9%

Trade credit 5% 2%

Equity, sale of stock 1% 3%

Family, friends 1% 1%

Other 3% 3%

Source: RCS, 2005 BEEPS
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Next step: supporting access to and cost of financing
Textile & garment policy priorities

1. Review of company barriers to 

access finance (e.g. accounting 

standards and marketing capabilities)

2. Summary of recommendations

1. Country review and best practice 

analysis: thorough evaluation of 

policies in place in OECD and Western 

Balkan countries to support the access 

to and cost of financing for textile and 

garment SMEs

2. Creation of educational and 

promotional material: step-by-step 

guide for SMEs operating in the textile 

and garment sector of the methods 

available for accessing finance

Demand Supply

ÅPolicy reform agenda tailored to specific country needs and determined by countriesô 

development levels

ÅIncludes an action plan for the implementation of the resources and human capital needed to 

execute the priorities and coaching and monitoring of implementation.

Policy Reform Priorities
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The Regional Competitiveness Initiative

Sustaining regional competitiveness and policy reforms in the Western Balkans

Human Capital 
Development

Sector Policy 
Reforms

Competitive 
Clusters

Sustained
Competitiveness

Match supply and demand
ÅAlign ministries
ÅDevelop tools to analyse skills gaps and  

shortages
ÅReview the labour market regime 
ÅDevelop a mechanism for dialogue with 

civil society

Remove sector specific policy 
barriers on a continuous basis
ÅSet-up regional sector specific  

working  groups
ÅDevelop sector 

specific monitoring tools
Channel innovation efforts
ÅAssess the success levels of current cluster initiatives
ÅDevelop an organisational structure and governance 
model at the national level
ÅMap out the objectives and scope of competitive 
clusters to channel innovation efforts 

Suggested Approach
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Pillar 1: Human Capital

Suggested actions

Expected results

Reduced skills gaps

Increased hiring flexibility for 
firms

Increased policy sustainability

Institutional development:design and 
implement an inter-ministerial unit to tackle 
skills and educational needs

Skills gaps and shortages analysis: develop a 
tool to determine current and future sector 
specific skills gaps, taking market growth 
forecasts into account

Labour market regime: determine the growth 
and employment impact of strict labour market 
regulations and hiring charges on key sectors.

Dialogue mechanisms: strengthen consultation 
between all key stakeholders to ensure policy 
reform sustainability.
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Pillar 2: Competitive Clusters

Suggested actions

Expected results

Assess current cluster initiatives:
ÅAnalyse strengths and weaknesses of 
current cluster initiatives in the region
ÅBased on analysis, develop a strategy and 
road-map addressing identified 
weaknesses in cluster policy

Develop organisational structure:
ÅEnlist funding for a pilot project in two 
countries 
ÅSet up functional units managing each 
cluster 

Define objectives and scope:
ÅIn conjunction with key stakeholders, 
develop a pilot strategy and 
implementation road-map for one cluster 
in each country with an eye on increasing 
innovation and R&D
ÅCoach countries to put in place 
implementation road-map

More focused attention on 
innovation and research and 
development

Knowledge and technology transfer 
from leading global firms to their 
local upstream suppliers

More efficient government services 
and more targeted investment 
promotion activities
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Pillar 3: Sector Specific Policy Reforms

Suggested actions

Expected results

Regional sector specific working groups
ÅLaunch sector specific regional working 
groups under the umbrella of the RCC.
ÅDevelop mechanisms to identify and 
reduce sector specific policy barriers.
ÅBegin implementing a high-level road map 
to address the identified sector specific 
policy barriers.

Monitoring of reform progress 
ÅDesign a set of indicators to monitor the 
reduction of the identified sector specific 
policy barriers
ÅIn conjunction with the countries of the 
region, conduct and publish peer reviews 
based on the indicators

Sustainable mechanism to 
continually monitor sector specific 
policy barriers

Improved intra-regional dialogue on 
sector specific issues
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Agenda

1. Investment Promotion Working Group: ñHow toò guidelines on linking local 

SMEs and foreign investors

2. Investment Promotion case 1: Western Balkans

3. Investment Promotion case 2: Moldova
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1. How to find relevant local and foreign companies: Sector database

Building a database with company profiles and offering 

DATA CREATION AND STORAGE

ÅCreation and maintenance of the 
reference company databases

ÅAutomatic update of Moldova 
statistical databases

ÅAutomatic update of registered 
information by company (in 
coordination with the National 
Statistical Bureau)

ÅAutomatic feedback between MIEPO 
and company included in the database

COMPANY PROFILES:

Includes:

ÅGeneral information

ÅFinancial information

ÅKey contacts

ÅHistory

ÅSubsidiaries

ÅActivities

ÅActions in Moldova and abraod

ÅOrganisation changes

ÅFounders

ÅActions with international players

DATA ANALYSIS AND 

MINING

ÅSearch by company 
offering and segments

ÅGroup/ Community 
management together 
with international 
companies

ÅPossibility to leverage 
the database for lead 
generation: 
identification of 
company having 
representatives in 
Moldova óactiveô and 
those that are óprospectô


