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Introduction and background
1 MACROBUTTON NUMBERING .

In keeping with OECD Members’ commitment to achieving the Millennium Development Goals, the 2003 OECD Ministerial Meeting called on the Organisation to strengthen co-operation among Member and non-Member countries in order to promote investment in developing countries – the “Initiative on Investment for Development”.  The OECD Council approved three projects within the context of the Initiative.  Two projects involve drawing lessons on the use of ODA in support of countries’ efforts to mobilise investment for development and sharing the OECD’s experience with investment policy peer reviews as capacity building mechanisms.  The third project is the development of an operational guide on good policy practices for improving the investment environment – the “Policy Framework for Investment”.
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The Framework will be developed by the Task Force through a process involving extensive consultation between Members and non-Members. It will consist of a comprehensive stocktaking of sources of good policy practices both within and outside the OECD in areas that are relevant from an investment perspective, such as trade policy, competition policy, corporate governance, and taxation, among others. Both host and home country dimensions of the policy areas in question will be addressed.  
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The purpose of this first meeting of the Task Force will be to 1) discuss the overall architecture and coverage of the Framework, 2) start exploring selected specific and horizontal policy areas that will be covered in by Framework, and 3) identify prospective inputs from participants into the project as it develops and review the way forward for co-operation and consultation with non-OECD Member countries. The discussion will be supported by background papers covering the different issues.

Draft annotated programme

Opening remarks by the Deputy Secretary General of the OECD

I.
The Policy Framework for Investment: An overview

4 MACROBUTTON NUMBERING .

The Policy Framework for Investment has as its principal objective the identification of good policy practice across a range of policy areas that are relevant when it comes to creating an environment that is attractive for foreign investors and business investment more generally.  Among the specific policy areas generally considered to be important in this regard, in addition to non-discriminatory and transparent investment regulations, are trade policy, competition policy, corporate governance, and tax policy.  In each of these areas, considerable experience has been developed both within and outside the OECD and the Framework will take stock of this experience.  However, it is increasingly being recognised that an attractive investment environment requires not only good practice in individual policy areas but also coherence between policy areas.  As such, the Framework also addresses a number of important horizontal issues, such as regulatory reform and public governance more generally, and international co-operation.  These are issues that cut across the more specific policy areas covered in the Framework.  In combining specific policy areas with important cross-cutting horizontal issues, the Framework adopts a ‘matrix’ architecture. 

5 MACROBUTTON NUMBERING .

The following questions are for discussion:

· Are the specific policy areas identified in the overview background paper on the Framework the right ones?  Are there other policy areas that should be covered in the Framework?

· Is the proposed two-part architecture of the Framework, covering specific policy areas on the one hand and cross-cutting horizontal issues on the other, helpful towards the identification of good policy practices?

II.
Selected specific policy areas covered in the Framework: Trade and competition
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Two specific policy areas covered in the Framework will be discussed at the first meeting of the Task Force.  These are trade and competition.  The relevance of trade policy for foreign investment has long been recognised by policy makers.  One of the reasons for this relates to the close relationship between trade and FDI and the important role that multinational enterprises play in international trade.  Approximately one third of global trade is accounted for by intra-firm trade and another third is accounted for by the arms length trade of multinational enterprises.  Furthermore, it has been suggested that FDI is increasingly taking the form of integrated international production (i.e. the value-chains of multinational enterprises straddle a growing number of countries).  Therefore, to the extent that foreign investment is motivated by the ability of the investor to trade in either intermediate or final products, trade policy becomes an important determinant of the location of foreign investment.
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Competition policy can also play an important role in shaping investment patterns, and for similar reasons.  Sound competition policy implies level playing fields and market integrity, which attracts investors. At the same time, anti-trust measures to impede excessive concentration may in some cases hold back cross-border M&As.
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The following questions are for discussion:

· Are there specific sources of good trade and competition policy practice for attracting investment that participants can highlight?

· Are there particular trade and competition issues that deserve more special attention in the course of the development of the Framework?

· Given that trade and competition have been addressed in a number of international settings, are there issues relating to the distinction between home and host countries that need to be considered or further elaborated?

III.
The Policy Framework for Investment: Horizontal Issues
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As highlighted in the introductory session, horizontal linkages play an important role in determining the attractiveness of a given economy from an investment perspective.  Horizontal linkages refer here to issues that do not constitute distinct policy areas (such as trade and competition policy) but which nonetheless play a critical role in determining the attractiveness of an economy for foreign investors.  Horizontal linkages often cut across several more specific policy areas.  Among the horizontal linkages that are proposed for inclusion in the coverage of the Framework are:

· Regulatory reform and public governance: With increased market openness and developments such as rapid privatisation in some countries, regulatory reform has become a pressing issue for many governments.  This is a horizontal issue that cuts across all areas of government rule-making. The same holds for public governance issues such as the rule of law or fighting corruption. 

· International co-operation: Many of the specific policy areas covered in the Framework have been at the centre of efforts to enhance international co-operation.  Indeed, in some cases, unilateral reform alone in a given area is unlikely to be sufficient to give rise to significant increases in and an optimal distribution of foreign investment.  Trade is one example where this is likely to be often the case.  As such, good practice with respect to international co-operation is another horizontal theme that will be addressed in the Framework.
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The treatment of sustainable development policies under the Framework is another horizontal dimension for consideration.  An example of good home country practice and international co-operation in this context consists in adhering governments’ on-going efforts to promote the OECD Guidelines for Multinational Enterprises. The Guidelines encourage corporate responsibility across a range of areas.
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The following issues are for discussion:

· What horizontal linkages could be included in the Framework?

· Are there specific sources of good practice relating to horizontal linkages that participants can highlight?

· With respect to the specific policy areas covered in the Framework, can a distinction be made between more and less specialised types of linkage?  For example, whereas regulatory reform principles could be argued to apply across all policy areas covered in the Framework, does the “special” relationship between competition and investment, or trade and investment, highlight horizontal linkages that are specific to these policy areas?  Are there other such types of more specific horizontal linkages?

IV.
Co-operation between OECD and non-OECD members and multi-stakeholder consultations: next steps
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The meeting will conclude with a consideration of next steps, including arrangements of effective co-operation between OECD and non-OECD members and multi-stakeholder consultations, and priority areas for further work.
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The OECD Global Forum on International Investment and other regional and country outreach programmes are intended to be used as platforms for fostering an on-going dialogue on the Framework as it develops. Preparations are also already underway for a regional consultation of the Task Force with Asian government officials during the 2004 Global Forum on International Investment in New Delhi on 20 October 2004.  This half-day meeting will be the first in a series of regional consultations of the Task Force planned from 2004 through 2006 as part of the consultative process for the development of the Framework. Another meeting in Paris will be convened by the Task Force in April 2005. 

14 MACROBUTTON NUMBERING .

Between meetings and consultation, most of the substantive work will progress through electronic discussion groups and other similar networking arrangements among Task Force government members and other participants in the project, which the Secretariat will put in place.

� These will be provided to participants at least three weeks before the meeting.
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