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W The OECD Investment Compact was launched in 2000 under
Stability Pact Working Table Il on Economic Reconstruction,
Development and Cooperation.

W It aims to increase regional stability via increased investment

W It also fosters regional ownership of investment policy and
reform, supports the EU integration process and encourages the
development of a regional investment strategy
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Focus of Investment Compact Program

A. Enterprise and SME B. Policy and Promotion

Development Specific to FDI

Investment Reform Index (IRI)
SME Policy Index

1. Monitoring
and Evaluation

Sector Specific Sources of Competitiveness
Thematic Working Groups

2. Implemen- Enterprise Forum Sector Specific Regional
tation Support Investment Promotion

Structured Public/Private Debate

4 Areas

Regional Foreign Investors
SME Policy Index Council, White Book and
Investor Forum

3. Private
Sector Support

4. Political Annual Ministerial for SEE Region

Support
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3. Activities and Achievements
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Overall achievements in the last seven years

w Enhanced the investment environment by:
C Accelerating reforms through identification of priorities and guidance on how to implement them
¢ Moving countries closer to OECD standards through adherence as observers to OECD Committees

¢ Improving brand image with sector specific investment promotion events and engagement with OECD

W Increased capacity of policy makers through the transfer of OECD methodologies, tools and
instruments taking into account the specific circumstances of the region.

W Promoted a culture of continuous improvement with the systematic monitoring and evaluation
of reforms based the Investment Reform Index and the SME Policy Index

w Helped establish a sustainable process for reform of the business climate at the regional level
through a self-reinforcing mechanism of measurement and actions to improve measurements

w Encouraged regional ownership of the reform process with the launch of the South East Europe
Investment Committee and regional thematic Working Groups to improve policy dialogue and
implementation of investment reforms. ‘
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Solid macroeconomic indicators

A Real GDP grew at an annual average rate of 5.3 % from 2000 to
2007, compared to 4.5 % in CEE

A Average inflation decreased from 29.9 % in 2000 to 5.5 % in 2007
A Private sector share of GDP increased by 7 percentage points

between 2001 and 2006 and currently ranges between 55 % and
75 % across the region

Source: EBRD Transition Report i Update May 2008, 2001 and 2006 editions
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Total FDI inflows have increased six fold from 2001 to 2007

Foreign direct investment (in US$ million), net inflows recorded in balance of payments

Albania 423 1,600 1,200
Bosnia and

Herzegovina 441 78 118 322 94 424 321 412
Bulgaria 803 876 2,070 2,879 4,003 7,333 8,154 7,937
Croatia 1,188 580 1,932 732 1,551 3,170 3,845 4.806
FYR Macedonia 441 78 118 322 94 424 321 412
Moldova 102 132 71 146 199 223 443 350
Montenegro 10 84 44 63 482 650 1,000 1,000
Romania 1,154 1,080 2,156 6,368 6,587 11,430 9,659 10,963
Serbia 165 475 1,365 966 1,550 4,264 2,195 3,100
Total 4,423 3,649 8,255 12,464 15,080 28,341 27,538 30,180

* Estimate
** Projection

Source: EBRD Transition Report 1 Update May 2008
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Private sector share of GDP (in percentage)

Albania 75 75
Bosnia and Herzegovina 40 60
Bulgaria 70 75
Croatia 60 70
FYR Macedonia 60 65
Moldova 50 65
Montenegro* 40 65
Romania 65 70
Serbia* 40 55

* FR Yugoslavia until 2002; Serbia and Montenegro until 2005

Source: EBRD Transition Report i 2001 and 2007 editions
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Achievements

Monitoring and Evaluations

A

Main activities

Investment Reform Index 2006:
benchmark of progress made on
policy reform across SEE regions with
direction on how to make
improvements

SME Policy Index: a comparative
assessment of progress made by
Western Balkan countries on
implementing the European Charter
for SMEs

| 26 {2dz0K 91 ai
Statistics Measure Foreign Direct
Investment

9 d

NP

Main achievements

A Created awareness of the impeding
effects of policies across many
different dimensions on the inflow of
FDI and the development of SMEs

Helped accelerate specific reforms
through identification of priorities and
guidance on how to implement them

A

Identified and disseminated regional

good practices in SEE

fys!geyified TRIAYTR 8 B
statlstlcs needed to comply with

international standards
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Implementation Support

Main activities

A Advised on improving the collection

and dissemination of FDI statistics
through capacity building workshops

Conducted sector specific analyses
and regional investment promotion
events co-ordinated with the World
Bank, ICE and the investment
promotion agencies of the region

Developed regional guidelines through
SEE IC Working Groups

Main achievements

Built capacities for effective policy advocacy of
IPAs and business associations.

Provided policy guidance on how to increase the
competitiveness of four sectors with growth
potential in SEE (Information Technology,
Business Process Outsourcing, automobile
components and textile)

Developed guidelines adapted to the region on
how to conduct more effective investment
promotion, assess skills gaps, design and
implement SME linkage programmes, work more
effectively with parliaments and fight corruption
in public procurement

Identified and encouraged good practices for
investment promotion in the SEE region
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Private Sector Support

Contribute to measuring progress on the monitoring and evaluation activities of the
OECD Investment Compact (e.g. Investment Reform Index and the SME Policy Index);
Give opinions on policy reform issues through dialogue with governments;

Share best practices with SEE countries.

Main activities

Brought together members from the
public and private sector at the bi-
annual Investment Committee for
South East Europe

Encouraged the development of
Foreign Investor Councils and
contributed to the regional Foreign
Investors Council
GLY@ZSaia2N 2F (KS
reward top-performing domestic and
international investors in SEE

Main achievemenits

A Increased the effectiveness of policy
advocacy of the private sector by
channelling their inputs through
Investment Compact monitoring tools

A Helped develop new private sector
organisations and networks (FIC in
Serbia, regional FIC network)

A Encouraged dialogue between the
. public and private spheres on policy
| N%forr%s ?eé; pg\lu‘ﬁié”\privgtgdebates

over results of IRl 2006)
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Political Support

A Encourage consensus on OECD Investment Compact activities;
A Discuss policy recommendations and findings from Investment Compact evaluations;
A Promote regional co-operation in the implementation of reforms;
A Garner political commitment from relevant policy-makers to implement reforms.
Malin activities
A Launched the South East Europe
Investment Committee which bring
together key policy-makers in the Main achievements
region to discuss the work plan of the A Regional Framework for Investment
Investment Compact adopted by countries of the region
A Nominated countries from the region A Country political will to implement
as leads of the working groups policy reform priorities identified
A Conducted annual Ministerial through the IRl and SME Index
meetings to establish regional
guidelines and consensus on actions
for reform
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4. Future strategy
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Principles

Working Groups

National support

€ €

w

€

Focus resources on low and middle income countries of the region.

Enhanced focus on country-specific support in reform prioritisation and
implementation.

Focus on

U adapting and disseminating OECD guidelines to SEE context in 1-2
specific policy areas,

U evaluating SEE countries against the adapted guidelines and
developing country-specific policy recommendations.

New working group on tax policy and administration

Results synthesised in flagship publication on Private Sector
Development in the SEE region.

Business Climate Development Strategy

Expand the National Investment Reform Agenda to a broader policy
scope.

U Incorporate existing evaluations and strategies,
U Provide a roadmap for implementation

U Leverage as a tool to communicate around difficult reforms.
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Results Policy Scope

A An overview of eachh S| & E |nvednteht bdiicy 0 S
performance on business climate

policy reform, allowing benchmarking
relative to peers

Investment promotion
Tax policy and administration

A Jointly defined policy priorities to
further improve the business climate

Trade policy

Anti-corruption

A Recommendations on how to make
Improvements within each policy
dimension and concrete examples of
OECD best practices

Human Capital development
Infrastructure

SME policy

o o Do To o Do Do Do

A Follow up support in implementation of Regulatory reform and parliaments

reforms from both the OECD an other
international organisations.
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Collaboration with the RCC

CEFTA 2006: the Investment Compact will assist in monitoring the three
investment-related clauses of the CEFTA 2006 and incorporate them within the
findings of the IRI 2009. Monitoring and evaluation of CEFTA 2006 may be
expanded to include contributions by
Policy and Administration dimension.

Regional Co-operation Council: The RCC priority areas of Infrastructure,
Human Capital Development and Justice and Home Affairs could benefit from
the IRI evaluation and priority setting process within those dimensions. Strong
involvement of the RCC would also enhance both the quality of IRI outputs and
its impact on policy reform in SEE.

Regional Development Centre: Possibility of RDC playing a leading role in co-
ordinating private sector input into the IRI, working closely with the Business
Advisory Council, the Foreign Investor Council and the local chambers of
commerce.
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Methodology Assessment Process
A Common update evaluation A Self assessment conducted by
grid, based on 10 dimensions, government under the
number of sub-dimensions and supervision of the National
5 policy development levels. Charter Coordinator
A Need to maintain the same A External assessment
evaluation criteria in order to conducted with the support of
ensure comparabllity with the Independent consultants under
2006 scores and be able to the supervision of the OECD,
track progress the EC, the EBRD and the
_ _ ETF.
A Synergies with the MED
Enterprise Policy Assessment
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IC Working Groups

IC Working Groups main output: elaborate a set of practical Guidelines for
policy makers to design and implement effective policy measures in SEE

Working Group Main outputs

Investment
Promotion Working
Group

Human Capital
Working Group

Regulatory Reform
Working Groups

Anti-corruption
Working Group

ASurvey of Investment Promotion Agencies in SEE for
FDI i SME linkages programmes

Mesign of Guidelines for FDI i SME linkages
implementation

AKConsultation with SEE Investment Promotion
Agencies

Acinalization and implementation of the Guidelines

in 2008

ASurvey and assessment of skills gaps in SEE
countries T both on demand and supply
Aexchange of best practice with most advanced
countries in this field

Alaboration and adoption of Guidelines

Axchangeof good practices from SEE countries in
RIA implementation

Alaboration of guidelines on how to better involve
parliamentarians in regulatory process

ARegional meeting of parliamentarians by end 2008

Aassessmentof areas in the public procurement
system with are most vulnerable for corruption
BBest practice sharing with OECD countries
Alaboration of guidelines by end of 2008

AGuidelines on implementing FDI -SME linkages in
SEE

ARevised framework for assessment of the
Investment Promotion and Facilitation dimension of
the IRI 2009

AGuidelines on How to develop skill gap assessments.
Amplementation of a skill gap assessment for one or
two countries

AGuidelines on involvement of Parliamentarians into
the decision making process

AGuidelines on How to Fight Corruption in Public
Procurement with a particular focus sanctions and the
use of red flags
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Match supply and demand

Suggested Approach Human A Align ministries
Capital A Develop tools to analyse skills gaps and
L Development shortages
A Review the labour market regime

A Develop a mechanism for dialogue with

\ civil society
Sustained N

| "4
Competitiveness
Remove sector specific policy
Competitive | Sector Policy barriers on a continuous basis
Clusters < / Reforms A Set-up regional sector specific
working groups

A Develop sector

Channel innovation efforts " .
specific monitoring tools

AAssess the success levels of current cluster initiatives
ADevelop an organisational structure and governance
model at the national level

AMap out the objectives and scope of competitive
clusters to channel innovation efforts ‘
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Objective

A Increase collaboration in
economic research between
major national economic
research units (ERUS) in SEE
with a view to improve the
evaluation and design of
government policy.

Expected Benefits

A Contribution to the overall
value and quality of the
research output in SEE

A Synergies stemming from the
joint research data collection
and evaluation, expertise and
skill exchange as well as more
efficient communication and
promotion of the research
findings

A Opening up new funding
sources to the network
members
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5. Calendar
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Calendar: 2008-2009

SEE Investment
Committee

Launching of SSSC Phase
I

Human Capital Working
Group

Balkans BalanceSheet
(Friends of Europe)

Anti -Corruption Working
Group

SEE Investment
Committee

SEE Investment
Committee

Paris
Sarajevo
Sarajevo
Brussels
Paris
Thessaloniki

Ljubljana

23 May

3 July

4 July

24 June

11 September
26 November

27 May
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Contact

l VIiK2Yy & hQ{dz f AQDIY

Head of the Investment Compact
Private Sector Development Division
Organisation for Economic Co-operation and Development

(OECD)
Anthony.OSullivan@oecd.org




