
Trends  in  trade  and
investment  policies  in  the
MENA  region:  Policy  Brief
prepared for the OECD MENA-
OECD  Working  Group  on
Investment  and  Trade,  Nov
2018
The MENA-OECD Working Group on Investment and Trade‘s 2018
meeting was held in Dead Sea, Jordan on 27-28 Nov, 2018.
(More:  http://www.oecd.org/mena/competitiveness/investment-and
-trade.htm)
A policy brief titled “Trends in trade and investment policies
in the MENA region” was prepared by Nasser Saidi & Associates
to aid discussions during this meeting.
The  executive  summary  is  shared  below;  the  paper  can  be
downloaded here.
 

Executive summary
The Middle East and North Africa (MENA) region accounted for
only 5% of global exports and 4.3% of total imports in 2017.
Merchandise exports from the MENA region to the rest of the
world stood at 893bn USD in 2017 (up from just under 250bn USD
at the start of this century). MENA countries are particularly
vulnerable to terms-of-trade shocks because of the volatility
of their export earnings, caused by the high concentration of
exports in primary commodities and exacerbated by the high
concentration  of  export  markets.  The  region  can  achieve
greater economies of scale if each country can better use its
comparative advantage through production sharing networks and
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integration into global value chains.
There  has  been  a  significant  shift  in  the  region’s  trade
patterns  toward  Asia  over  the  past  few  decades.  Asia  now
accounts for about 55% of the region’s total trade compared to
around 40% in 1999.  Regional trade remains dismal at under
10%. MENA oil importers’ share of trade within the region
remains relatively high: Lebanon (44% of total exports in
2017) Jordan (43%), and Egypt (22%). Maghreb countries export
the least within the region (under 10%), with much of their
exports going to Europe.
FDI inflows into the region increased between 2000 and 2008,
thanks to efforts to improve the business environment and
investment climate and to related structural and institutional
reforms. Slowdown appeared after the financial crisis in 2008
followed by regional turbulences, with limited recovery. In
2017, investment flows into the GCC were 15.5bn USD, almost
3.5 times lower than in 2008 at their peak. The bulk of FDI
inflows into the region have gone into energy, real estate,
financial services and consumer products.
Overall, the MENA region remains less regionally integrated in
terms of trade and investment flows. The main barriers to
growth in trade and investment (including intra-regional) are
multi-fold:

Though  average  tariffs  have  reduced  over  time,  they
remain very high; non-tariff barriers (e.g. burdensome
technical regulations, import authorisation procedures,
cumbersome customs clearance and border controls) are
obstacles to both regional and global integration;
MENA’s  trade  facilitation  performance  –  in  terms  of
procedures, harmonisation, transparency, border agency
cooperation and so on – leaves much to be desired;
Though regional trade agreements are in place, their
implementation and enforcement are lacking and benefits
are not visible;
Lack of diversification is a serious drawback, given
that oil and agricultural products remain by far the



most important exports;
Regional  economic  integration  has  seen  very  little
progress  due  to  different  factors  including  weak
institutions, the lack of infrastructure and state-owned
enterprises;
Cumbersome licensing processes, complex regulations and
opaque  bidding  procedures  create  both  business  and
investment barriers;
Competition  legislation  is  particularly  needed  in
countries  where  markets  are  highly  concentrated  and
where barriers to imports are still high;
Trade  has  been  negatively  affected  by  the  wars,
sanctions and political barriers in the region; and
The scarcity of quality data and statistics on both
domestic  and  foreign  investment  means  a  lack  of
evidence-based  public  policy  and  increases  perceived
investment risk.

While the region has undertaken significant reforms to support
trade  and  investment  –  ranging  from  lowering  tariffs  to
improving infrastructure to protecting minority investments to
institutional investment reforms – it is evident that there is
a  long  way  to  go  for  greater  trade  integration.  In  this
context, it is recommended that the MENA region:

Invest  heavily  in  trade-related  infrastructure  and
logistics;
Deepen intra-regional trade through trade facilitation;
Invest  in  moving  towards  greater  digital  trade
facilitation;
Use GCC countries as engines of economic integration;
Reflect the shift in trade partners in new trade and
investment agreements;
Improve  legal  and  institutional  framework  to  support
private sector growth and diversification
Make a digital transformation in order to support trade
and investment: from transport (electric vehicles), to



banking and financial services (Fintech), commerce (e-
commerce), to health and agriculture (Agrytech), and the
government sector  ;
Ensure the availability, harmonisation and dissemination
of regular, timely, comparable and quality statistics,
which  are  essential  to  conduct  sound  trade  and
investment  policies.


