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• Motivation: Why FDI matters for 
inclusive and sustainable growth of LDCs? 

• Action: OECD approach to investment 
climate reform

• Focus: Investment facilitation and promotion

• Vision: Policy tools and dialogue for 

quality FDI in LDCs

Outline
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“International investment, and in particular foreign direct

investment, has an important role to play in helping to achieve the

Sustainable Development Goals. It can be a powerful international

mechanism for mobilising the tangible and intangible assets (such as

capital, technology, skills, access to markets) that are essential for

sustainable growth and development. Yet to fulfil this potential,

foreign direct investment […] must be geared as much as possible

towards sustainable development; [and] at the same time be

respectful of host governments’ own legitimate public policy

objectives.”

Karl P. Sauvant, Resident Senior Fellow, Columbia Center on 
Sustainable Investment, Columbia University

in OECD Development Co-operation Report 2016

Why FDI matters for inclusive and 

sustainable growth of LDCs?
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OECD approach to investment policy reform: 

Policy Framework for Investment (PFI)

• A focus on policy coherence and good governance in 
designing, implementing and evaluating policies

• It incorporates responsible business conduct as a key element 
of a good investment climate (OECD Guidelines for 
Multinational Enterprises)

• Applying the PFI through Investment Policy Reviews has 
created a repository of good practices in investment policy 
reforms

Investment

Investment 

promotion & 

facilitation

Trade Competition
Corporate

governance
RBC

Human resources Tax Public governance Infrastructure Green growth Financial sector

• The PFI is a policy tool for investment bringing together 12 policy areas that affect the 
investment climate:

• A whole-of-government approach to investment climate reform

4



OECD Investment Policy Reviews 

using the PFI

Sub-Saharian Africa

➢ Zambia

➢ Burkina Faso

➢ Mozambique

➢ Botswana

➢ Tanzania

➢ Mauritius

➢ Nigeria
Asia

➢ India

➢ China (2)

➢ Viet Nam (2)

➢ Indonesia

➢ Malaysia

➢ Myanmar

➢ Philippines

➢ Laos

➢ Cambodia

Middle East & 

North Africa

➢ Egypt

➢ Morocco

➢ Tunisia

➢ Jordan

Latin America

➢ Peru

➢ Colombia

➢ Costa Rica 

Eurasia

➢ Russia

➢ Ukraine (2)

➢ Kazakhstan (2)

Investment Policy Reviews since 2005:
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Beyond investment facilitation and promotion: 

Measuring regulatory restrictiveness to FDI
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FDI Index values for selected Asian countries
The FDI regulatory 

restrictiveness index

• A composite indicator with values 
comprised between 0 (= open) to 1 
(= closed to FDI)

• Measures the extent to which a 
country’s laws and regulations 
discriminate against foreign-owned 
businesses (as opposed to a 
« national treatment » for foreign 
investors)

• Focuses on four main areas: foreign 
equity restrictions, screening and 
approval of foreign investment 
projects, key foreign personnel 
employment and operational 
restrictions (e.g. restrictions on 
capital repatriation and land 
ownership)

OECD 
average

Non-OECD 
average



Focus 1: The investment facilitation and 

promotion landscape

Tax
incentives

SEZs / IPs

Investment promotion Investment facilitation

Investment generation

IPA

Image building

Investor servicing

Aftercare

Policy advocacy
Business linkages & 
cluster development

POLICY FRAMEWORK
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Good practices (1/2): Investment promotion 

and facilitation

Investment 
promotion

• Provide useful information to reduce the perception gap

• Target investors that provide the best perspectives for FDI and benefit 
your economy through pro-active reaching out and direct marketing

Investment 
facilitation

• Provide an enabling policy and administrative framework, with clear and 
consistent policies

• Leverage tools such as one-stop shop, e-registration system, e-portal, 
investor servicing, aftercare, etc.

• Establish institutional processes such as public-private dialogue, inter-
agency coordination and capacity building for public officials

Monitoring 
and 

evaluation

Regularly monitor  and evaluate investment promotion activites:

➢ with activity indicators (e.g. number of events, number of referralsn 
client satisfaction)

➢ and investment indicators (e.g. number of new investment projects, 
number of direct jobs created, impact of investment) 
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Policy 
advocacy

• Agencies in charge of investment promotion are well-placed to identify 
issues in the investment environment and advocate for enabling policies to:

➢ Attract more investment 

➢ Fully reap the benefits from inward investment

➢ Improve the country’s global position

• They can suggest improvements in the legal framework, in education and 
training, and in red tape and bureaucracy
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Careful use 
of additional 
tools such as 

SEZ and 
investment 
incentives

• Prudent use of tax and investment incentives:

➢ The use of incentives should not be a substitute for efforts towards a 
policy framework and an infrastructure conducive to investment

➢ Limited response of investors to fiscal incentives, i.e. investments are 
often profitable without incentives (e.g. James, 2013; Thomsen, 2004)

➢ Incentives may limit revenues for provision of public goods (e.g. 
infrastructure, healthy and skilled workforce)

➢ Coordination between tax and investment authorities is important 

➢ Regional coordination is key to avoid ‘race-to-the-bottom’

• Prudent use of Special Economic Zones (SEZ) as they often work as 
economic enclaves

Good practices (2/2): Investment promotion 

and facilitation



Race-to-the-bottom: Incentives are 

erasing tax base in ASEAN

Source: OECD based on Wiedemann and Finke (2015)
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Vision: Policy tools and dialogue for 

quality FDI in LDCs

Quality FDI Toolkit

What are the net 
benefits of FDI?

Measurement: 
Indicators of quality 

FDI outcomes

What policies 
support quality 

FDI?

Tailored guidance: 
Good practice for 

specific policy 
objectives

How to learn and 
integrate multiple 

perspectives?

Engagement: Policy 
network and 

dialogue on quality 
FDI
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Measurement: Indicators of quality FDI 

outcomes
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1. FDI matters for sustainable growth

2. Investment facilitation and promotion is 
key, but needs to be considered in a 
broader framework for investment 
climate reform

3. Need to address the knowledge gap in 
terms of quality FDI outcomes to work 
towards tailored policy guidance

Key messages
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