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Since the 2015 Addis Ababa Action Agenda and Confer-
ence on Climate Change in Paris, a shift in the role of the
private sector in development cooperation has occurred.
Ending poverty will depend on different factors and an
important one is the creation of viable business and pro-
ductive jobs and their contribution to inclusive and sus-
tainable growth. These aspirations are reflected in the
United Nations’ Sustainable Development Goals (SDGs).

EU policy documents reflect in turn this shift in the
approach to development cooperation: the Africa-EU
Alliance for Sustainable Investment and Jobs?, the Exter-
nal Investment Plan? and the Consensus for Develop-
ment (2017)°.

The improvement of the investment climate and busi-
ness environment reforms (BER) have therefore become
important and recurrent elements of EU actions in devel-
opment cooperation, along with the numerous exist-
ing interventions in support of private sector and trade
development at micro, meso and macro levels. In addi-
tion, the overarching EU policy of European Economic
Diplomacy affords the opportunity to inject high level
political and policy dialogues with content relevant to
improving the business and investment climate.

This document intends to be a practical, easy-to-use and
up-to-date guidance on Business Environment Reform

(BER). It should help to prioritise, design and implement
BER interventions in partner countries, with an inclusive,
pro-poor, gender and rights-based approach. It is pre-
sented as follows:

e Chapter | presents the key concepts behind BER, its
rationale and historical background, and the standard
grouping of areas, the business environment drivers,
that are to be addressed for reform.

e (Chapter 2 delves into each of these ten drivers, pro-
viding a definition, an illustration and a set of tools
and resources.

e Chapter 3 presents sector-specific and value-chain
BER interventions. Those require a ‘vertical’ approach,
as they cut across different areas as addressed in
Chapter Il. For each, there is a description, examples
and tools and resources.

e (Chapter 4 addresses cross-cutting issues that need to
be incorporated into BER, such as gender, MSMEs or
informality. For each, there is a description, examples
and tools and resources.

e Chapter 5 is a step-by-step guide for BER diagnos-
tic, detailing the steps from a first assessment to the
presentation of recommendations for reform.

e Chapter 6 introduces elements of BER measurement
and evaluation.

1 https://www.un.org/esa/ffd/wp-content/uploads/2015/08/AAAA_Outcome.pdf
2 https://lunfccc.int/sites/default/files/english_paris_agreement.pdf
3 https://ec.europa.eu/europeaid/sites/devco/files/european-consensus-on-development-final-20170626_en.pdf


https://www.un.org/esa/ffd/wp-content/uploads/2015/08/AAAA_Outcome.pdf
https://unfccc.int/sites/default/files/english_paris_agreement.pdf
https://ec.europa.eu/europeaid/sites/devco/files/european-consensus-on-development-final-20170626_en.pdf

Chapter 1

~

Key concepts: investment
climate, business
environment and business
environment reform
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INVESTMENT CLIMATE

The investment climate is the overall context for invest-
ment in an economy, namely all the factors which a pro-
spective investor (domestic or foreign) may take into
consideration before investing. The investment climate
also includes the business environment, shown in the
middle of Figure 1.1.

The investment climate is much broader than the busi-
ness environment, and as noted above, interventions to
analyse and improve the investment climate in a coun-
try potentially include all areas of EU development
assistance.

The recently issued ‘Handbook on improving the
investment climate through EU action’'present the
key drivers of investment climate in further detail.

Key drivers of investment climate

e Macroeconomic stability and governance drivers
e Human centred drivers
e Business environment drivers

Macroeconomic stability

Stable macroeconomic policies are a crucial part of
the investment climate, since they anchor the expecta-
tions of economic actors and contribute to lowering the
risk of doing business by providing a more secure and
predictable environment for private sector in making
investment decisions. This includes the level of public
budget balance, domestic revenue mobilization, public
debt, monetary and price stability, external accounts,
country credit ratings, as well as tax evasion, tax fraud,
and illicit financial flows.

Strengthening debt management capacities is
needed to ensure public debt sustainability over the
medium term, given that the public debt/GDP ratio
has risen significantly in many countries over the past
decade.

Strengthening of public finance management can
address critical issues which directly affect investment

Figure 1.1: Investment Climate and link with Business Environment

Wide range of location-specific factors determining whether
domestic and foreign
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! Handbook on improving the investment climate through EU a
External Investment Plan’, DEVCO/C4, February 2019
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« Energy policy and

ction. Implementation of Pillar 3 in the integrated approach of the
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and have a direct impact on private enterprises. This
covers the selection and maintenance of public invest-
ments, as well as asset monitoring. A competitive trans-
parent and accountable public procurement system is
also crucial to ensure quality and value for money of
public investment, and it has important potential for the
development of local private enterprises.

The quality and capacity of public institutions is an
essential determinant for the business environment.
Weaknesses in expenditure management often lead to
build up of arrears to suppliers with invoices remain-
ing unpaid for prolonged periods. This is particularly
constraining for small local enterprises with limited cap-
ital endowment whose existence may be put at risk. On
the other hand, governments particularly in Sub-Saha-
ran Africa face challenges with complex Public Private
Partnership arrangements to finance growing infrastruc-
ture needs for the SDGs?. This may result in significant
cost overruns, renegotiation of contracts or even aban-
donment of certain projects. Capacity building in public
finance management is therefore an important area for
the improvement of the business environment.

Transparent budget execution with public access to
essential budget documents and reports, effective inter-
nal control and external audit systems are needed to
combat corruption and to create confidence of private
investors.

Strengthening domestic revenue mobilisation is
at the core of securing public resources required for a
well-functioning state and the provision of essential
public services such as education, health, infrastructure,
which are key to improve a country’s investment climate.
This also includes fighting tax evasion, tax avoid-
ance (e.g. by tax base erosion and profit shifting) and
illicit financial flows>. Tax certainty and ease of paying
taxes are essential for businesses, while governments
must ensure obtaining appropriate revenue from eco-
nomic activities in their jurisdiction.

International cooperation to prevent tax base erosion,
profit shifting, and on increasing the transparency of
financial flows are essential in this context. The EU is

encouraging this process through its External Strat-
egy for Effective Taxation, which contains measures
to promote tax good governance globally and to engage
with third countries to counteract abusive tax practices.

Environment and social risks are increasingly rec-
ognized as a threat to the economic and financial sys-
tem. This includes for example costs resulting from
weather-related natural disasters, lower profitability of
companies most exposed to climate change or highly
dependent on dwindling natural resources, or risks asso-
ciated to poor working conditions and growing inequali-
ties. Integrating those risks and promoting sustainability
is therefore an important driver element of macroeco-
nomic stability.

Political stability

A stable and transparent political environment
provides a sound foundation for economic development
that makes it less risky to invest and reduces the cost of
establishing and running a business.

If investors fear expropriation of assets, revocation of
incentives, labour unrest, civil dissent, or inability to deal
with natural calamities, they will be disinclined to invest.
Investors request a predictable legal environment min-
imizing discretionary decision making and have to be
confident that investments are safe.

Experience shows that investors make assessments
of political and security risks even before considering
other factors. Without reliable political, parliamentary
and judicial institutions and processes, risks of violence,
instability and even insurgency increase, and the state’s
capacity to maintain its borders and control its territory
can be put at risk. Political transitions from long-term
dictatorial rule are also fraught with uncertainty. For this
reason, considerations on electoral processes, human
rights, the security sector and the exercise of fundamen-
tal freedoms cannot be divorced from other investment
climate issues. All have a demonstrable impact on trans-
parency and accountability and ultimately on business
‘confidence’ and the attractiveness of any country for
any, especially long-term, outside investment.

2 See references related to PPPs under Functional area 9 Infrastructure policy and regulation in these guidelines.

3 At international level, the EU supports initiatives such as OECD Base Erosion and Profit Shifting (BEPS) Inclusive Framework, or
the Global Forum on Transparency and Exchange of Information for Tax Purposes that increase transparency and contribute to
the fight against tax evasion, tax avoidance and illicit financial flows



4@ GUIDELINES N°9 | BUSINESS ENVIRONMENT REFORM GUIDELINES

Governance and rule of law, justice,
anti-corruption

Good governance is a crucial element for attractive
investment conditions. Respect for the rule of law is a
prerequisite for upholding rights (such as the principle of
non-discrimination) and obligations of people and busi-
ness and for establishing trust in the legal system of a
country. The existence of an independent, impartial
and efficient national justice system is the essence
of the rule of law. Well-functioning national justice sys-
tems are beneficial for the economy* Where judicial
systems guarantee the enforcement of rights, creditors
are more likely to lend, foreign investors are more likely
to invest in a market, firms can rely on their contracts,
businesses are dissuaded from opportunistic behaviour,
transaction costs are reduced, corruption risks are less-
ened, and innovative businesses are more likely to invest.

Corruption has a negative impact on business produc-
tivity, investment, profitability and growth, by increasing
transaction costs and discouraging domestic and foreign
investments. The effective investigation, prosecution
and adjudication of criminal cases of corruption is cru-
cial. Efforts to streamline administrative procedures to
limit discretionary powers, and the introduction of codes
of conduct, play an important role in curbing corrup-
tion in public administration. Corruption can also have
a significant cross-border dimension and is increasingly
linked with illicit financial flows linked to activities such
as trafficking.

Human development

In this regard, human development aspects have to be
included in the analysis, i.e. as an undertaking of enlarg-
ing people’s choices via building human capabilities, so
that people can influence the processes that shape and
improve their life. Investors looking for opportunities
will consider these elements. The basic dimensions of
human development are long and healthy life, education
and knowledge and decent standard for living.

The quality of human capital is a key factor in improv-
ing productivity of labour force that can be considered
as a decisive factor for inclusive growth. All people need
to grow up in healthy, safe environments and be stimu-
lated to develop their basic knowledge and skills, essen-
tial personal and social competencies and fundamental
values, including social cohesion and equitable school-
ing. The essential role of governments and the public
sector to provide basic services, to regulate and out-
source social services or parts thereof effectively in
order to provide equitable and universal access to key
social services, is to be underlined.

Innovation

Innovation and innovation policy help to enhance pro-
ductivity and competitiveness and to drive economic
progress. Innovation is also a human-centred driver,
related to creativity, to the invention of new ideas, prod-
ucts, technologies, social and business processes.

Innovation requires complementary actions or policies
to achieve high potential returns and to further incen-
tivize investments. Governments should strengthen
public administration, government agencies and pub-
lic research institutions to build managerial and organi-
zational capabilities and eliminate physical, human and
knowledge capital barriers to support innovation. Condu-
cive innovation policies and regulatory and institutional
framework can incentivize adoption of new technolo-
gies, creation of industrial and innovation clusters and
improve the quality of research, and commercialization
of innovative products and services. International part-
nering and in particular with European industrial and
innovation clusters could be strengthened. Fundamental
is also the existence of a proper legislation for the pro-
tection and enforcement of Intellectual Property Rights,
to promote innovation as well as enable the diffusion
and market-uptake of R&D results. Climate change
adaptation, boosting green economy and protecting
country’s biodiversity requires innovative solutions and
cost effective and sustainable patterns of production.
This is particularly important in countries most reliant to
natural resources and where populations live in exposed
areas in precarious conditions and ill equipped to adapt

4 See 2018 Justice Scoreboard; IMF, the World Economic Forum ‘the Global competitiveness report 2013-2014’; World Bank ‘Doing
Business 2014’; ‘Fostering growth in Europe now’ (18 June 2012); OECD Economic Department Policy Notes n° 18 of June 2013
‘What makes the civil justice effective?” and OECD Economics Department Working Papers n. 1060 and ‘the Economics of Civil

Justice: new cross-country data and empirics’
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financially or institutionally. Innovation can help incor-
porating sustainability throughout business operations,
including fostering low-carbon climate resilient invest-
ments, and transform environmental challenges into
market opportunities including via digital tools.

Supporting entrepreneurship and capacity development
of private sector, including through development of busi-
ness development services and business skills, is also a
key element of an improved investment climate. Pro-
moting social innovation and social entrepreneurship is
an important element of this process. Social innovation
and collaborative (digital) networks, are promising tools
to boost participation by the public and civil society in the
design and management of the local economic develop-
ment. It boosts ownership of transition and change by
local communities and helps them to turn these evolu-
tions/innovations into entrepreneurial opportunities. By
means of distributed collective and bottom-up knowl-
edge, investment in such projects can strengthen even
more direct democracy and participation in economic
initiatives, as showed by the social enterprise model.

The rapid spread and scale up of digital technologies
and services has global implications and creates oppor-
tunities for domestic and foreign investments. Unlocking
digital opportunities requires the deployment of digital
infrastructure projects, linking especially remote regions
or land-locked countries. To support the development of
a regulatory environment conducive to public and pri-
vate investments in digital connectivity, governments
should prioritise actions for the harmonisation of pol-
icy, legal and regulatory frameworks on Information and
Communication Technologies>

The business environment is comprised of the legal,
regulatory, policy and institutional frameworks that gov-
ern and influence business activity in an economy. The
business environment includes the administration and
enforcement mechanisms established to implement
government policy, as well as the institutional arrange-
ments that influence the way key actors operate (e.g.
government agencies, regulatory authorities, courts and
business membership organisations)®.

Business environment reform (BER) denotes requla-
tory, legal, policy and institutional reforms intended to
improve the business environment — in other words
reforms that improve the functioning and sustainability
of markets and reduce transaction costs and risks asso-
ciated with starting, investing in, operating and closing
a business’.

Scholars and practitioners have typically defined func-
tional areas in order to better structure Business Envi-
ronment Reform (BER) interventions. Based on existing
literature and international experience on this matter,
ten functional areas have been defined in these guide-
lines and in the Handbook on improving the investment
climate.

This list of ten functional areas (Figure 1.2) has been
developed to help prioritise and organise BER interven-
tions and it is not intended to be comprehensive®. They
are presented in more detail in Part II.

> Relating to the African continent, see the Staff Working Document ‘Digital4Development: mainstreaming digital technologies

and services into EU Development Policy’, SWD(2017)157. In the Neighbourhood, far-reaching initiatives put in place by the EU,
such as the EU4Digital Initiative in the Eastern Partnership, aim at deeper regional integration through the elimination of roam-
ing tariffs, investment in broadband connexions, and regulatory convergence in the areas of e-Trust, e-Commerce, e-Security,
e-Health, e-Skills and e-Innovation

Based on the Donor Committee for Enterprise Development (DCED) definition set out in DCED, Supporting Business Environment
Reforms: Practical Guidance for Development Agencies, 2008: https://mkOpucugovigmfo935pf.kinstacdn.com/wp-content/
uploads/DonorGuidanceEnglish.pdf

Adapted from the World Bank Group’s definition of ‘investment climate reform’, see World Bank, Investment Climate Reforms:
An Independent Evaluation of World Bank Group Support to Reforms of Business Regulations, 2015. This definition is in line with
the European Commission’s Communication ‘A Stronger Role of the Private Sector in Achieving Inclusive and Sustainable Growth
in Developing Countries’ (2014).

Number of these drivers might be brought together in one comprehensive government framework, called Integrated National
Financing Framework (as a result from the Addis Ababa Action Plan). It maps the landscape for financing sustainable development
at country-level and lays out a financing strategy to implement targeted policies and reforms in order to reach the SDGs


https://mk0pucugovigmfo935pf.kinstacdn.com/wp-content/uploads/DonorGuidanceEnglish.pdf
https://mk0pucugovigmfo935pf.kinstacdn.com/wp-content/uploads/DonorGuidanceEnglish.pdf
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Figure 1.2: BER Functional Areas

Business Simplification (creation,
registration and licensing)

Business Tax Policies and Administration
Investment Policy

Trade Policy and Regulations

Financial Markets

AN INTRODUCTION TO BUSINESS
ENVIRONMENT REFORM (BER)

As earlier mentioned, BER denotes regulatory, legal, pol-
icy and institutional reforms intended to improve the
business environment. It aims to reduce the costs and
risks of business activity by improving poor government
policies, laws and regulations, and by stimulating com-
petition through new market entrants (DCED, 2008).

When donor agencies support BER in partner countries,
it is typically through technical assistance (TA) to pub-
lic sector actors such as government agencies, the leg-
islature and the courts, as well as private sector actors
such business membership organisations. Many devel-
oping and transitioning countries also undertake BER in
the absence of donor support.

Where BER interventions are specific to a sector or
sub-sector, a number of additional functional areas of
regulation will also be relevant. For example, in the agri-
cultural and agribusiness sector, reforms to improve
the regulation of seed varieties, fertilisers and tractor
import may all be part of the business environment (see
Part ).

In order to better structure BER interventions, practition-
ers and scholars have identified a number of ‘functional
areas’, as earlier mentioned®.

Labour Law and Policy/TVET and
Training Policy

Land and Property Rights

Commercial Dispute Resolution

Infrastructure Policy and Regulation

Energy Policy and Regulation

At all levels it is key that social and environmental exter-
nalities are reflected, so as to align the drivers of invest-
ment and private sector development with the conditions
for long term sustainable growth and zero net negative
impact on natural resources.

BER=ICR=BEE strengthening

While the Commission and most bilateral donor
agencies use term business environment
reform, the World Bank group uses investment
climate reform and USAID uses strengthening
the business-enabling environment. These
terms are interchangeable. The World Bank’s use
of the term ‘investment climate reform’ causes
confusion given that it refers to BER, and not
the much broader set of interventions aimed at
strengthening the investment climate.

BER finds its origins in requlatory reform initiatives in
OECD countries, including the ‘regulatory guillotine’ in
Sweden and the development of regulatory impact anal-
ysis (RIA) in the US (Figure 1.3).

9 The DCED guidelines identify nine functional areas, which although some of the elements are common, have a smaller scope.
Interestingly though they include ‘Broadening Public-private dialogue processes’ as one of them. For the purpose of DEVCO work,
ten functional areas which are considered to be the main drivers for business environment improvement have been identified

and are presented in part 2 of these guidelines
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Figure 1.3: Historical and Intellectual Origins of BER

1980’s 1990°s/2000'’s

Regulatory reform 9
in OECD countries

1989's

Collapse of the

Soviet Union former Soviet Bloc

countries

The collapse of the Soviet Union created massive
demand for legal and regulatory reform across Eastern
Europe and Eurasia and the donor community supported
BER initiatives across the region.

The enlargement of the European Union has led to the
adoption of the ‘EU acquis’ which is the accumulated
legislation, legal acts, and court decisions which consti-
tute the body of European Union law. It is a remarka-
ble example of reforms done by the countries including
business environment related reforms.

In the development cooperation sphere, the World Bank
developed its Doing Business methodology, which has
played a critical role in BER in developing and transi-
tioning countries across the world. BER initiatives in the
1990s and 2000s — ‘first generation programmes’ —
tended to be large-scale, top-down programmes target-
ing national level laws and regulations. Many of these
were structured around Doing Business. As illustrated
throughout these guidelines, BER has evolved consider-
ably, with ‘second generation programmes’, increasingly
combining bottom-up with top-down approaches, linking
BER with specific sectors, sub-sectors and value chains,
and integrating cross-cutting issues.

The business environment has a significant influence
in the development of the private sector in a country
and therefore on economic growth and the generation
of livelihoods and jobs. Development agencies design
and fund interventions to support BER in developing and

Commercial law and
9 requlatory reform in 9

2000’s 2004 2010’s

‘First Generation’ 9 World Bank 9 ‘Second
BER programmes Introduces Generation’

Doing Business BER programmes

transitioning countries to increase investment and inno-
vation by businesses and the creation of more and bet-
ter jobs. BER does this in the following ways'®:

® Reducing business costs: to increase profits (possibly
leading to increased investment) or increasing mar-
ket share (and thereby output and employment);

e Reducing risks and improving predictability: poor or
frequently changing government policies, laws and
reqgulations pose a risk for businesses, thus reduc-
ing the value of capital and the number of attractive
investments in that market;

e Promoting new business entry and increasing compe-
tition: laws and regulations to support capacities and
means of entrepreneurs (training, financial); to enable
access to production factors and infrastructure (such
as human capital, energy or transport);

e Promote positive social and environmental externali-
ties contributing to long-term sustainable growth and
to Sustainable Development Goals (SDGs)

The Donor Committee for Enterprise Development
(DCED)* distinguishes Levels of constitutive elements
of BER — Key programme partners, Policy and legal
framework, Regulatory and administrative framework,
Institutional arrangements — and levels of interven-
tion — Regional, National, Subnational and Sectoral-. In
these guidelines, BER interventions at sectoral and value
chain levels are further developed in Part Il.

10 Based on DCED, 2008: ‘Supporting Business Environment Reforms: Practical Guidance for Development Agencies’ and DEVCO

comments

11 The Donor Committee for Enterprise Development (DCED) forum for learning about the most effective ways to create economic
opportunities for the poor, in line with the SDGs — based on practical experience in Private Sector Development (PSD). Its members
include the EU, governmental and philanthropic organisations as well as multilateral agencies
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National level

The most common level for BER is at the national level:
supporting the national government and legislature to
strengthen national policies, laws and regulations and
institutions such as regulatory agencies and courts to
implement and enforce such policies, laws and regu-
lations. National level BER also involves private sector
stakeholders such as business membership organisa-
tions, and workers’ organisations. At this level, BER has
the potential both to inform and to benefit from Euro-
pean Economic Diplomacy*2.

Subnational level

With the increasing regulatory power of subnational
authorities such as provincial, regional and local govern-
ment, reformers are increasingly focusing on BER at the
subnational level. Programmes in the past have been
successful at encouraging competition to improve the
local business environment among sub-national juris-
dictions, as well as piloting reforms at the local level
which then can be duplicated and adapted more broadly.

Resources: BER at the subnational
level

e Simon White, Beyond National Business Envi-
ronment Reform: A Review of Donor Agency
for Regional and Local Business Environment
Reform (DCED August 2016)

e World Bank’s Doing Business subnational
reports

e World Bank Group, Simplification of Busi-
ness Regulations at the Sub-National Level:
A Reform Implementation Toolkit for Project
Teams (2006)

Sector level

One of the major trends in BER interventions in devel-
oping countries in recent years has been for reformers

to combine conventional, ‘top-down’ or ‘horizontal’
reforms, which affect all businesses with sector-spe-
cific, ‘bottom-up’ or ‘vertical’ reforms, which look at the
business environment from the perspective of a specific
sector, industry, sub-sector or value chain. For example,
an inclusive growth diagnostic of the country’s economy
may have identified agriculture, agribusiness, textiles,
and garments as critically important for job-creation.
Part Ill provides more details.

Regional level reform

Some BER initiatives take place at the regional level and
involve several countries. One example would be reg-
ulatory reforms intended to support the integration of
regional markets through reduced trade barriers, such
as reforms championed by Africa’s Regional Economic
Communities. Another example of regional level BER is
the Organisation for the Harmonisation of Business Law
in Africa (OHADA), an international organisation estab-
lished by treaty to develop uniform commercial acts,
which once adopted become directly applicable and
enforceable in each member state as if locally enacted**.

1. Adopt a systemic approach to reform

2. Understand and respond to the political economy
of reform

3. Respond to and stimulate demand for reform and
drivers of change

4. Ensure domestic ownership and oversight of reform
efforts

5. Strengthenthe role and capacity of key stakeholders

6. Focus on what the private sector needs through
public-private dialogue

7. Focus on the binding constraints to business growth
and scope reforms accordingly

®

Sequence BER and allow time

9. Address the implementation gap

12 EU Chambers of Commerce in third countries organized in the European Business Organizations WorldWide Network, (www.
ebowwn.org) adhere to the high EU standards of corporate, social and environmental responsibility. They can provide valuable
insight into the partner countries’ business environment and promote corporate social responsibility.

13 Seventeen countries, all of whom have French Civil Law based legal systems, have adhered to the OHADA treaty: Benin, Burkina
Faso, Cameroon, Central African Republic, Chad, Comoros, Congo, D.R. Congo, Ivory Coast, Gabon, Equatorial Guinea, Mali, Niger,

Senegal, Togo, Guinea and Guinea Bissau.

4 DCED, 2008: ‘Supporting Business Environment Reforms: Practical Guidance for Development Agencies’


http://www.ebowwn.org
http://www.ebowwn.org
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BER and the EIP

The European Union’s External Investment Plan (EIP) aims at catalysing international and domestic private sec-
tor investment in partner countries in Africa and the European Neighbourhood and support them in their effort
to meet the Sustainable Development Goals (SDGs). The EIP provides for a comprehensive and integrated
approach, linking investment mobilisation, technical assistance and improving the business environment and
the broader investment climate through three pillars:

e Pillar | — Mobilising Investments: The EIP mobilises development finance through blending approaches
necessary for ‘crowding in’ other public and private sector resources in countries, sectors or even value
chains suffering from various types of policy, institutional or market failures. In this context, the European
Fund for Sustainable Development (EFSD) consists of various types of risk capital and guarantee instru-
ments in support of access to finance for private investments; it integrates previous blending facilities that
now are called Investment Platforms (Africa, Neighbourhood).

e Pillar Il — Stepping Up Technical Assistance: provides technical assistance (TA) to develop bankable
projects (Pillar 1) and improve the investment climate (Pillar IIl).

e Pillar lll — Improving the Investment Climate: aims to improve the business environment and the
broader investment climate in partner countries, through 3 building blocks, i.e. investment climate analysis,
structured public-private dialogue with public and private sector stakeholders (the Sustainable Business for
Africa (SB4A) platform will support this structured dialogue), and EU actions to support investment climate
improvements including policy dialogue, TA (Pillar 1I) and budget support.

Improving the investment climate in partner countries will require analysing a large number of elements and
designing and implementing a variety of different interventions, including BER. Sometimes areas of analysis
and interventions are beyond BER reach. The EU being the biggest or among the biggest trade and investment
partner of most third countries, the specific opportunities and challenges arising in bilateral trade and invest-
ment relations provide an important reference for BER, especially if a FTA is in force. This analysis should always
reflect social and environmental externalities and focus on real inclusive growth.

In the context of the EIP, the design and implementation of EU funded BER interventions should be carefully
coordinated with SB4A related actions (facilitation and strengthening of structured public-private dialogue), to
help identify specific regulatory constraints and help stakeholders act on recommendations emanating from
the dialogue.

The overarching EU policy of European Economic Diplomacy also brings the opportunity to address business
and investment climate related matters in political and policy dialogues and link these to SB4A/EIP actions. The
EU private sector (and in particular the EU Chambers of Commerce in third countries) should be included among
stakeholders in SB4A and BER related actions. The EU also aims at working towards a joined-up approach with
EU Member States.

In many ways, the EIP constitutes a new modality for delivering BER support in Africa—one which incorporates
all three of the delivery modalities described further below.
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10. Formulate a communication strategy and use
media strategically

11. Work with government as the lead agent
12. Align BER with national development plans
13. Ensure good donor coordination

14. Ensure the right balance between international and
local expertise.

15. Promote quality assurance in development agency
support of BER

The World Bank’s Doing Business (DB) is an annual
survey of the business environment in 190 countries.
Introduced in 2004, it has played a key role in defin-
ing and promoting BER around the world and it is widely
used by reformers in developing and transitioning coun-
tries. At its core, DB gathers data to compare regulations
faced by formal sector SMEs across countries and time.
DB currently includes 11 sets of indicators correspond-
ing to key functional areas of regulation corresponding
to the life cycle of a business. Each of the 190 countries
covered is ranked globally for ten of the indicators (the

Labour Market Regulation indicator is not ranked) and
overall for ease of doing business. See Figure 1.4.

Because of the inherent limitation in global rankings
(@ country may go down in the ranking simply because
other countries are undertaking reforms and going up),
Doing Business also provides a ‘Distance to Frontier
score (DTF), which measures how far a country is from
the highest ranked country for that indicator (and overall
for ease of doing business).

Most of the indicators are based on survey responses
regarding a hypothetical standardised case (e.g. a
medium sized business in that country’s largest city
seeking to obtain a construction permit to build a new
warehouse), with the survey respondents estimating the
time and cost to obtain the permit or other transaction.
Some of the indicators also involve a qualitative assess-
ment of the legal and regulatory framework.

Doing Business is widely used and recognised by polit-
ical leaders around the world. Part of its success is due
to ranking system—leaders hate to see their neighbours
score higher on reforms and this competitiveness helps
BER stakeholders get political buy-in for reforms that
may improve a country’s ranking, providing a good entry
point for reforms. The intuitive and easy to understand

Figure 1.4: The World Bank Doing Business Indicators

—

STARTING A GETTING A
BUSINESS LOCATION
OPERATING
IN A SECURE
BUSINESS ACCESSING
FINANCE

ENVIRONMENT

DEALING WITH
DAY-TO-DAY
OPERATIONS

Source: Doing Business database — Note: Labour market regulation is not included in the ease of doing business ranking
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Pros and cons of ‘doing business’

What’s to like

e Provides a clear, relatively objective framework
for certain reforms

e Easy to understand
e Makes it easy to compare reforms across countries

e Website collects a lot of data and resources — e.g.
library of laws and regulations

e Well-known around the world

e Provides good entry points for reform, and can be
used to push for further reforms

nature of the DB indicators has also been part of its suc-
cess; for example, it is easy to follow the indicators that
correspond to the normal life cycle of a business.

It is also widely recognized that DB index has its limits.
It provides a narrow approach to the reforms not nec-
essarily ensuring the expected impact and sometimes
motivating quick wins to be higher up in the ranking. It
covers only the formal sector, which leaves out of the
picture the bulk of the private sector in many countries.

Other indexes present different approaches and are
worth being considered, such as the Ibrahim Index of
African Governance of the Mo Ibrahim Foundation, the
Global Competitiveness Index of the World Economic
Forum or the Bertelsmann Transformation Index (BTI).

The Ibrahim Index of African Governance (lIAG) is
a tool that measures and monitors governance perfor-
mance in African countries. Business environment is one
of the elements which are being measured and moni-
tored. For the year 2018, the report mentions that the
African average score for Business Environment is dete-
riorating by almost 5 points over the last ten years. And
it links this trend with the demographic trends of the
continent: ‘Calling for attention is the trajectory of the
African average score for Business Environment. Deteri-
orating by almost -5.0 points over the last ten years, this

What’s not to like

e Tends to drive narrow reforms, because it is based
on specific hypothetical scenarios with many
assumptions (e.g. the size of the company, the
permit or transaction it is seeking, the absence
of bribes)

e Methodology historically biased in favour of Com-
mon Law legal systems and against Civil Law
legal systems

e Limited to reforms targeting the formal sector
only, while in many developing countries most of
the private sector is made of informal MSMEs

e Not based on locally-identified needs and chal-
lenges, but rather best practices which are usu-
ally from the West

is a worrying trend given that the number of working age
Africans (15-64 years old) is expected to grow by almost
another 30% over the next ten years'.

The Business environment indicator of the IIAG index is
composed of the following:

Business Regulatory Environment,

Absence of Excessive Bureaucracy and Red Tape,
Absence of Restrictions on Foreign Investment,
Efficiency of Customs procedures

Robustness of Banks

Satisfaction with Employment creation

Government development of regional integration

The sources used to construct the Business environ-
ment indicator of the IIAG index are the following ones:
the ‘Country policy and institutional assessment’ of the
African Development Bank, the ‘Bertelsmann Transfor-
mation Index’ of the Bertelsmann Stiftung, the ‘Africa
Integrity indicators’ of Global Integrity, the ‘Country Pol-
icy and Institutional Assessment’ of the World Bank, the
‘Economist Intelligence Unit Dataset’ of the Economist
Intelligence Unit, the ‘Global Competitiveness Report’ of
the World Economic Forum, and the ‘Afrobarometer Sur-
veys’ of the Afrobarometer.



GUIDELINES N°9 | BUSINESS ENVIRONMENT REFORM GUIDELINES

The Global Competitiveness Index (GCI) Report is
an annual publication by the World Economic Forum
(WEF), which analyses and ranks economies based on
their level of competitiveness. The definition of compet-
itiveness that is used is: ‘We define competitiveness as
the set of institutions, policies, and factors that deter-
mine the level of productivity of a country. The level of
productivity, in turn, sets the level of prosperity that can
be reached by an economy. The productivity level also
determines the rates of return obtained by investments
in an economy, which in turn are the fundamental drivers
of its growth rates. In other words, a more competitive
economy is one that is likely to grow faster over time’.

This open-endedness is captured within the GCl by includ-
ing a weighted average of many different components,
each measuring a different aspect of competitiveness®.

The Bertelsmann Transformation Index (BTI) anal-
yses and evaluates the quality of democracy, a market
economy and political management in 129 develop-
ing and transition countries. It addresses whether and
how developing countries and countries in transition are
steering social change toward democracy and a market
economy.

The Status Index, with its two analytic dimensions of
political and economic transformation, identifies where
each of the 129 countries stand on their path toward
democracy under the rule of law and a social market
economy. The Governance Index assesses the quality of
political leadership with which transformation processes
are steered!®.

There are other indexes related to governance that
are included in Part IV, such as the World Justice Pro-
ject/Rule of Law Index, the Worldwide Governance
Indicators of the World Bank, the Corruption Per-
ception Index and the National Systems of Integ-
rity Assessment of Transparency International, or the
World Bank Enterprise Surveys.

More recent tools focused on sustainability issues have
also been development in recent years. For example,
the Global Green Economy Index (GGEIl)’measures

performance in areas such as 1) leadership and climate
change, 2) efficiency sectors such as buildings, trans-
port, and energy, 3) markets & investment and 4) the
environment.

Technical assistance to support BER in EU partner coun-
tries has historically been delivered through a number of
different modalities.

Technical assistance programmes and pro-
jects focused on BER

These programmes have as their primary goal the
improvement the business environment in one or more
partner countries. An example of this would be the
‘Investing in Business Enabling Environment (iBEE)' pro-
gramme in Tanzania:

Investing in Business Enabling
Environment (iBEE) in Tanzania

This proposed programme will support business
associations in: i) strengthening the private sec-
tor's capacity of engagement with the authorities
to better structure an effective national pub-
lic-private dialogue on the overall business envi-
ronment in Tanzania. This should contribute to
simplify the complex regulatory framework which
hampers the development of the private sector
in Tanzania; ii), reinforcing its capacity to provide
services and information to promote exports to
the EU or to attract European investment in Tan-
zania. This action will focus on the priority areas
of taxation (also highlighted in the WB’s Doing
Business Report and the Government’s late Big
Results Nowl), immigration (a specific concern
of foreign businesses) and skills development
(cross-cutting challenge along the economy).

15 For more details on the methodology, see http://reports.weforum.org/global-competitiveness-index-2017-2018/
appendix-a-methodology-and-computation-of-the-global-competitiveness-index-2017-2018/

6 For more details on the methodology of this index, see https://www.bti-project.org/en/about/project/methodology/

17 Details available at https://dualcitizeninc.com/global-green-economy-index/


http://reports.weforum.org/global-competitiveness-index-2017-2018/appendix-a-methodology-and-computation-of-the-global-competitiveness-index-2017-2018/
http://reports.weforum.org/global-competitiveness-index-2017-2018/appendix-a-methodology-and-computation-of-the-global-competitiveness-index-2017-2018/
http://www.bti-project.org/en/about/project/methodology/
https://dualcitizeninc.com/global-green-economy-index/
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Programmes supporting economic growth in partner
countries—including through private sector development,
public finance and macroeconomic policy, regional inte-
gration and/or trade, including support to the implemen-
tation of EU-partner free trade agreements (FTAs)—will
often include BER activities or components. For example,
a programme working to increase access to credit may
provide technical assistance to related legal and regula-
tory reforms such as redrafting microfinance regulations
or developing frameworks for credit bureaus. Support
programmes to negotiate trade agreements and imple-
ment them are provided, and usually include support to
trade policy and regulatory aspects design and imple-
mentation. Similarly, the EU supports micro and small,
medium and large enterprise (MSME) development; pro-
grammes will often address relevant policy frameworks
and undertake legal reforms—all examples of BER. Thus
many private sector development programmes—though
they may not have the words business environment
reform in their titles or as components—are in fact sup-
porting BER.

Tradecom Il programme

The aim of the TradeCom Il Programme is to con-
tribute to sustainable economic development
and poverty reduction in ACP countries through
closer regional integration and increased partic-
ipation in the global economy. The programme
supports African, Caribbean and Pacific partner
countries in regional integration and trade mat-
ters, including in the design and implementation
of trade policies and regulations. For instance, the
programme is supporting Gabon to improve trade
policy and regulations.

EU budget support

EU budget involves direct financial transfers to the
national treasury of an eligible partner country, condi-
tional on policy dialogue, performance assessment and
capacity building. Key eligibility criteria include a stability
oriented macro-economic policy, a relevant and credible
development strategy and transparency and adequate
oversight of the budget. Binding constraints on inclusive

growth, including business environment constraints
qualify as a challenge, which can be addressed through
EU budget support. Accordingly, BER is funded through
this modality in partner countries. The use of budget
support, including through the EIP, provides a comple-
mentary entry point to enhance structured dialogue with
public and private stakeholders.

An Example of BER delivered
through EU budget support:
Employment promotion through
MSMEs support programme for the
Republic of South Africa

This EU budget support programme aims to
improve the competitiveness of MSMEs in South
Africa, increase access to finance to the targeted
firms and improve the regulatory and adminis-
trative environment of MSMEs. The programme
provides both budget support (primarily for
increasing access to finance to MSMEs) and com-
plementary technical assistance, capacity build-
ing and support to policy dialogue.

Multi-donor facilities

Because private sector development interventions,
including BER, are broad and critical to achieving eco-
nomic growth, it is typical to find multiple bilateral and
multilateral development agencies concurrently sup-
porting BER in a partner country. To improve coordi-
nation and leverage financial and technical support,
multi-donor facilities are often used to deliver BER assis-
tance. The structure of such multi-donor facilities varies
significantly, ranging from co-financing arrangements
between EU Member States and the World Bank Group,
to international organisations supported by the EU such
as OHADA (see Section 1.2 above). An example of suc-
cessful multi-donor facility focused on BER in Africa is
described in the following text box.
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Investment Climate Facility for
Africa (ICF) (2007-2016)

This multi-donor and private sector funded facil-
ity was set up to boost Africa’s growth by remov-
ing barriers to doing business in the continent.
Its main goals were to build effective coalitions
with businesses and governments to identify and
implement priority projects; work to create a con-
ducive legal, regulatory and administrative envi-
ronment at all levels; and improve Africa’s image
as an investment destination. The ICF was estab-
lished as a development organisation that imple-
mented 73 separate projects with 21 African
partner governments, with technical and finan-
cial support from the IFC and the ADB, Germany
(KfW), the Republic of Ireland, the Netherlands,
the Kingdom of Norway, the UK (DFID) and the
Republic of South Africa, as well as 7 corporate
donors (Anglo American, Celtel, Coca-Cola, Shell
Foundation, SAB Miller, Sasol, Standard Bank and
Unilever). Selected country level ICF projects are
described below under the country headings. Total
funding: approximately US$143 million. http://
www.investmentclimatefacility.org/page/projects/

Twinning and TAIEX

Twinning projects bring together public sector expertise
from EU Member States and beneficiary countries with
the aim of achieving concrete mandatory operational
results through peer to peer activities. TAIEX (Technical
Assistance and Information Exchange instrument) sup-
ports public administrations with regard to the approx-
imation, application and enforcement of EU legislation
as well as facilitating the sharing of EU best practices.

Government reforms, their design and implementation,
can require specific expertise which may be better deliv-
ered by peer government officials of EU Member States,
other countries or EU line DGs. In the area of BER, it
could be expected that these instruments are further
used in supporting partner countries to design, imple-
ment and monitor related interventions.

Regardless of its scope, BER TA typically goes through
four phases: diagnostic, design, implementation and
evaluation. This guide provides support to all four phases
(Figure 1.5).

Websites and References for Business Environment Reform in Developing

Countries

Donor Committee for Enterprise Development (DCED), ‘Practical Guidance on Business Environment Reform
(2008’) and its annexes (2008-2016) and the DCED inter-agency database on business environment reform.

www.business-environment.org

World Bank, ‘Doing Business 2018: Reforming to Create Jobs’ (2017). The annual Doing Business reports pro-
vide examples of best practices, trends and information on each indicator in addition to the annual rankings.
The website includes a library of laws and regulations, and also includes the compilation of studies on the dif-
ferent Business Environment functional areas. http://www.doingbusiness.org/

The BERD Process Guidance is a main reference and can be found here: https://www.gov.uk/dfid-research-outputs/

the-business-environment-reform-diagnostic-berd-process-guidance-for-consultants


http://www.business-environment.org
http://www.doingbusiness.org/
https://www.gov.uk/dfid-research-outputs/the-business-environment-reform-diagnostic-berd-process-guidance-for-consultants
https://www.gov.uk/dfid-research-outputs/the-business-environment-reform-diagnostic-berd-process-guidance-for-consultants
http://www.investmentclimatefacility.org/page/projects/
http://www.investmentclimatefacility.org/page/projects/
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Figure 1.5: Phases of Business Environment Reform Technical Assistance

2. Solution Design Phase

- Develop high-level design of reforms

- Engage the private sector, public agencies and
other stakeholders

- Agree on the overall design

- Develop and agree detailed legal, institutional,
procedural and technological solutions

- Develop and agree implementation plan

1. Diagnostic Phase 3. Implementation Phase

- Define the purpose and objectives Phases of Business Environment - Provide expertise for drafting new or

- |dentify main stakeholders Reform Technical Assistance amending existing laws and regulations
+ Get the commitment of key stakeholders DCED Supporting Business Environment JERRICTHEaVEERS

- Analyse major constraints Reforms — Practical Guide - Launch reform procedures

for Development Agencies, 2008 - Conduct public outreach and information

- Analyse the capacity to implement reform
- Collect and analyse baseline data campaign

- Fine-tune reforms based on user

4. Evaluation and Sustainability

- Conduct programme evaluation

- Ensure that evaluation recommendations are incor-
porated in new procedures

- Prepare programme reports

« Conduct impact assessments (usually done beyond
the programme cycle)

« Fine-tune reforms based on user

DCED Supporting Business Environment Reforms — Practical Guide for Development Agencies, 2008
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FUNCTIONAL AREA 1: BUSINESS SIMPLIFICATION

This technical area relates to all aspects of business
entry, from the initial formation of a legal entity, obtain-
ing of all required business licenses to competition pol-
icy. It also includes the time and cost to complete these
procedures and government incentives to move towards
formal economy. Simplification of processes and requla-
tions for businesses does not necessarily imply less reg-
ulations, but the rationalisation of these to decrease the
time and efforts of businesses to register and obtain the
required licenses to operate.

As set out below, the relevant DB indicator, ‘Starting a
Business’ is quite narrow in scope as it only covers the
formal formation and registration of a limited liability
company, and not all of the licenses and permits that
businesses need to operate. Many of the constraints
on MSMEs (and disincentives to formalisation) include
the sector specific business licensing regimes that come
after business registration.

e Develop an inventory (if possible online) of existing
permits and procedures to guide reforms, digitalise
procedures and documents and accept copies place
of original documents.

e Increase transparency and availability of information
and simplify registration, authorization and licens-
ing issuance procedures, e.g. by publishing fees and
charges, contact information of relevant services,
digitalizing procedures and eliminating duplicative or
unnecessary procedures, informing the applicant of
the state of play of a procedure or about an incom-
plete application.

e Establish contact and enquiry points, one-stop shops
(0SS) or single electronic windows (SEW) to facilitate
company registration and licensing

® Reduce minimum capital requirement to form a legal
entity and establishment by foreign investor.

e Use company registration databases as systems to
collect information on MSMEs to guide policy.

Figure 2.1: DB Starting a Business Indicator

RANKINGS ARE BASED ON DISTANCE TO
FRONTIER SCORES FOR FOUR INDICATIONS

25% Time 25% Cost
Preregistration, registration As % of income
and postregistration (in per capita, no

bribes included

.'

calendar days)

AN

25%
Paid-in
minimum
capital

25% Procedures
Procedures are

completed when final
document is received

AN

25% Paid-in

minimum capital

Funds deposited in a bank or with a
notary before registration (or up to
three months after incorporation), as %
of income per capita

The Starting a Business Indicator records all procedures
officially required, or commonly done in practice, for an
entrepreneur to start up and formally operate an indus-
trial or commercial business, as well as the time and
cost to complete these procedures and the paid-in mini-
mum capital requirement. These procedures include the
processes entrepreneurs undergo when obtaining all
necessary approvals, licenses, permits and completing
any required notifications, verifications or inscriptions for
the company and employees with relevant authorities.
The ranking of economies on the ease of starting a busi-
ness is determined by sorting their distance to frontier
scores for starting a business

e Only covers the initial formation and registration of
a legal entity; excludes all of the burdensome pro-
fessional and sector-specific licensing and permitting
requirements that businesses face.

e Part from encouraging reduced paid-in capital
and simplified procedures, does not provide policy
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guidance on reducing informality. In practice it is easy
for the authorities to enact all of the legal and regula-
tory reforms needed to improve a country’s score on
this indicator--without making real changes to how
the system is implemented in practice.

Reforming business administration
policy in Jordan

In Jordan, an ongoing (EUR 55 million) budget
support operation helps to upgrade Jordan’s
legislative framework. The Government of Jor-
dan has presented to the Parliament new and
amended laws and bylaws such as for bank-
ruptcy and insolvency, upholding of shareholders
agreements, the movable assets law, the compa-
nies law and removal of the goodwill tax. The rel-
evant implementing agencies are also beginning
to perform better as the needed organisational
changes, staff increases and associated capabil-
ity building programmes have been implemented.
This is giving an impetus, leadership and a new
sense of ownership to the reform process, which
should yield more robust performance in coming
years.

DCED, 2017: ‘Business registration: what do we
know about the effectiveness of business reg-
istration support and reforms?  https://www.
enterprise-development.org/wp-content/uploads/
Effectiveness_of_business_registration_support_
and_reforms.pdf

World Bank Doing Business (Starting a Business Indi-
cator). http://www.doingbusiness.org/reports.

World Bank Enterprise Surveys (Days to obtain oper-
ating license, Percent of firms expected to give gift to
get operating license). http://www.enterprisesurveys.
org/

Reforming Business Registration: A  Toolkit
for Practitioners (IFC / World Bank, January
2013). http://documents.worldbank.org/curated/
en/577211468155378578/Reforming-business-
registration-a-toolkit-for-the-practitioners

Legislative Guide on key principles of a business reg-
istry, UNCITRAL 2019. https://uncitral.un.org/en/texts/
msmes/legislativeguides/business_registry

How to Reform Business Licenses (IFC /
World Bank). http://documents.worldbank.
org/curated/en/499071468331807952/
How-to-reform-business-licenses

Illustrative Monitoring Indicators Relating to Business
Formation, Registration and Licensing: IFC Enterprise
Surveys Indicators. https://www.enterprisesurveys.
org/~/media/GIAWB/EnterpriseSurveys/Documents/
Misc/Indicator-Descriptions.pdf

DCED (2013) Measuring the Results of Donor-Sup-
ported Business Registration and Licensing — The case
of Minas Gerais in Brazil, in Case Studies in the Meas-
urement of Donor Supported Business Environment
Reform Results. https://www.enterprise-development.
org/wp-content/uploads/Donor_Guidance_Annex_on_
Measuring_BER_Results_Ca.pdf

Bruhn, Miriam. 2011. ‘License to Sell: The Effect of
Business Registration Reform on Entrepreneurial
Activity in Mexico’. Review of Economics and Sta-
tistics, 93(1): 382-386. https://openknowledge.
worldbank.org/bitstream/handle/10986/6596/
wps4538.pdf?sequence=1&:isAllowed=y

De Mel, S, D. McKenzie & C. Woodruff. 2012. ‘The
demand for, and consequences of, formalization
among informal firms in Sri Lanka’. World Bank Policy
Research Working Paper No. 5991. https://www.nber.
org/papers/w18019.pdf

Studies on business formalization compiled by the
WB Doing Business initiative. www.doingbusiness.org/
en/research/starting-a-business
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http://documents.worldbank.org/curated/en/577211468155378578/Reforming-business-registration-a-toolkit-for-the-practitioners
http://documents.worldbank.org/curated/en/577211468155378578/Reforming-business-registration-a-toolkit-for-the-practitioners
http://documents.worldbank.org/curated/en/577211468155378578/Reforming-business-registration-a-toolkit-for-the-practitioners
https://uncitral.un.org/en/texts/msmes/legislativeguides/business_registry
https://uncitral.un.org/en/texts/msmes/legislativeguides/business_registry
http://documents.worldbank.org/curated/en/499071468331807952/How-to-reform-business-licenses
http://documents.worldbank.org/curated/en/499071468331807952/How-to-reform-business-licenses
http://documents.worldbank.org/curated/en/499071468331807952/How-to-reform-business-licenses
https://www.enterprisesurveys.org/~/media/GIAWB/EnterpriseSurveys/Documents/Misc/Indicator-Descriptions.pdf
https://www.enterprisesurveys.org/~/media/GIAWB/EnterpriseSurveys/Documents/Misc/Indicator-Descriptions.pdf
https://www.enterprisesurveys.org/~/media/GIAWB/EnterpriseSurveys/Documents/Misc/Indicator-Descriptions.pdf
https://www.enterprise-development.org/wp-content/uploads/Donor_Guidance_Annex_on_Measuring_BER_Results_Ca.pdf
https://www.enterprise-development.org/wp-content/uploads/Donor_Guidance_Annex_on_Measuring_BER_Results_Ca.pdf
https://www.enterprise-development.org/wp-content/uploads/Donor_Guidance_Annex_on_Measuring_BER_Results_Ca.pdf
https://openknowledge.worldbank.org/bitstream/handle/10986/6596/wps4538.pdf?sequence=1&isAllowed=y
https://openknowledge.worldbank.org/bitstream/handle/10986/6596/wps4538.pdf?sequence=1&isAllowed=y
https://openknowledge.worldbank.org/bitstream/handle/10986/6596/wps4538.pdf?sequence=1&isAllowed=y
https://www.nber.org/papers/w18019.pdf
https://www.nber.org/papers/w18019.pdf
http://www.doingbusiness.org/en/research/starting-a-business
http://www.doingbusiness.org/en/research/starting-a-business
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@ FUNCTIONAL AREA 2: BUSINESS TAX POLICY AND ADMINISTRATION

Business tax policy and administration are a key element
of the business environment and critical to economic
growth, formalisation and public finance. Tax certainty,
transparency and clear tax payment procedures are
important to business. A good tax system should ensure
that all taxes are proportionate, not arbitrary and con-
venient to taxpayers.

ILLUSTRATIVE INTERVENTIONS
RELATING TO BUSINESS TAX POLICY
AND ADMINISTRATION

e Review of tax code and regulations with focus on
corporate income taxes/profit tax, social security
contributions

Reduce the number and complexity of taxes (con-
solidation), with simple flat-rate principles where
possible.

Simplify tax compliance process (incl. reduction of the
number of filings per year and per tax, introduction of
electronic filing and payment systems)

Simplify VAT compensation / recuperation schemes.

Digitalisation of taxes processes and data / infor-
mation, eliminating duplication and opportunities for
fraud and corruption.

Support to the design/discussion/signature of regional
tax agreements, tax incentives and indirect taxes

Support to compliance with international standards
on tax transparency and exchange of information in

Figure 2.2: DB Paying Taxes Indicator

Tax payments for a manufacturing company in 2016 (nhumber per year adjusted
for electronic and joint filing and payment)

« Total number of taxes and contributions paid, including consumption taxes
(value added tax, sales tax or goods and service tax)
« Method and frequency of filing and payment

Time required to comply with three major taxes (hours per year)

« Arranging payment withholding

« Collecting information and computing the tax payable

« Completing tax return forms, filing with proper agencies

- Preparing separate mandatory tax accounting books, if required

Total tax and contribution rate (% of profit before all taxes)

« Profit or corporate income tax

« Social contributions and labour taxes paid by the employer
« Property and property transfer taxes
- Dividend, capital gains and financial transactions taxes

Postfiling index

« Time to receive a VAT refund

« Compliance time of a VAT refund process

« Compliance time of correcting an error in the corporate income tax return in-
cluding compliance with an audit process if applicable

« Time to complete a corporate income tax audit




order to avoid negative business and reputatio
risks of grey/blacklisting.
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Doing Business records the taxes and mandatory con-

tributions that a medium-size company must pay in a

given year as well as the administrative burden of paying
taxes and contributions and complying with post-filing

procedures. Taxes and contributions measured include

the profit or corporate income tax, social contributions
and labour taxes paid by the employer, property taxes,
property transfer taxes, dividend tax, capital gains tax,

financial transactions tax, waste collection taxes, veh
and road taxes, and any other small taxes or fees.

Enhancing Domestic Resource
Mobilisation in Egypt

In March 2018, the Egyptian Ministry of Finance
and the OECD launched a two and a half years
programme on Enhancing Domestic Resource
Mobilisation in Egypt through a better tax and
exchange of information (EOI) system. The pro-
ject, financed by the EU (EUR 1.2m), aims at
assisting Egypt in increasing domestic resource
mobilisation in order to foster sustainable eco-
nomic growth and income distribution by improv-
ing the design of tax policies and international
tax cooperation. In particular, the programme is
carried out in three clusters in which the OECD
provides assistance. Cluster A on implementing
the international standards on EOI and benefit-
ing from the EOI instruments in tax transparency,
Cluster B on capacity building to tax MNEs fairly
and effectively address BEPS, and Cluster C, on
evidence-based policy decisions through interna-
tionally comparable Revenue Statistics data. The
project has already delivered updated Egyptian
Transfer Pricing Guidelines and an Audit Manual,
and helped concluding Egypt’s first Transfer Pric-
ing audit case. The programme is also providing
extensive training to stakeholders and training of
trainers. This helps creating a clearer understand-
ing by taxpayers of the requirements for them to
comply with Egypt’s international tax rules,sup-
porting the government in setting a predictable
business.

icle

Tax Administration Diagnostic Assessment Tool
(TADAT): http://www.tadat.org/index.html

World Bank Doing Business (Paying Taxes Indicator):
http://www.doingbusiness.org/reports

World Bank Enterprise Surveys (Regulations and

Taxes and Corruption indicators), http://www.

enterprisesurveys.org/

DesigningaTax SystemforMicroand SmallBusinesses:
A Guide for Practitioners (IFC). http://documents.
worldbank.org/curated/en/980291468158071984/
Designing-a-tax-system-for-micro-and-small-
businesses-guide-for-practitioners

DCED (2013) Measuring the Results of Donor-Sup-
ported Business Registration and Licensing — The case
of Minas Gerais in Brazil, in Case Studies in the Meas-
urement of Donor Supported Business Environment
Reform Results: http://www.businessenvironment.
org/dyn/be/docs/264/Donor_Guidance_Annex_on_

Measuring_BER_Results_Ca.pdf

DCED (2013) Measuring the Results of Donor-Sup-
ported Tax Reform — The case of donor-supported
tax reform in Nigeria (GEMS3), in Case Stud-
ies in the Measurement of Donor-Supported Busi-
ness Environment Reform Results:
businessenvironment.org/dyn/be/docs/264/Donor_
Guidance_Annex_on_Measuring_BER_Results_Ca.pdf

http://www.

McKenzie, David, and Yaye Seynabou Sakho. 2010.
‘Does it pay firms to register for taxes? The impact
of formality on firm profitability’. Journal of Devel-
opment Economics 91 (1): 15-24; https://www.
researchgate.net/publication/227352055_Does_|It_
Pay_Firms_to_Register_for_Taxes_The_Impact_of_
Formality_on_Firm_Profitability

Bruhn, M. (2011) ‘Reforming Business Taxes’ in View-
point, Public Policy for the Private Sector, Num-
ber 330, December, World Bank Group, Washington
https://openknowledge.worldbank.org/bitstream/hand
le/10986/11053/678060VPOOPUBLOrming0Busines
sOTaxes.pdf?sequence=1&isAllowed=y

‘Enhancing the effectiveness of external support in
building tax capacity in developing countries’, IMF,
OECD, UN and WBG, 2016: http://www.oecd.org/tax/
enhancing-the-effectiveness-of-external-support-in-
building-tax-capacity-in-developing-countries.pdf


http://www.tadat.org/index.html
http://www.doingbusiness.org/reports
http://www.enterprisesurveys.org/
http://www.enterprisesurveys.org/
http://documents.worldbank.org/curated/en/980291468158071984/Designing-a-tax-system-for-micro-and-small-businesses-guide-for-practitioners
http://documents.worldbank.org/curated/en/980291468158071984/Designing-a-tax-system-for-micro-and-small-businesses-guide-for-practitioners
http://documents.worldbank.org/curated/en/980291468158071984/Designing-a-tax-system-for-micro-and-small-businesses-guide-for-practitioners
http://documents.worldbank.org/curated/en/980291468158071984/Designing-a-tax-system-for-micro-and-small-businesses-guide-for-practitioners
http://www.businessenvironment.org/dyn/be/docs/264/Donor_Guidance_Annex_on_Measuring_BER_Results_Ca.pdf
http://www.businessenvironment.org/dyn/be/docs/264/Donor_Guidance_Annex_on_Measuring_BER_Results_Ca.pdf
http://www.businessenvironment.org/dyn/be/docs/264/Donor_Guidance_Annex_on_Measuring_BER_Results_Ca.pdf
http://www.businessenvironment.org/dyn/be/docs/264/Donor_Guidance_Annex_on_Measuring_BER_Results_Ca.pdf
http://www.businessenvironment.org/dyn/be/docs/264/Donor_Guidance_Annex_on_Measuring_BER_Results_Ca.pdf
http://www.businessenvironment.org/dyn/be/docs/264/Donor_Guidance_Annex_on_Measuring_BER_Results_Ca.pdf
https://www.researchgate.net/publication/227352055_Does_It_Pay_Firms_to_Register_for_Taxes_The_Impact_of_Formality_on_Firm_Profitability
https://www.researchgate.net/publication/227352055_Does_It_Pay_Firms_to_Register_for_Taxes_The_Impact_of_Formality_on_Firm_Profitability
https://www.researchgate.net/publication/227352055_Does_It_Pay_Firms_to_Register_for_Taxes_The_Impact_of_Formality_on_Firm_Profitability
https://www.researchgate.net/publication/227352055_Does_It_Pay_Firms_to_Register_for_Taxes_The_Impact_of_Formality_on_Firm_Profitability
https://openknowledge.worldbank.org/bitstream/handle/10986/11053/678060VP00PUBL0rming0Business0Taxes.pdf?sequence=1&isAllowed=y
https://openknowledge.worldbank.org/bitstream/handle/10986/11053/678060VP00PUBL0rming0Business0Taxes.pdf?sequence=1&isAllowed=y
https://openknowledge.worldbank.org/bitstream/handle/10986/11053/678060VP00PUBL0rming0Business0Taxes.pdf?sequence=1&isAllowed=y
http://www.oecd.org/tax/enhancing-the-effectiveness-of-external-support-in-building-tax-capacity-in-developing-countries.pdf
http://www.oecd.org/tax/enhancing-the-effectiveness-of-external-support-in-building-tax-capacity-in-developing-countries.pdf
http://www.oecd.org/tax/enhancing-the-effectiveness-of-external-support-in-building-tax-capacity-in-developing-countries.pdf
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FUNCTIONAL AREA 3: INVESTMENT POLICY

Effective investment policies, legal certainty and a con-
ducive business environment are important to attracting,
retaining and expanding foreign and domestic investment,
but also key to delivering development benefits such as
inclusive and sustainable growth from that investment
and broader societal goals. Effective investment pol-
icies! in EU partner countries, ranging from investment
promotion (i.e. activities that promote a location as an
investment destination), investment liberalisation (i.e.
commitments to address restrictions and limitations to
investment) and investment facilitation (i.e. simplification
of the investment approval process, streamline of sec-
toral regulations) to the non-discrimination and protection
of foreign investments, are important to attract and retain
investments and to re-orient them towards more sus-
tainable technologies and businesses, respect for human
rights and high labour and environmental standards. This
includes encouraging corporate social responsibility and
responsible business practices.

The OECD’s Policy Framework for Investment (2015)
provides a broad definition of investment policy: ‘It
refers not only to the laws, regulations and policies
relating to the admission of investors, the rules once
established and the protection of their property, but also
to the goals and expectations concerning the contribu-
tion of investment to sustainable development, such as
those outlined in national development plans’. The Pol-
icy Framework outlines the following key components of
domestic investment policy:

e Non-discrimination principle: All investors in like
circumstances should be treated equally, irrespec-
tive of their ownership. The need for a level playing
field also includes public procurement, in order to pro-
mote and compliance with norms and standards that
ensure the protection of social rights and environ-
mental sustainability

o National Treatment: In the context of foreign
investment, the non-discrimination principle suggests
that a government treat foreign-owned or controlled
enterprises no less favourably than like domestic
enterprises — ‘national treatment’. Almost all coun-
tries have exceptions to national treatment, including
restrictions such as approval mechanisms for foreign
investors, industry/sector restrictions, foreign equity
limits, profit and capital repatriation, land ownership,
branching limitations, minimum capital requirements,
government procurement favouring locally owned
enterprises, etc.

e Expropriation of Property: A key part of invest-
ment policy involves the protection of property rights
and provisions for just compensation in the case of
direct or indirect expropriation by the state.

e Securing Land Tenure: Investors need to be con-
fident that their land rights are properly recognised
and protected and that they will not be evicted with-
out compensation.

o Intellectual Property Rights Protection: Intel-
lectual property rights (IPR) provide an incentive to
invest in research and development as well as the
confidence to share knowledge-based assets, includ-
ing new technologies, proprietary information and
data.

e International Investment Agreements: The pur-
pose of these international agreements is the pro-
motion and protection of investments from one
contracting party in the territory of the other con-
tracting party.

Investment Promotion and Facilitation: BER inter-
ventions often support foreign investment promotion
(promoting a country or region as an investment desti-
nation) and investment facilitation (making it easier for

! The EU external investment policy aims to secure and promote a level playing field so that EU investors abroad are not discrimi-
nated or mistreated while preserving the right of home and host countries to regulate their economies to meet legitimate public
policy objectives. The EU is negotiating or implementing investment rules in trade agreements (such as in the modernization
negotiations of Economic Partnership Agreements (EPA) with ACP countries, DCFTA with Morocco and Tunisia) or in self-standing
investment agreements, such as with China. Those investment rules cover: (i) allowing and facilitating the setting up of enter-
prises by making sure investors can access the market and do not face discrimination between EU and non-EU investors; (ii)
creating a favourable regulatory framework, both when the investor enters the market and when the investor does economic
activities in the country by improving the transparency and predictability of the regulatory framework; (iii) protecting established
investments/investors through commitments to fair and equitable treatment for investors or guarantees of compensation in case

of expropriation
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investors to establish, retain or expand existing invest-
ments). The success of both are highly dependent on the
quality of investment policy and more broadly the busi-
ness environment and the broader investment climate.

The facilitation and promotion of investments by the EU
has the objective of attaining the SDGs. In order to reach
this goal, the EU has adopted in 2018 the EU Sustain-
able Finance Action Plan, that should serve as bench-
mark to promote sustainable finance in third countries. It
should reorient capital flows towards sustainable invest-
ment, manage financial risks stemming from climate
change, environmental degradation and social issues,
and foster transparency and long-termism in financial
and economic activity?. Within this framework, the EU is
developing the EU Taxonomy? to facilitate sustainable
investments. It is a classification tool to help investors
and companies identify environmentally friendly eco-
nomic activities.

It is as well key to ensure risk-informed investments
and/or mitigating measures in particular in fragile and
conflict-affected states, ensuring conflict sensitivity
is applied as well as Due Diligence of Business and
Human Rights*.

e Review of investment law and regulations

e Improving transparency and predictability of invest-
ment (publication and availability of information)

e Streamlining procedures and requirements, setting
clear criteria for procedures and digitalizing invest-
ment approval system, where investments need to
be reviewed and approved by multiple government
agencies

e Support for appeal and review procedures

e Support to national and sub-national level invest-
ment promotion agencies

e Training of commercial court judges in intellectual
property rights law, to better resolve disputes and
protect rights.

e Support in negotiation of international investment
agreements

e |mproving mechanisms for cross-border coopera-
tion with other governments and for consultations
with stakeholders in order to identify bottlenecks and
exchange best practices

e Promote investments in environmentally friendly
activities

Note that Doing Business does not cover investment
policy; the ‘Protecting Minority Investors’ indicator exam-
ines minority shareholder rights in a limited liability
company, but it is mainly a measure of domestic com-
pany and securities law and rarely used in BER interven-
tions in developing country contexts.

EU-OECD Programme on Promoting
Investment in the Mediterranean

The Programme funded with EUR 3 million aims
at boosting the quality and quantity of investment
to and within the Mediterranean region. Working
in partnership with governments and institutions,
it engages in regional and national actions to cre-
ate more robust and coherent investment policies
such as: modernising investment policies, pro-
moting inclusive investment strategies, increas-
ing the region’s investment promotion capacities,
building institutional capacity through peer learn-
ing, promoting networking between European
and Mediterranean investment promotion agen-
cies, enhancing public-private dialogue for more
inclusive policy making. The Programme actions
build on well-established international tools and
standards such as the OECD’s Policy Framework
for Investment and the OECD Guidelines for Mul-
tinational Enterprises.

2 https://ec.europa.eu/info/publications/180308-action-plan-sustainable-growth_en
3 https:/lec.europa.eu/info/publications/sustainable-finance-teg-taxonomy_en
4 EU Staff handbook on Operating in Situation of Conflict and Fragility; OECD Due Diligence Guidance on Responsible Business

Conduct.
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TOOLS AND RESOURCES

Global investment competitiveness report 2017-
2018: foreign investor perspectives and policy
implications. http://documents.worldbank.org/curated/
en/169531510741671962/Global-investment-
competitiveness-report-2017-2018-foreign-
investor-perspectives-and-policy-implications

Joint ACP-UNCTAD Guiding Principles for Investment
Policymaking. http://investmentpolicyhub.unctad.org

UNCTAD Investment Policy Reviews (IPRs). http://
unctad.org/en/pages/DIAE/DIAE%20Publications%20
-%20Bibliographic%?20Index/investment-Policy-
Reviews-%28IPR%29.aspx

UNCTAD, Investment Policy Framework for Sus-
tainable Development (2015). http://unctad.org/en/
PublicationsLibrary/diaepcb2015d5_en.pdf

UNCTAD Promoting Green Foreign Direct Investments
(2016). https://unctad.org/en/PublicationsLibrary/
webdiaepcb2015d6_en.pdf

OECD, Policy Framework for Investment (2015). http://
www.oecd.org/investment/pfi.htm

EU Guidance Note on Conflict Analysis. https://
ec.europa.eu/europeaid/sites/devco/files/
guidance-note-on-conflict-analysis_en.pdf

World Bank Investment Climate Advisory Services.
http://www.worldbank.org/en/topic/competitiveness/
brief/facility-for-investment-climate-advisory-
services-fias

Business Environment Reform and Investment Pro-
motion and Facilitation: Rapid Evidence Assessment
(DFID August 2015). http://www.businessenvironment.
org/dyn/be/docs/302/Business-environment-reform-
investment.pdf

The Extractive Industries Transparency Initiative
(EITI). https://eiti.org/


http://documents.worldbank.org/curated/en/169531510741671962/Global-investment-competitiveness-report-2017-2018-foreign-investor-perspectives-and-policy-implications
http://documents.worldbank.org/curated/en/169531510741671962/Global-investment-competitiveness-report-2017-2018-foreign-investor-perspectives-and-policy-implications
http://documents.worldbank.org/curated/en/169531510741671962/Global-investment-competitiveness-report-2017-2018-foreign-investor-perspectives-and-policy-implications
http://documents.worldbank.org/curated/en/169531510741671962/Global-investment-competitiveness-report-2017-2018-foreign-investor-perspectives-and-policy-implications
http://investmentpolicyhub.unctad.org
http://unctad.org/en/pages/DIAE/DIAE%20Publications%20-%20Bibliographic%20Index/investment-Policy-Reviews-%28IPR%29.aspx
http://unctad.org/en/pages/DIAE/DIAE%20Publications%20-%20Bibliographic%20Index/investment-Policy-Reviews-%28IPR%29.aspx
http://unctad.org/en/pages/DIAE/DIAE%20Publications%20-%20Bibliographic%20Index/investment-Policy-Reviews-%28IPR%29.aspx
http://unctad.org/en/pages/DIAE/DIAE%20Publications%20-%20Bibliographic%20Index/investment-Policy-Reviews-%28IPR%29.aspx
http://unctad.org/en/PublicationsLibrary/diaepcb2015d5_en.pdf
http://unctad.org/en/PublicationsLibrary/diaepcb2015d5_en.pdf
https://unctad.org/en/PublicationsLibrary/webdiaepcb2015d6_en.pdf
https://unctad.org/en/PublicationsLibrary/webdiaepcb2015d6_en.pdf
http://www.oecd.org/investment/pfi.htm
http://www.oecd.org/investment/pfi.htm
https://europa.eu/capacity4dev/public-fragility/wiki/guidance-note-use-conflict-analysis-support-eu-external-action
https://europa.eu/capacity4dev/public-fragility/wiki/guidance-note-use-conflict-analysis-support-eu-external-action
https://europa.eu/capacity4dev/public-fragility/wiki/guidance-note-use-conflict-analysis-support-eu-external-action
http://www.worldbank.org/en/topic/competitiveness/brief/facility-for-investment-climate-advisory-services-fias
http://www.worldbank.org/en/topic/competitiveness/brief/facility-for-investment-climate-advisory-services-fias
http://www.worldbank.org/en/topic/competitiveness/brief/facility-for-investment-climate-advisory-services-fias
http://www.businessenvironment.org/dyn/be/docs/302/Business-environment-reform-investment.pdf
http://www.businessenvironment.org/dyn/be/docs/302/Business-environment-reform-investment.pdf
http://www.businessenvironment.org/dyn/be/docs/302/Business-environment-reform-investment.pdf
https://eiti.org/
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FUNCTIONAL AREA 4: TRADE POLICY AND REGULATION

Trade policy is about regulation and agreements on
import and exports, trade promotion and trade facilita-
tion. International trade remains a driving force of eco-
nomic activities. Predictable, transparent trade policy,
including preferential trade agreements, is especially
relevant for foreign direct investment, notably where
investors are concerned about the ability and ease of
importing intermediaries and exporting final products.
In addition to market access through preferential trade,
investors are particularly interested in related policy
fields (often covered in trade agreements) such as com-
petition policy, intellectual property rights protection,
public procurement and dispute settlement®.

The EU negotiates trade and investment agreements
with the different regions and countries:

e For developing countries without an agreement with
the EU, the EU’s Generalised Scheme of Preferences
(GSP) grants unilateral preferential market access,
while least developed countries benefit from duty-free,
quota-free access under Everything But Arms (EBA).

e African and Neighbourhood countries have negoti-
ated a range of trade and investment agreements
with the EU, including Free Trade Agreements (North
Africa), Deep and Comprehensive Free Trade Areas
(DCFTA) with Georgia, Moldova and Ukraine, and Eco-
nomic Partnership Agreements (5 agreements imple-
mented in Sub-Saharan Africa). These agreements
grant partners preferential market access in the EU
(full duty-free and quota-free in the case of EPAs)
and support partners in improving their investment
climate, as well as aligning trade and investment-re-
lated legislation with the EU where desired. Negotia-
tions for a DCFTA have also started in Morocco and
Tunisia, with technical assistance provided in the
framework of a bilateral programme (Support Pro-
gramme to Competitiveness and Trade).

e With the South East Asian region, negotiations for
a region-to-region FTA with ASEAN were launched
in 2007 and paused in 2009 to give way to bilat-
eral FTAs negotiations, conceived as building blocks

towards a future region-to-region agreement. Cur-
rently negotiations of FTA are finalised with Singa-
pore and Vietnam (both agreements underpin the
Paris Agreement). Negotiations with Indonesia were
launched in July 2016 and approach the Sth round
of negotiations in December 2019. Negotiations with
Thailand were suspended in 2014 but both sides
are exploring possible resumption. Negotiations with
Malaysia were suspended in 2012. Negotiations with
the Philippines were launched in 2015 but no further
rounds have been scheduled since early 2017.

e The EU has concluded trade agreements with CARI-
FORUM, Mexico, Central America, Colombia/Ecuador/
Peru and Chile. In June 2019 negotiations concluded
for a trade agreement with Mercosur. Once ratified
this would mean that 30 out of 33 Latin American
and Caribbean countries would have trade agree-
ments with the EU. First generation EU trade agree-
ments with Mexico and Chile are being modernised
to include new elements such as trade and sustaina-
ble development. The EU is thus a key partner for the
region, and indeed is the number one external inves-
tor. Initial indications are that these agreements have
helped increase the number of companies exporting
to the EU as well as diversity the types of products.

Trade facilitation, as part of trade regulation and poli-
cies, aims to introduce simplified customs procedures to
reduce the time and cost it takes to import and export
goods across borders, in partnership with national gov-
ernment and veterinary, phyto-sanitary, immigration or
port management authorities.

EU partner countries often face internal constraints that
prevent them from accessing the economic benefits of
expanded trade. To ensure that SMEs are able to seize
the opportunities of the Deep and Comprehensive Free
Trade Areas (DCFTAs), the EU, together with financial
institutions, EBRD, EIB and KfW, has set up the DCFTA
Facility with Georgia, Moldova and Ukraine, with the aim
to increase SME competitiveness, ease their access to

> See Communication from the Commission to the European Parliament, the Council, the European Economic and Social Committee
and the Committee of the Regions on ‘Trade for All. Towards a more responsible trade and investment policy’, COM(2015) 497

final, 14.10.2015
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The EU and Aid for Trade

The EU and its Member States updated their joint Aid for Trade Strategy in 2017?, building on 10 years of EU
Aid for Trade assistance. The aim of the updated strateqgy is to strengthen and modernise EU support to partner
countries trade and productive capacities. The updated strategy sets out ways the Commission can improve and
better target its aid for trade. It puts a strong focus on Least Developed Countries, and countries in situations
of fragility. Globally the EU and its Member States are the biggest provider of Aid for Trade. In 2016 alone, EU
commitments amounted to a record €13.5 billion, representing more than a third of total EU ODA. In concrete
terms, the EU now seeks to:

e Better combine and coordinate tools for development finance of aid for trade, both at European and national
level.

e Improve synergies with other instruments, such as EU trade agreements, trade schemes or the EU’s innova-
tive External Investment Plan, which will support investments for sustainable development. One of the aims
is to support local small and medium-sized enterprises (SMEs) in benefiting more.

e Strengthen social and environmental sustainability, together with inclusive economic growth. This will be
done for example through increased stakeholder-engagement such as structured dialogue with the private
sector, civil society and local authorities. Moreover, social, environmental and human rights clauses are sys-
tematically included in EU trade agreements.

e Better target and tailor approaches to least developed and fragile countries’ specificities.

e The updated Aid for Trade strategy builds on the 2007 EU Strategy on Aid for Trade, which was a joint Euro-
pean response to World Trade Organisation (WTO) led Aid for Trade initiative, launched in 2005.

1 COM(2017)667 final of 13 November 2017 — ‘Achieving Prosperity through Trade and Investment: Updating the Joint EU
Strategy on Aid for Trade’ and Council Conclusions 15573/17 of 11 December 2017

finance, help them to take trade opportunities and com-
ply with food safety, technical and quality standards.

The African continental free trade area (AfCFTA) entered
into force in May 2019. According to the International
Monetary Fund (IMF), ‘the elimination of tariffs on intrar-
egional trade is estimated to increase trade in the region
by about 15-25 percent over the medium term, whereas
reducing nontariff barriers by half would more than dou-
ble such effects™.

Reforms in this functional area are highly technical and
require input from trade facilitation experts. This is in
part because legal requirements and standards ema-
nate from multilateral agreements and conventions (e.g.
World Trade Organization, World Customs Organization),
regional agreements (e.g. free trade agreements, single

market and customs unions), as well as national rules
implemented at both the national and regional level
(e.g. EU Common Customs Code). In addition, efforts to
automate import and export procedures often require IT
expertise. The high risk of bribes and lack of transpar-
ency in customs agencies in many countries also adds
to the challenge.

e Reforms to simplify complex and non-transpar-
ent procedures that delay clearance of goods; for
example, addressing inconsistent application of
rules, making laws and regulations available to trad-
ers, improving the appeals process and harmonizing

& International Monetary Fund (IMF): ‘Sub-Saharan Africa Regional Economic Outlook: Recovery Amid Elevated Uncertainty’, April
2019, https://www.imf.org/en/Publications/REQ/SSA/Issues/2019/04/01/sre00419
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customs procedures at both sides of the border (for
land borders).

e Establishing legally the concept of one stop shop /
single window (for all customs and non-customs data
requirements) and/or single-stop border posts.

e Building of appropriate trade-related infrastructure
(e.g.: proper border posts with the condition to imple-
ment the single window requirements)

e Automating and digitalizing customs systems to
improve clearance, including automatic manage-
ment of import and export declarations, payment,
risk assessment and data exchanges all of which can
reduce time and documentary costs and increase
transparency

e (Capacity building for customs officials

e Supporting transparency / anti-corruption measures
at the border

e Support the negotiation and implementation of free
trade agreements

Doing Business records the time and cost associated
with the logistical process of exporting and import-
ing goods. Doing Business measures the time and cost

Figure 2.3: How the DB trading across borders

indicator is calculated

RANKINGS ARE BASED ON DISTANCE TO
FRONTIER SCORES FOR EIGHT INDICATIONS

Time for documentary
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Cote d’'lvoire — Trade and Regional
Integration Support Programme

This EUR 16 million programme supports the
modernisation of trade and investment related
regulations and institutions, as well as trade
facilitation. The initiative has contributed to Cote
d’Ivoire’s improved Doing Business ranking, mov-
ing up from 167th in the world in 2010 to 142nd
in 2016. Exports have increased as well as the
share of the country in global exports. Import
delays have improved from an average of 864
hours in 2011 to 125 hours in 2016 and the pro-
gramme has helped Ivorian companies expand
their businesses and create jobs, all of which
have positively impacted the country’s ability to
take advantage of the new Economic Partnership
Agreement. The programme was complemented
by a budget support programme to improve
transparency in the judiciary and in public pro-
curement, both of which are important elements
of the broader investment climate, as well as reg-
ular dialogue with both the public and the private
sectors on needed policy reforms.

(excluding tariffs) associated with three sets of proce-
dures — documentary compliance, border compliance

Figure 2.4: DB trading across borders indicator

FIGURE 1: WHAT MAKES UP THE TIME AND COST TO EXPORT TO AN
OVERSEAS TRADING PARTNER?

) A

Sao Paulo

Domestic transport: 8,6 hours, $763

p nce: 49 hours, $959 i
Border compliance: 49 hours, $959 Shanghai

Documentary compliance 12 hours, $226

Source Doing Business database

FIGURE 2: WHAT MAKES UP THE TIME AND COST TO EXPORT TO A
REGIONAL TRADING PARTNER?
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Nairobi

Domestic transport: 8 hours, $967
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Border compliance: 21 hours, $143 Kampala

Documentary compliance 19 hours, $191
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EuroMed Trade Helpdesk

As part of the EuroMed Trade and Investment
Facilitation Mechanism (TIFM), the EU in part-
nership with the ITC, funded the EuroMed Trade
Helpdesk. The main rationale of the Helpdesk is
to provide a quick and free-of-charge response to
market access and regulatory requirements que-
ries to companies who wish to engage in trade
in one of nine participating countries, i.e. Algeria,
Egypt, Morocco, Tunisia, Israel, Palestine, Jordan,
Lebanon and Turkey. The tool provides informa-
tion on tariffs and duties, import and export pro-
cedures, and market requirements. In addition,
a network of national focal points in each par-
ticipating Mediterranean country will respond
to enquiries on intra-regional trade issues and
ensure information is kept up to date. A second
phase of the TIFM will include services and invest-
ment aspects, rules of origin, SMEs and capacity
building and will further contribute to increasing
regional integration and transparency of infor-
mation. The EuroMed Helpdesk is modelled on
EU Export Helpdesk. Website: https://euromed.
macmap.org/euromed

and domestic transport — within the overall process of
exporting or importing a shipment of goods.

e World Bank Country Diagnostic Trade Integration

Studies (DTIS). https://www.google.com/search?q=wo
rld+bank+DTIS&rlz=1C1GCEA_enBEB46BE847&0q=
world+bank+DTIS&aqgs=chrome..69i57j69i6013.3509
jlja&sourceid=chrome&ie=UTF-8

World Bank Doing Business (Trading across Borders
Indicator). http://www.doingbusiness.org/reports

World Bank Enterprise Surveys (Days to obtain import
license, Percent of firms expected to give gift to get
import license). http://www.enterprisesurveys.org/

World Economic Forum, Global Enabling Trade
Report (2016). http://reports.weforum.org/
global-enabling-trade-report-2016/

EU Aid for Trade Report 2018. https://ec.europa.eu/
europeaid/eu-aid-trade-progress-report-2018_en

DCED (2013) Measuring the Results of Donor-Sup-
ported Trade and Customs Reform — The case of
TradeMark East Africa, in Case Studies in the Meas-
urement of Donor-Supported Business Environment
Reform Results. https://www.enterprise-development.
org/wp-content/uploads/Donor_Guidance_Annex_on_
Measuring_BER_Results_Ca.pdf

OECD & WTO (2010) Aid for Trade: Is it working?,
OECD, Paris, available from. http://www.oecd.org/dac/
aft/45581702.pdf

TMEA (2012) TMEA Monitoring, Evaluation and Learn-
ing Procedures; How to measure what you are doing,
and whether it's working. https://beamexchange.org/
resources/371/

EU Trade Helpdesk. https//trade.ec.europa.eu/
tradehelpdesk


https://www.google.com/search?q=world+bank+DTIS&rlz=1C1GCEA_enBE846BE847&oq=world+bank+DTIS&aqs=chrome..69i57j69i60l3.3509j1j4&sourceid=chrome&ie=UTF-8
https://www.google.com/search?q=world+bank+DTIS&rlz=1C1GCEA_enBE846BE847&oq=world+bank+DTIS&aqs=chrome..69i57j69i60l3.3509j1j4&sourceid=chrome&ie=UTF-8
https://www.google.com/search?q=world+bank+DTIS&rlz=1C1GCEA_enBE846BE847&oq=world+bank+DTIS&aqs=chrome..69i57j69i60l3.3509j1j4&sourceid=chrome&ie=UTF-8
https://www.google.com/search?q=world+bank+DTIS&rlz=1C1GCEA_enBE846BE847&oq=world+bank+DTIS&aqs=chrome..69i57j69i60l3.3509j1j4&sourceid=chrome&ie=UTF-8
http://www.doingbusiness.org/reports
http://www.enterprisesurveys.org/
http://reports.weforum.org/global-enabling-trade-report-2016/
http://reports.weforum.org/global-enabling-trade-report-2016/
https://ec.europa.eu/info/index_en
https://ec.europa.eu/info/index_en
https://www.enterprise-development.org/wp-content/uploads/Donor_Guidance_Annex_on_Measuring_BER_Resu
https://www.enterprise-development.org/wp-content/uploads/Donor_Guidance_Annex_on_Measuring_BER_Resu
https://www.enterprise-development.org/wp-content/uploads/Donor_Guidance_Annex_on_Measuring_BER_Resu
http://www.oecd.org/dac/aft/45581702.pdf
http://www.oecd.org/dac/aft/45581702.pdf
https://beamexchange.org/resources/371/
https://beamexchange.org/resources/371/
http://www.https.com//trade.ec.europa.eu/tradehelpdesk
http://www.https.com//trade.ec.europa.eu/tradehelpdesk
https://europa.eu/european-union/index_en
https://europa.eu/european-union/index_en
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FUNCTIONAL AREA 5: FINANCIAL MARKETS

Globally, about 1.7 billion people have no financial
account at a bank, mobile money provider or other for-
mal institution. Even when they have accounts, many
poor people find them of little value and they are left
unused. The result is that roughly one in three of the
world’s adult population lacks the financial services they
could use to dramatically improve their lives. They have
no savings for a child’s education, they cannot access
loans to buy the seeds and fertilizers and they have
no insurance to protect them from medical or natural
disasters.

Access to finance is one of the greatest constraints to
growth in Sub-Saharan Africa countries, according to
firms surveyed by the World Economic Forum’. MSMEs
are collectively usually the largest employers yet they
typically lack access to capital and to risk management
tools such as savings, insurance and credit.

Reform needs in this area focus on financial sector
regulation — including bank regulation, securities law,
microfinance regulation and credit information laws and
regulations-, fostering competition of financial service
providers, and insolvency frameworks.

Other areas of commercial law are also relevant to
increasing access to finance, including secured transac-
tions law (including pledge registries), company law and
contract law. Integrating approaches to increase formal-
isation and supporting MSMEs is also important to BER
interventions in this area.

In addition, a functioning insolvency framework, with
clear and predictable rules, that efficiently rehabilitates
viable companies and liquidates non-viable companies,
can increase access to credit. Such a framework requires
well-drafted and up-to-date insolvency laws and regula-
tions, the rule of law, effective courts, transparent proce-
dures and well-trained insolvency professionals. In fact,
many developing countries not only do not have such
pre-conditions, and many do not even have functioning
insolvency systems.

Illustrative Interventions

Revising microfinance legislation to increase lending
to entrepreneurs

Supporting the establishment of credit bureaus to
increase credit information

Reforms to secured transactions laws and reg-
ulations, for example to make it easier to regis-
ter pledges/guarantees (in accordance to functional
areas 3 and 7)

Conduct assessment of insolvency laws and regu-
lations and recommend amendments or drafting of
new legislation

Present best-practices from other jurisdictions and
international instruments including the World Bank
Principles for Effective Insolvency and Creditor Rights
and the UNCITRAL Legislative Guide on Insolvency
Law

Support public private dialogue on insolvency reform

Capacity building for commercial court judges, court
administrators, insolvency professionals and the legal
profession on insolvency law

Figure 2.5: How the DB Getting Credit Indicator Is

Calculated

RANKINGS ARE BASED ON DISTANCE TO FRONTIER
SCORES FOR THE SUN OF THE INDICATIONS

Regulations on nonposses-
sory security interests in
movable property

AN

AN

Scope, quality and accessi-
bility of credit information
through credit bureaus and
registries

Note: Credit bureau coverage and credit registry coverage are
meastred but do not count for the rankings.

7 World Economic Forum, Executive Opinion Survey 2016, cited in The Africa Competitiveness Report 2017 (African Development

Bank, World Bank Group, World Economic Forum, 2016.
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Doing Business measures the legal rights of borrow-
ers and lenders with respect to secured transactions
through one set of indicators and the reporting of credit
information through another. The first set of indica-
tors measures whether certain features that facilitate
lending exist within the applicable collateral and bank-
ruptcy laws. The second set measures the coverage,
scope and accessibility of credit information available
through credit reporting service providers such as credit
bureaus or credit registries. The ranking of economies
on the ease of getting credit is determined by sorting
their distance to frontier scores for getting credit. These
scores are the distance to frontier score for the sum of
the strength of legal rights index and the depth of credit
information index.

Figure 2.6: DB Resolving
Insolvency Indicator

RANKINGS ARE BASED ON DISTANCE TO FRONTIER
SCORES FOR TWO INDICATIONS

50% |

Recovery N
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Doing Business studies the time, cost and outcome of
insolvency proceedings involving domestic entities as
well as the strength of the legal framework applicable to

EU Initiative for Financial Inclusion,
to provide access to finance in the
Southern Mediterranean.

Access to finance for innovative start-ups, micro,
small and medium-sized enterprises (MSMEs) is
one of the key objectives of the EU Neighbour-
hood Investment Facility. Currently, access to
finance of the 6 million of MSMEs in the Neigh-
bourhood South is limited. The financing commit-
ted by local banks to SMEs in Egypt represents no
more than 5% of total lending, in Palestine 6%,
in Jordan 10%, in Tunisia 15%, in Lebanon 16%
and 24% in Morocco. The ‘EU Initiative for Finan-
cial Inclusion’ has been prepared by the EU in
2015 in partnership with European Finance Insti-
tutions such as EIB, EBRD, KFW, AFD, to extend
financing to MSMEs including to innovative start-
ups. This initiative has the potential to reach up
to 200,000 MSMEs in the region via microfinance
through local financial institutions and capacity
building, risk/venture capital to support business
start-ups and microfinance, advisory services
to SMEs, SME Credit lines, and guarantee funds
to incentivise local banks to lend new funds to
SMEs. More than EURL.2 billion in new financing
for micro and SMEs is expected to be mobilised by
the EU collectively during the period 2016-2020.
marketplace.

judicial liquidation and reorganization proceedings. The
data for the resolving insolvency indicators are derived
from questionnaire responses by local insolvency prac-
titioners regarding a hypothetical case and verified
through a study of laws and regulations as well as pub-
lic information on insolvency systems. The hypothetical
case study that is presented in the questionnaire is a

Consultative Group to Assist the Poor (CGAP)

CGAP is a global partnership of more than 30 leading development organizations, including the European
Commission that works to advance the lives of poor people through financial inclusion. Using action-oriented
research, CGAP tests, learns and shares knowledge intended to help build inclusive and responsible financial
systems that move people out of poverty, protect their economic gains and advance broader development
goals. CGAP researches and experiments to achieve proof of concept and extract lessons that can be built to
scale by our partners, who apply these insights in the marketplace. CGAP also produces country assessments
that are extremely useful for BER diagnostics. http://www.cgap.org/


http://www.cgap.org/
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complex case with several pages of assumptions, and
it requires local insolvency experts to work through the
entire proceedings and come up with a guess as to the
final outcome of the insolvency proceeding—whether
the court would order a reorganisation or a liquidation,
and what the recovery rate would be. Annex 15 provides
a list of tools and resources, indicators and bibliographic
resources relating to resolving insolvency.

e World Bank, Doing Business — Getting Credit Meth-
odology. http://www.doingbusiness.org/methodology/
getting-credit

e World Bank Doing Business (Obtaining Credit and
Protecting Minority Investors indicators). http://www.
doingbusiness.org/reports

e World Bank, Report on the Observance of Stand-
ards and Codes (ROSC). http://www.worldbank.org/en/
programs/rosc#1

United Nations Capital Development Fund (UNCDF).
Making Access Possible (MAP). https://www.uncdf.org/
map/homepage

The Economist Intelligence Unit / Global Micro-
scope. The enabling environment for financial inclu-
sion, available at https://www.microfinancegateway.
org/library/global-microscope-2015-enabling-
environment-financial-inclusion

World Bank, Micro, Small, and Medium Enter-
prise Finance. http://www.worldbank.org/en/
results/2013/04/05/msme-finance-expanding-
opportunities-and-creating-jobs.print

United Nations Commission on International Trade
Law Legislative Guide on Secured Transactions
(UNCITRAL 2007). http://www.uncitral.org/uncitral/en/
uncitral_texts/security/Guide_securedtrans.html

World Bank Enterprise Surveys (Finance indicators).
http://www.enterprisesurveys.org/


http://www.doingbusiness.org/methodology/getting-credit
http://www.doingbusiness.org/methodology/getting-credit
http://www.doingbusiness.org/reports
http://www.doingbusiness.org/reports
http://www.worldbank.org/en/programs/rosc#1
http://www.worldbank.org/en/programs/rosc#1
https://www.uncdf.org/map/homepage
https://www.uncdf.org/map/homepage
https://www.microfinancegateway.org/library/global-microscope-2015-enabling-environment-financial-inclusion
https://www.microfinancegateway.org/library/global-microscope-2015-enabling-environment-financial-inclusion
https://www.microfinancegateway.org/library/global-microscope-2015-enabling-environment-financial-inclusion
http://www.worldbank.org/en/results/2013/04/05/msme-finance-expanding-opportunities-and-creating-jobs.print
http://www.worldbank.org/en/results/2013/04/05/msme-finance-expanding-opportunities-and-creating-jobs.print
http://www.worldbank.org/en/results/2013/04/05/msme-finance-expanding-opportunities-and-creating-jobs.print
http://www.uncitral.org/uncitral/en/uncitral_texts/security/Guide_securedtrans.html
http://www.uncitral.org/uncitral/en/uncitral_texts/security/Guide_securedtrans.html
http://www.enterprisesurveys.org/
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FUNCTIONAL AREA 6: LABOUR LAW AND POLICY/TECHNICAL AND
VOCATIONAL EDUCATION AND TRAINING

Labour market and employment regulations contain
rules governing arrangements for individual contracts,
mechanisms for collective action, technical and voca-
tional education and training (TVET) policies. The chal-
lenges for governments are to balance labour flexibility
with worker protection, and to develop effective skills
policies, feeding into education, training and labour mar-
ket policy, to tackle skill imbalances and mismatches,
based on reliable information on market demand, and to
support decent jobs creation.

As highlighted in the Commission’s Communication on a
New Africa-Europe Alliance for Sustainable Investment
and Jobs (2018), Africa has the youngest population of
any region of the world, but its workforce is the least
skilled in the world. Enrolment in VET stands at only 6%
of total enrolment in secondary education in Africa. The
EU is Africa’s long-standing partner in the area of edu-
cation, including VET and entrepreneurial learning and
research and innovation; the EU is supporting numerous
initiatives in the region.

In many countries, VET is undervalued and the integra-
tion of effective VET strategies into wider employment
policies is still a work in progress. As VET does not create
employment, the close-involvement of the private sector
is necessary to ensure that training is in line with labour
market needs and opportunities. The best VET model
and type of skills training will depend on the country
context. Special attention should also be paid to the spe-
cific needs of girls and women and vulnerable groups.

Improving the framework conditions to support pol-
icy reforms in this area are workforce and productivity
related. They can relate to:

e Recruitment and retention of employees’ skills and
knowledge, in particular technical and vocational training

e Promote innovation, for instance through accessible
training, networking opportunities, equipments. The

implementation of ILO international conventions, fun-
damental workers’ rights, freedom of association and
unionisation

e Decent work and minimum wages

e QOccupational health and safety, preventing sexual
harassment and discrimination to women at work

In relation to reforms in the area of technical and voca-
tional training, many interventions can be envisaged,
such as: measures to increase the quantity and access
to TVET programmes by young people and women,
establish formal and recognised certifications, facili-
tate public-private partnerships in TVET programmes to
increase employability, or promote the participation of
the private sector in educational curricula, to mention
some examples.

The DB Labour Market Regulation studies the flexibility
of regulation of employment, specifically as it relates
to the areas of hiring, working hours and redundancy.
Doing Business also measures several aspects of job
quality such as the availability of maternity leave, paid
sick leave and the equal treatment of men and women
at the workplace. From an EU perspective, this frame-
work is considered insufficient since other elements
should be considered to assess whether labour mar-
ket policies and regulations are adequate for businesses
and investors to operate sustainably while respecting
workers’ and human rights — in particular the imple-
mentation of ILO conventions.

Given the political sensitivity of this indicator, it is no
longer ranked and does not count to a country’s overall
DB score since 2009.

The Doing Business 2018 report presents data on labour
market regulation which are based on a detailed ques-
tionnaire on employment regulations that is completed
by local lawyers and public officials®.

8 For more on Doing Business data collection on labour law regulation, see World Bank, Doing Business 2017, Annex: Labor Market

Regulation
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Supporting reforms of employment
services in Benin

Under the SOCIEUX+ Expert Facility, the Commis-
sion is providing technical assistance to support
the efforts of partner countries to better design
and manage sustainable strategies and policies
on employment, labour market and social pro-
tection. One example is the activity ‘Reform of
employment services and programs for the estab-
lishment of a one-stop-shop for employment
promotion’ in Benin, which supported the Minis-
try of Labour, Public Administration and Social
Affairs through capacity strengthening to imple-
ment strategic reforms under the National Plan
for the Promotion of Employment 2017-2025.
This project led to the development of a technical
monitoring tool for evaluation of policies imple-
mented, of tools for the operational management
of action plans, and of a Strategic Plan for the
implementation of integrated services to promote
employment.

VET Toolbox

A new VET Toolbox, offered jointly with Mem-
ber States, delivers, rapidly and on-demand, high
quality expertise and capacity building to public
and private stakeholders with a view to enhance
labour market intelligence, enhance the involve-
ment of the private sector in VET as well as to fos-
ter inclusion of women and of vulnerable groups
in VET programmes. https://www.vettoolbox.eu/

‘Business environment reform and labour productiv-
ity’, DCED, 2018. https://cdn.enterprise-development.
org/wp-content/uploads/BEWG_Policy-Brief_Labour-
productivity.pdf

ILO (2013) Decent Work Indicators; Concepts and
Definitions, ILO, Geneva. https://www.ilo.org/wcmsp5/
groups/public/---dgreports/---integration/documents/
publication/wcms_229374 pdf

World Bank: Research on Labor Market Regu-
lation. http://www.doingbusiness.org/research/
labor-market-regulation

UNESCO, Technical Vocational Education and
Training. https://unesdoc.unesco.org/ark:/48223/
pf0000222129

EU Reference document 24 on Vocational edu-
cation and training, inclusive growth and devel-
opment. https://europa.eu/capacity4dev/
public-employment-social-protection/documents/
reference-document-24-vocational-education-and-
training-inclusive-growth-development-7

Asian Development Bank: ‘Working conditions, work
outcomes, and policy in Asian developing countries’.
https://www.adb.org/publications/working-conditions-
outcomes-policy-asian-developing-countries

World Bank Enterprise Surveys (Workforce indicators).
http://www.enterprisesurveys.org/

EuropeAid website. https://ec.europa.eu/
europeAid/sectors/human-development/
skills-and-vocational-training-policy_en


https://www.vettoolbox.eu/
https://cdn.enterprise-development.org/wp-content/uploads/BEWG_Policy-Brief_Labour-productivity.pdf
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https://www.ilo.org/wcmsp5/groups/public/---dgreports/---integration/documents/publication/wcms_229374.pdf
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https://unesdoc.unesco.org/ark:/48223/pf0000222129
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https://europa.eu/capacity4dev/public-employment-social-protection/documents/reference-document-24-vocational-education-and-training-inclusive-growth-development-7
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https://www.adb.org/publications/working-conditions-outcomes-policy-asian-developing-countries
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FUNCTIONAL AREA 7: LAND AND PROPERTY RIGHTS

How a country exploits its real estate resource has a
huge impact on its economic and social development.
Insecure title to land prevents people from taking full
advantage of its productive uses, while a secure title
allows the use of property as collateral for a loan, as
well as providing a valuable insurance and savings tool.
Secure and stable regulatory frameworks for expropri-
ation and secure land tenure have a major impact to
encourage new investments and retain those that have
already established, in particular in fragile and conflict
affected states. Investors need to be confident with the
country system and to be recognized together with their
land rights.

Reforms to improve land administration, including the
land registration system and the surveying and mapping
system are often key BER priorities in developing coun-
tries, in particular in fragile and conflict affected states.

As discussed below in Section 4 (BER and Digitalisation),
automation and digitalisation of property titles is a crit-
ical reform, particularly in the 62 countries where as of
2015 property titles are kept only in paper format, with
no electronic back-up®. The regulation of construction
permits is a related area of BER involving local govern-
ment agencies and technical architectural and engineer-
ing safety standards as well as administrative efficiency.

e Assessing institutional frameworks and capacity of
land registry and technical assistance to address
shortcomings

e Automation and digitalisation of land registration and
surveying and mapping systems

e Increasing transparency of land administration sys-
tem, by making land-related information publicly
available and publishing all fees

e |mproving land dispute resolution, including through
state guarantee over property registration, capacity
building for professional agents and agency staff, and
support to courts

e Technical assistance to reform construction permitting

S World Bank Doing Business 2015, p.60

This indicator records the full sequence of procedures
necessary for a business (the buyer) to purchase a prop-
erty from another business (the seller) and to transfer
the property title to the buyer's name so that the buyer
can use the property for expanding its business, use the
property as collateral in taking new loans or, if necessary,
sell the property to another business. It also measures
the time and cost to complete each of these procedures
(Figure 2.7). Doing Business also measures the quality
of the land administration system in each economy. The
quality of land administration index has five dimensions:
reliability of infrastructure, transparency of information,
geographic coverage, land dispute resolution and equal
access to property rights.

Figure 2.7: DB Registering Property Indicator

Cost
(% of property
value) Buyer can use the

property, resell it or

use it as collateral
Land &

two-story
warehouse

Number of
procedures

Seller with
property
registered
and no title
disputes

Time
(days)

: Preregistration

Preregistration §

Registration

e World Bank Doing Business (Registering Property and
Dealing with Construction Permits Indicators). http://
www.doingbusiness.org/reports

e Secure property rights and development: Economic
growth and household welfare. Property rights evi-
dence paper (DFID April 2014). https://assets.
publishing.service.gov.uk/government/uploads/
system/uploads/attachment_data/file/304551/
Property-rights-evidence-paper.pdf


http://www.doingbusiness.org/reports
http://www.doingbusiness.org/reports
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/304551/Property-rights-evidence-paper.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/304551/Property-rights-evidence-paper.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/304551/Property-rights-evidence-paper.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/304551/Property-rights-evidence-paper.pdf
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Strengthening Access to Land and Property Rights for all Citizens of Bangladesh
(2012-0n going)

The EU have supported a programme to strengthen access to land and property rights in Bangladesh, especially
for the poorest part of the community, to assist the Ministry of Land to modernise the land records manage-
ment system in Bangladesh. Improved access to land and a greater security of tenure will lead to improved land
use and agricultural practises as landowners will be likely to invest more in their land to increase their income.

The project developed a National Land Policy and sub-policies covering, among others, land use planning and
zoning; management of Khas (public land), Char and Government lands; and establish an authoritative record of
ownership of land, where the project worked at the policy, legislative and institutional level to provide for a land
ownership registration system, capable of producing a Certificate if Land Ownership (CLO) and secondly, at the
Upazilla (country) level, to build an authoritative land record (ALR).

Pilot projects were conducted in urban, rural and coastal regions of Bangladesh, focusing on outlining a new
policy of creating a one-stop-shop for land management, including land records management; land develop-
ment tax; mutation (buying, selling or transferring land); Khas management (in general, the government man-
ages Khas land records and leases out for private use); vested property and abandoned property (people who
went to India between partition in 1947 and 1967 left their property behind in what is termed vested property,
hence the term abandoned property); rent certificate function which covers people who have not paid their land
development tax on time and action in the courts by the Lands Office.

Do no harm in land tenure and property rights — e ‘The impact of land property rights’ interventions on

designing and implementing conflict sensitive land
programs (CDA, 2013). https://www.cdacollaborative.
org/wp-content/uploads/2016/01/Do-No-Harm-In-
Land-Tenure-and-Property-Rights-Designing-and-
Implementing-Conflict-Sensitive-Land-Programs.pdf

Burns, T, Grant, C, Nettle, K., Brits, A, and Dalrym-
ple, K. (2006) Land Administration Reform; Indicators
of Success, Future Challenges, Land Equity Interna-
tional, Wollongonag.

‘Land sector reforms in Ghana, Kenya and Vietnam:
A comparative analysis of their effectiveness. Peter
Nath et al,, 2016, MDPI. (www.mdpi.org)

investment and agricultural productivity in developing
countries: A systematic review, Steven Lawry et al,
2014. https://www?2.cifor.org/forestsasia/wp-content/
uploads/2014/02/Lawry_Land_Property_Rights_
Review.pdf

Studies on registering property compiled by the WB
DB initiative. www.doingbusiness.org/en/research/
registering-property


https://www.cdacollaborative.org/wp-content/uploads/2016/01/Do-No-Harm-In-Land-Tenure-and-Property-Rights-Designing-and-Implementing-Conflict-Sensitive-Land-Programs.pdf
https://www.cdacollaborative.org/wp-content/uploads/2016/01/Do-No-Harm-In-Land-Tenure-and-Property-Rights-Designing-and-Implementing-Conflict-Sensitive-Land-Programs.pdf
https://www.cdacollaborative.org/wp-content/uploads/2016/01/Do-No-Harm-In-Land-Tenure-and-Property-Rights-Designing-and-Implementing-Conflict-Sensitive-Land-Programs.pdf
https://www.cdacollaborative.org/wp-content/uploads/2016/01/Do-No-Harm-In-Land-Tenure-and-Property-Rights-Designing-and-Implementing-Conflict-Sensitive-Land-Programs.pdf
http://www.mdpi.org
https://www2.cifor.org/forestsasia/wp-content/uploads/2014/02/Lawry_Land_Property_Rights_Review.pdf
https://www2.cifor.org/forestsasia/wp-content/uploads/2014/02/Lawry_Land_Property_Rights_Review.pdf
https://www2.cifor.org/forestsasia/wp-content/uploads/2014/02/Lawry_Land_Property_Rights_Review.pdf
http://www.doingbusiness.org/en/research/registering-property
http://www.doingbusiness.org/en/research/registering-property
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FUNCTIONAL AREA 8: COMMERCIAL DISPUTE RESOLUTION

Difficulties in enforcing contracts and obtaining com-
mercial justice, the cost or insufficient number of judges
and staff are constraints to formal justice systems. A
legal framework and judicial system that provide effec-
tive access to commercial courts is crucial for both local
actors and foreign investors. Alternative commercial dis-
pute resolution mechanisms, in particular mediation, can
substantially reduce caseload burdens, improve clear-
ance rates and raise efficiency in the administration of
justice.

In Sub-Saharan Africa difficulties enforcing contracts
and obtaining commercial justice are often cited as rea-
sons for low domestic and international investment.
Most judiciaries in SSA lack independence, use outdated
administrative systems and suffer from allegations of
corruption at multiple levels. Most MSMEs in SSAs can-
not access the formal justice system because of the cost
and insufficient number of judges and staff.

These challenges are especially prevalent in fragile and
conflict-affected states and interventions to strengthen
judicial institutions in such countries are considered crit-
ical, if only to start the process of establishing faith in a
justice system that may have ceased functioning.

e Court Structure and Proceedings: Specialised com-
mercial court or division, small claims courts or
simplified procedures for small claims, pre-trial
attachment, case assignment.

e (Case Management: Reform of regulations setting
time limits for court proceedings, adjournments and
continuances; establishment of performance man-
agement systems; electronic case management
systems.

e Court Automation: E-filing, process serving, e-pay-
ment of court fees, publication of judgments.

e Alternative Dispute Resolution (ADR): Development
and regulation of arbitration, development and regu-
lation of voluntary mediation/conciliation.

e (apacity Building: Training and other support to
judges, court administrative staff, legal profession,
notaries and enforcement professionals.

e Judiciary Independence, Judicial

Anti-Corruption

Discipline /

e Enforcement of Judgments: Capacity building for
judges and enforcement professionals (e.g. bailiffs),
developing better incentives for enforcement.

The Enforcing Contracts indicator measures the time
and cost for resolving a hypothetical commercial dispute
through a local first-instance court, as well as quality
of the applicable legal and regulatory frameworks. The
indicator was significantly revised in 2016 to incorpo-
rate the element of reqgulatory quality, by incorporating
the Quality of Judicial Processes Index (QJPI). The hypo-
thetical case is a contract dispute involving a contract
for the sale of custom-made office furniture. The buyer
refuses to pay for the furniture, alleging the goods are
not of sufficient quality, and the seller sues to recover
the contract amount in court and the case is fully liti-
gated through enforcement; the judgment is favour of
the seller.

The indicator has three components (each of which is
weighted at 33.3%):

e Time (in days) from the moment the lawsuit is filed
to actual enforcement of the judgment and payment.

e (ost of the proceedings, including attorney fees, court
costs and enforcement costs

e Quality of the judicial processes (evaluated on the
basis of the QJPI above)



Supporting the Development of
Mediation for Commercial Disputes
in Morocco: The Example of USAID
Improving the Business Climate in
Morocco Program (IBCM)

Supporting the Development of Mediation for
Commercial Disputes in Morocco: The Example of
USAID Improving the Business Climate in Morocco
Program (IBCM).

ADR techniques such as voluntary mediation can
help litigants resolve business disputes more rap-
idly. By involving the parties in finding a solution
rather than choosing winners and losers, media-
tion can help preserve business relations. IBCM
successfully took a three-pronged approach in
Morocco:

e Increase the supply of mediation services, by
training mediators and supporting ADR centres

e Foster demand for mediation through out-
reach to the business community, lawyers and
judges (the latter two groups often see ADR as
a threat, at least early on in the development
of ADR)

e Support appropriate and limited regulation of
mediation, including issues such as confidenti-
ality, mediator qualification and/or mandatory
ADR provisions for certain cases.

Supporting commercial dispute
resolution mechanisms in Congo
Brazzaville

In the Republic of Congo, enforcing contracts
remains a critical issue for both domestic and
international investors. The Commission is work-
ing, through a partnership with the Pointe Noire
Chamber of Commerce (Project of Commercial
and Entrepreneurial Capacities Strengthening),
to reinforce the business and commercial capac-
ities by creating a centre of mediation and arbi-
tration on dispute resolutions. This initiative aims
to further support commercial practices and to
guarantee an easy and fair access to justice that
respects the rule of law in case of commercial
conflicts.
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ICF Support to Commercial Justice
and ADR in Rwanda

The Investment Climate Facility for Africa (ICF)
support through the Rwanda Investment Cli-
mate Programme helped establish a Commer-
cial High Court in Kigali and 3 commercial courts
in different provinces. This helped clear a backlog
of 3,300 commercial cases, freeing up an esti-
mated USD 20 million that had been locked up
in litigation.

Further reforms through the Rwanda Commercial
Justice programme helped streamline business
processes within the judiciary, training judges
in commercial law, establishing court report-
ers and developing bench books. The ICF also
helped finance the Kigali International Arbitra-
tion Centre (HIAC), which is an independent body
spearheaded by the private sector. Over 390 pro-
fessionals were trained, and as of 2016, 28 cases
were arbitrated through HIAC, including cases
involving international parties.

Alternative dispute resolution for businesses in
developing countries, GSDRC 2014. https://gsdrc.
org/publications/alternative-dispute-resolution-for-
businesses-in-developing-countries/

World Bank, ‘Commercial Court & Enforcement
Assessment Tool' (Heike Gramckow and Omniah
Ebeid, 2016). https://openknowledge.worldbank.org/
bitstream/handle/10986/24018/CommercialOcou0m
entOassessmentOtool.pdf;sequence=1

World Bank, ‘Quality of Judicial Process Indi-
cators (QJPI) (Heike Gramckow, Omniah Ebeid,
2016). http://documents.worldbank.org/curated/
en/465991473859097902/pdf/108234-WP-
GoodPracticesforCourtsReport-PUBLIC-ABSTRACT-
EMAILED.pdf

World Bank Doing Business (Enforcing Contracts Indi-
cator). http://www.doingbusiness.org/reports.

World Bank, ‘Alternative Dispute Resolution Guide-
lines. http://siteresources.worldbank.org/INTECA/
Resources/15322_ADRG_Web.pdf


https://gsdrc.org/publications/alternative-dispute-resolution-for-businesses-in-developing-countries/
https://gsdrc.org/publications/alternative-dispute-resolution-for-businesses-in-developing-countries/
https://gsdrc.org/publications/alternative-dispute-resolution-for-businesses-in-developing-countries/
https://openknowledge.worldbank.org/bitstream/handle/10986/24018/Commercial0cou0ment0assessment0tool.pdf;sequence=1
https://openknowledge.worldbank.org/bitstream/handle/10986/24018/Commercial0cou0ment0assessment0tool.pdf;sequence=1
https://openknowledge.worldbank.org/bitstream/handle/10986/24018/Commercial0cou0ment0assessment0tool.pdf;sequence=1
http://documents.worldbank.org/curated/en/465991473859097902/pdf/108234-WP-GoodPracticesforCourtsReport-PUBLIC-ABSTRACT-EMAILED.pdf
http://documents.worldbank.org/curated/en/465991473859097902/pdf/108234-WP-GoodPracticesforCourtsReport-PUBLIC-ABSTRACT-EMAILED.pdf
http://documents.worldbank.org/curated/en/465991473859097902/pdf/108234-WP-GoodPracticesforCourtsReport-PUBLIC-ABSTRACT-EMAILED.pdf
http://documents.worldbank.org/curated/en/465991473859097902/pdf/108234-WP-GoodPracticesforCourtsReport-PUBLIC-ABSTRACT-EMAILED.pdf
http://www.doingbusiness.org/reports
http://siteresources.worldbank.org/INTECA/Resources/15322_ADRG_Web.pdf
http://siteresources.worldbank.org/INTECA/Resources/15322_ADRG_Web.pdf
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Lukasz Rozdeiczer and Alejandro Alvarez de la Campa,
Alternative Dispute Resolution Manual: Implementing
Commercial Mediation (IFC 2006). http://documents.
worldbank.org/curated/en/922161468339057329/
pdf/384810ADR1ManulllMediation01PUBLICI.pdf

Linn Hammergren, Justice Reform and Develop-
ment: Rethinking donor assistance to developing and
transition countries (Routledge 2014). https://www.
routledge.com/Justice-Reform-and-Development-
Rethinking-Donor-Assistance-to-Developing/
Hammergren/p/book/9780415739924

Guide to Rule of Law Country Analysis: The Rule of
Law Strategic Framework (USAID 2010). https://pdf.
usaid.gov/pdf_docs/Pnadm700.pdf

World Bank / Alternative Dispute Resolution Center
Manual: A Guide for Practitioners on Establishing
and Managing ADR Centers (2010). http://documents.
worldbank.org/curated/en/906371468169461301/
pdf/782230WPO0AlterOBox0377330BO0PUBLICO.pdf

World Bank, Africa Regional Justice Note: A Review
and Lessons Learned (2010). https://openknowledge.
worldbank.org/bitstream/handle/10986/2936/

579860ESWOP1121sticeOpub09114110web.
pdf?sequence=1&isAllowed=y

Barry Walsh, ‘In Search of Success: Case Studies in
Justice Sector Development in Sub-Saharan Africa
(2010). http://documents.worldbank.org/curated/
en/291991468009961030/pdf/574450ESWOP1121
nOAfrica010June02010.pdf

World Bank Creditor Rights and Insolvency ROSC
Assessment Methodology. http://www.worldbank.org/
en/programs/rosc

World Bank Principles for Effective Insolvency and
Creditor/Debitor regimes (2016). http://pubdocs.
worldbank.org/en/919511468425523509/
ICR-Principles-Insolvency-Creditor-Debtor-
Regimes-2016.pdf

United Nations Commission on International Trade
Law (UNCITRAL), Legislative Guide on Insolvency Law
(2005) https://www.uncitral.org/pdf/english/texts/
insolven/05-80722_Ebook.pdf


http://documents.worldbank.org/curated/en/922161468339057329/pdf/384810ADR1Manu1l1Mediation01PUBLIC1.pdf
http://documents.worldbank.org/curated/en/922161468339057329/pdf/384810ADR1Manu1l1Mediation01PUBLIC1.pdf
http://documents.worldbank.org/curated/en/922161468339057329/pdf/384810ADR1Manu1l1Mediation01PUBLIC1.pdf
https://www.routledge.com/Justice-Reform-and-Development-Rethinking-Donor-Assistance-to-Developing/Hammergren/p/book/9780415739924
https://www.routledge.com/Justice-Reform-and-Development-Rethinking-Donor-Assistance-to-Developing/Hammergren/p/book/9780415739924
https://www.routledge.com/Justice-Reform-and-Development-Rethinking-Donor-Assistance-to-Developing/Hammergren/p/book/9780415739924
https://www.routledge.com/Justice-Reform-and-Development-Rethinking-Donor-Assistance-to-Developing/Hammergren/p/book/9780415739924
https://pdf.usaid.gov/pdf_docs/Pnadm700.pdf
https://pdf.usaid.gov/pdf_docs/Pnadm700.pdf
http://documents.worldbank.org/curated/en/906371468169461301/pdf/782230WP0Alter0Box0377330B00PUBLIC0.pdf
http://documents.worldbank.org/curated/en/906371468169461301/pdf/782230WP0Alter0Box0377330B00PUBLIC0.pdf
http://documents.worldbank.org/curated/en/906371468169461301/pdf/782230WP0Alter0Box0377330B00PUBLIC0.pdf
https://openknowledge.worldbank.org/bitstream/handle/10986/2936/579860ESW0P1121stice0pub09114110web.pdf?sequence=1&isAllowed=y
https://openknowledge.worldbank.org/bitstream/handle/10986/2936/579860ESW0P1121stice0pub09114110web.pdf?sequence=1&isAllowed=y
https://openknowledge.worldbank.org/bitstream/handle/10986/2936/579860ESW0P1121stice0pub09114110web.pdf?sequence=1&isAllowed=y
https://openknowledge.worldbank.org/bitstream/handle/10986/2936/579860ESW0P1121stice0pub09114110web.pdf?sequence=1&isAllowed=y
http://documents.worldbank.org/curated/en/291991468009961030/pdf/574450ESW0P1121n0Africa010June02010.pdf
http://documents.worldbank.org/curated/en/291991468009961030/pdf/574450ESW0P1121n0Africa010June02010.pdf
http://documents.worldbank.org/curated/en/291991468009961030/pdf/574450ESW0P1121n0Africa010June02010.pdf
http://www.worldbank.org/en/programs/rosc
http://www.worldbank.org/en/programs/rosc
http://pubdocs.worldbank.org/en/919511468425523509/ICR-Principles-Insolvency-Creditor-Debtor-Regimes-2016.pdf
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http://pubdocs.worldbank.org/en/919511468425523509/ICR-Principles-Insolvency-Creditor-Debtor-Regimes-2016.pdf
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https://www.uncitral.org/pdf/english/texts/insolven/05-80722_Ebook.pdf
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FUNCTIONAL AREA 9: INFRASTRUCTURE POLICY AND REGULATION

Sustainable infrastructure policy and regulation (com-
prising transport, urban development, water and sani-
tation, energy, and information and communication
technology) is an important driver of the business envi-
ronment that complements other support to sustainable
infrastructure development and finance.

Governance of infrastructure needs improvements
through developing legal and regulatory frameworks
and building institutional capacities. Governments also
have a key role to play in strengthening the enabling
environment for low-carbon, climate-resilient energy
and infrastructure investments.

For example, there is enormous scope for infrastruc-
ture policy and institutional reform technical assistance,
including identifying enabling environment bottlenecks
in capital markets, revising and developing regulatory
frameworks, such as public-private partnerships (PPPs).
In relation to PPPs, it is worth mentioning that in recent
years numerous discussions around PPPs have taken
place, both at the EU and international levels. It has been
acknowledged that PPPs can be useful catalysts for pri-
vate investment but that they have not always put pub-
lic interest at the forefront, calling for more thorough
due diligence to ensure they contribute to SDGs*°.

Infrastructure policy and regulation can be analysed
both as functional area of BER and as on the basis of
the regulation specific sectors/industries, sub-sectors
and value-chains.

e For infrastructure financing: PPP regulatory and insti-
tutional frameworks; Capital markets framework for
long-term finance, financial innovations and regula-
tions to mobilize institutional investors; Banking sec-
tor policies and prudential regulations

e Set up and functioning of Regulatory Authorities

e |nvestment and fiscal incentives for developing, main-
taining and operating infrastructure facilities

Figure 2.8: Dealing with construction permits: efficiency

and quality of building regulation
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This Doing Business indicator records all procedures
required for a business in the construction industry to
build a warehouse along with the time and cost to com-
plete each procedure. In addition, Doing Business meas-
ures the building quality control index, evaluating the
quality of building regulations, the strength of quality
control and safety mechanisms, liability and insurance
regimes, and professional certification requirements.
Information is collected through a questionnaire admin-
istered to experts in construction licensing, including
architects, civil engineers, construction lawyers, con-
struction firms, utility service providers and public offi-
cials who deal with building regulations, including
approvals, permit issuance and inspections.

10 The United Nations has recently coordinated a ‘People-First Public-Private Partnerships’ initiative and adopted basic principles
and recommendations related to PPPs. At the EU level, the EU Court of Auditors published a report of PPPs in Europe and the
European Parliament adopted a Resolution. See tools and references of this chapter
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Reduction of overweight of trucks in
West Africa

For several years the EU has been supporting
the West African Economic and Monetary Union
(UEMOA) authorities to reduce the overweight of
trucks capacity in order to improve road main-
tenance and related costs. Regulation 14 of
UEMOA was approved in 2005 and established
the basis for an improved control of trucks’ over-
weight, with measures to be taken by UEMOA
governments, Ghana and Guinea (countries inter-
ested in summing up to this initiative). However
the regulation was not implemented until 2017
that an action plan was agreed and control posts
are operational in the different countries. Since,
improvements have been observed, such as the
reduction from 20% to 10% of extreme over-
weight of trucks in the region. This has an impor-
tant impact on the duration of the roads.

E-mobility in Argentina

With the support of EUROCLIMA+ and together
with UN Environment, several norms, policies,
bills, standards and guidelines have been devel-
oped on e-mobility in Latin American countries.
For instance in Argentina, support to develop an
electric mobility bill was provided. Regulations,
fiscal and non-fiscal incentives to promote clean
and efficient light vehicles as well as measures to
reduce fuel consumption by heavy vehicles.

OECD, Getting infrastructure right (2016). www.oecd.
org/gov/getting-infrastructure-right.pdf

OECD, Towards a framework for the govern-
ance of infrastructure (2015). https://www.oecd.
org/gov/budgeting/Towards-a-Framework-for-the-
Governance-of-Infrastructure. pdf

World Bank, Handbook for evaluating infra-
structure  regulatory systems, (2006). http:/
siteresources.worldbank.org/EXTENERGY/
Resources/336805-1156971270190/HandbookForE
valuatingInfrastructureRegulation062706.pdf

OECD, Public-Private Partnerships in the Middle East
and North Africa: A Handbook for Policy Makers
(2014). https://www.oecd.org/mena/competitiveness/
PPP%20Handbook_EN_with_covers.pdf

World Bank, The State of PPPs: Infrastructure Pub-
lic-Private Partnerships in Emerging Markets & Devel-
oping Countries 1991-2015 (June 2016). https://
library.pppknowledgelab.org/PPIAF/documents/3551

World Bank, PPP in Infrastructure Resource Center
for Contracts, Laws and Regulations. https://ppp.
worldbank.org/public-private-partnership

World Bank, ‘Transformation through Infrastructure:
World Bank Infrastructure Strategy Update FY 2012-
2015.  http://siteresources.worldbank.org/INTINFRA/
Resources/Transformationthroughinfrastructure pdf

PPIAF Infrastructure Regulation in Developing
countries  (2007). https://www.gsb.uct.ac.za/files/
hybridMIRpaper.pdf

PPIAF, ‘The state of infrastructure public-private part-
nerships in countries affected by fragility, conflict
or weak institutions’, WBG and PPIAF, 2018. https:/
cdn.gihub.org/umbraco/media/2428/pppsinfcv2018_
print.pdf

United Nations ‘People-First Public Private Partner-
ships’ quiding principles and related documents.
http://www.unece.org/ppp/standards.html

European Parliament Resolution ‘ External impact of
EU trade and investment policy on public-private initi-
atives. https://eur-lex.europa.eu/legal-content/EN/TXT/
PDF/?uri=CELEX:52017IP0330

European Court of Auditors, ‘Public-Private Partner-
ships in the EU. widespread shortcomings and lim-
ited benefits’. https://www.eca.europa.eu/en/Pages/
Docltem.aspx?did=45153


http://www.oecd.org/gov/getting-infrastructure-right.pdf
http://www.oecd.org/gov/getting-infrastructure-right.pdf
https://www.oecd.org/gov/budgeting/Towards-a-Framework-for-the-Governance-of-Infrastructure.pdf
https://www.oecd.org/gov/budgeting/Towards-a-Framework-for-the-Governance-of-Infrastructure.pdf
https://www.oecd.org/gov/budgeting/Towards-a-Framework-for-the-Governance-of-Infrastructure.pdf
http://siteresources.worldbank.org/EXTENERGY/Resources/336805-1156971270190/HandbookForEvaluatingInfrastructureRegulation062706.pdf
http://siteresources.worldbank.org/EXTENERGY/Resources/336805-1156971270190/HandbookForEvaluatingInfrastructureRegulation062706.pdf
http://siteresources.worldbank.org/EXTENERGY/Resources/336805-1156971270190/HandbookForEvaluatingInfrastructureRegulation062706.pdf
http://siteresources.worldbank.org/EXTENERGY/Resources/336805-1156971270190/HandbookForEvaluatingInfrastructureRegulation062706.pdf
https://www.oecd.org/mena/competitiveness/PPP%20Handbook_EN_with_covers.pdf
https://www.oecd.org/mena/competitiveness/PPP%20Handbook_EN_with_covers.pdf
https://library.pppknowledgelab.org/PPIAF/documents/3551
https://library.pppknowledgelab.org/PPIAF/documents/3551
https://ppp.worldbank.org/public-private-partnership
https://ppp.worldbank.org/public-private-partnership
http://siteresources.worldbank.org/INTINFRA/Resources/Transformationthroughinfrastructure.pdf
http://siteresources.worldbank.org/INTINFRA/Resources/Transformationthroughinfrastructure.pdf
https://www.gsb.uct.ac.za/files/hybridMIRpaper.pdf
https://www.gsb.uct.ac.za/files/hybridMIRpaper.pdf
https://cdn.gihub.org/umbraco/media/2428/pppsinfcv2018_print.pdf
https://cdn.gihub.org/umbraco/media/2428/pppsinfcv2018_print.pdf
https://cdn.gihub.org/umbraco/media/2428/pppsinfcv2018_print.pdf
http://www.unece.org/ppp/standards.html
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52017IP0330
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52017IP0330
https://www.eca.europa.eu/en/Pages/DocItem.aspx?did=45153
https://www.eca.europa.eu/en/Pages/DocItem.aspx?did=45153
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FUNCTIONAL AREA 10: ENERGY POLICY AND REGULATION

National energy policies and regulations facilitating
investments in renewable energy and enabling efficiency
are essential and need to be transparent and fully inte-
grated across other sectors, incorporating infrastructure
needs or synergies with energy efficiency and security.
They should also address challenges such as the con-
tinued subsidies for fossil fuels. Measures should focus
not only on electricity generation, but also on industry
and productive uses, buildings, heating and cooling and
transport sectors.

Access to energy is fundamental to human and eco-
nomic development and poverty reduction, and for
achieving the overall 2030 Agenda and the Sustaina-
ble Development Goals (SDGs), including poverty eradi-
cation, food security, clean water and sanitation, health,
education, prosperity, jobs creation, and the empower-
ment of youth and women. A shift toward sustainable
energy solutions is also essential to the achievement of
the UN Paris Agreement on Climate Change.

Ensuring access to affordable, reliable, sustainable and
modern energy for all is one of the SDGs for 2030, SDG7.
To achieve SDG7 by 2030, US$1 to 1.2 trillion per year
until 2030 will be needed'?, particularly in Sub-Saharan
Africa where about 600 million people live without elec-
tricity. Energy is at the top of the global development
agenda and it is reflected in the European Consensus on
Development!2. The Staff Working Document ‘Empow-
ering Development*explains how energy cooperation
contributes to the implementation of the new European
Consensus on Development in particular in key themes
such increasing access to affordable energy, growth and
job creation, band Planet tackling climate change and
addressing environmental degradation.

BER tools and resources can relate to the various subsec-
tors (e.g. energy access, energy conservation and renew-
able energy policy) and specific value chains or market
systems (e.g. mini-grid systems, solar PV lanterns, clean
cooking fuel and stoves) in the energy sector.

11 2018 HLPF Review of SDG7 implementation

The one World Bank Doing Business indicator that relates
to the energy sector, the ‘Getting Electricity’ indicator, is
presented below.

Doing Business Getting Electricity records all procedures
required for a business to obtain a permanent electric-
ity connection and supply for a standardized warehouse
(Figure 2.9). These procedures include applications and
contracts with electricity utilities, all necessary inspec-
tions and clearances from the distribution utility and
other agencies, and the external and final connection
works. The questionnaire divides the process of getting
an electricity connection into distinct procedures and
solicits data for calculating the time and cost to com-
plete each procedure. Data are collected from the elec-
tricity distribution utility, then completed and verified by
electricity regulatory agencies and independent profes-
sionals such as electrical engineers, electrical contractors

Figure 2.9: Calculating DB Getting Electricity Indicator

RANKINGS ARE BASED ON DISTANCE TO
FRONTIER SCORES FOR FOUR INDICATIONS

Cost to obtain a
connection, as % of
income per capita

/

Days to obtain an
electricity correction

AN

25%

25%
Reliability of
supply and
transparency

of tariffs

Power outages and
regulatory mechanisms
in place to monitor and
reduce them transpar-
ency of tariffs

Procedures

/

Steps to file a connection
application, prepare a design,
complete works, obtain
approvals, go through inspec-
tions, install a meter and sign
a supply contract

12 https://ec.europa.eu/europeAid/sites/devco/files/european-consensus-on-development-final-20170626_en.pdf
13 https://ec.europa.eu/europeAid/sites/devco/files/staff-working-document-energy-20180222_en.pdf


https://ec.europa.eu/europeaid/sites/devco/files/european-consensus-on-development-final-20170626_en.pdf
https://ec.europa.eu/europeaid/sites/devco/files/staff-working-document-energy-20180222_en.pdf

and construction companies. In addition, in Doing Busi-

Nigerian Energy Support Programme Il (NESP)

Nigeria continues to suffer from a chronic shortage of electricity. With an estimated 190 million inhabitants,
around 55 per cent of the population and up to 75 per cent in rural areas have no access to grid-connected
electricity. Additionally, unavailability of electricity hinders industrial production, and thus economic growth. The
programme, implemented by the GIZ with contributions from BMZ and the EU, from 2017 to 2021, builds on a
previous phase. It implements a multilevel approach by combining advisory on energy policy/economy and tech-
nical knowledge for a wide range of stakeholders. It focuses on the following subjects: (1) Data Management &
Electrification Planning; (2) Sustainable Energy Access: The programme works in the areas of on-grid and off-
grid access to RE; (3) Regulatory matters to enhance the attractiveness for private investment into grid con-
nected solar energy, as well as to establish a fully functional market for ancillary services. In the area of off-grid,
the programme supports the Rural Electrification Agency and State Governments in public-private mechanisms
to scale off-grid distributed energy solutions to 100,000 people; (4) Enabling Environment for Renewable Energy
and Energy Efficiency Investments: This programme component combines activities on EE in industries, EE in
buildings and on further enabling the environment for investments into RE and EE. The programme supports
the enforcement of already developed energy efficiency standards, as well as the development of new RE/EE
standards. Training courses on energy efficiency for selected professionals of partner institutions will continue
to enhance the capacities of the power sector. The programme also contributes to the strengthening and imple-
mentation of support mechanisms to increase access to finance and promote investments in the energy sector.

e PPP legal resource center of the World Bank, includes

ness 2016 the indicator added two new measures: the
reliability of supply and transparency of tariffs index and
the price of electricity.

e Support to electricity/energy Regulatory Authority/ies
in relation to energy access, conservation or renew-
able energy policies and regulations; for instance,
legal framework of energy efficiency in the construc-
tion sector, or the promotion of solar energy for rural
electrification

e Legal and reqgulatory framework, standards and
norms, to promote non electrical energies, namely
bio-energy

e Economic and financial regulation of the sector, tar-
iffs, contracts

e Regulatory framework to promote

e Sustainable energy handbook. https://europa.
eu/capacity4dev/public-energy/minisite/
sustainable-energy-handbook

references related to Energy law and regulation, Gen-
eral materials, Sample laws and regulations, Small
grid and off grid, Connected renewable genera-
tors, and other useful links. https://ppp.worldbank.
org/public-private-partnership/sector/energy/
laws-regulations

European Union Energy Initiative (EUEI), ‘The ACP-EU
Energy Facility: Improving Access to Energy Services
for the Poor in Rural and Peri-Urban Areas. https://
www.gogla.org/acp-eu-energy-facility

Sustainable Energy for All (SE4ALL). https://www.
seforall.org/

UNECE, PPP Standard for Renewable Energy. https://
www.unece.org/ppp/standards.html


https://europa.eu/capacity4dev/public-energy/minisite/sustainable-energy-handbook
https://europa.eu/capacity4dev/public-energy/minisite/sustainable-energy-handbook
https://europa.eu/capacity4dev/public-energy/minisite/sustainable-energy-handbook
https://ppp.worldbank.org/public-private-partnership/sector/energy/laws-regulations
https://ppp.worldbank.org/public-private-partnership/sector/energy/laws-regulations
https://ppp.worldbank.org/public-private-partnership/sector/energy/laws-regulations
https://www.gogla.org/acp-eu-energy-facility
https://www.gogla.org/acp-eu-energy-facility
https://www.seforall.org/
https://www.seforall.org/
https://www.unece.org/ppp/standards.html
https://www.unece.org/ppp/standards.html
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SECTORAL BER

The overview of BER functional areas, tools and resources
provided above in Section 2 largely addresses ‘horizon-
tal’ reforms that affect all businesses in an economy
and are designed to improve the business environment
and the broader investment climate in the economy as a
whole. For example, reforms to streamline business reg-
istration or improve commercial dispute resolution apply
to all formal sector businesses in a country. Such hori-
zontal reforms are critical and often a necessary first
step in improving the business environment. Horizontal
reforms are often supported by ‘stand-alone’ BER tech-
nical assistance programmes and projects that target
broad improvements in the business environment in the
partner country.

‘Vertical’ private sector development initiatives focus on
a specific sector, industry or sub-sector. Per the DCDE,
sector-specific BER ‘seeks to address policy, legal, and
requlatory requirements that unnecessarily raise the
cost of doing business, increase risks or reduce com-
petition within specific sector or industry categories’.
This allows for a deeper analysis within those sectors or
industries that are most strategic for national develop-
ment or inclusive, pro-poor economic growth.

Sector-specific BER technical assistance can be either
part of a BER initiative, or a component or part of a
broader PSD initiative—for example a programme pro-
viding direct support to improve the competitiveness
of firms in a particular sector or sub-sector, which also
includes targeted legal and regulatory reforms. Sec-
tor-specific BER may also be part of broader economic
growth programming or other areas of EU support such
as food and agriculture, infrastructure or energy. As
such they are not necessarily labelled as BER by donor
agencies. Horizontal and vertical business environment
reforms are highly complementary, since constraints
to firms in a sub-sector may exist both at the broad
national level and within legal and regulatory frame-
works applicable to that sub-sector.

Sector-specific BER is also complementary to, but should
not be confused with, industrial policy support. Industrial

policy (IP) refers to government interventions aimed at
steering the structure of production and related ecosys-
tem needs towards areas that are expected to offer bet-
ter prospects for economic growth. While BER aims to
reduce business costs and risks, promote competition,
business entry and positive social and environmental
externalities, IP directly supports the transformation of
the economy.

However, the division line between BER and IP becomes
often difficult to define in countries where the industrial
policy has little substance. Moreover, BER must system-
atically consider real long-term sustainable growth.

Likewise, there is some overlap between sector-specific
BER and quality infrastructure (Ql), which refers to the
policy and institutional framework that governments
establish to provide evidence that products and services
meet the requirements set by regulatory authorities and
the market place. QI consists of a number of institutions
and service providers, and can only function properly
when all of these are in place. The foundational parts
of Ql are standardisation, metrology and accreditation.
The overall QI framework sets out a way of standardis-
ing, measuring and certifying products and services pro-
duced by a country?. As set out in the text box below,
Ql standards can be addressed at the national or the
regional level.

Policy Frameworks and Reform

The national policy framework for the sector is critical
as it provides a guide for reforms and for the coordina-
tion of the various stakeholders; unfortunately, in many
developing countries the such policy frameworks do not
always provide the integrated, coherent and well-coor-
dinated responses to the multi-dimensional needs of the
private sector. Likewise, the real-world implementation
of national policies and strategies in partners countries
is often lacking, due to factors such as limited govern-
ment capacity, lack of political will and vested interests
opposed to change. In many sectors the government is

! Donor Committee for Enterprise Development (DCDE), Business Environment Working Group, Supporting Sector-Focused Business

Environment Reform in Developing Countries (December 2015).

2 DCED, Supporting Business Environment Reforms: Practical Guidance for Development Agencies, Annex: Supporting Quality
Infrastructure in Developing and Transitional Countries (August 2014)



PRACAMS Program: Support to the
Development of Regional Quality
Infrastructure Framework in Central
America.

The EU-funded Programa de Apoyo a la Creacién
de un Sistema Regional de Calidad y la Aplicacién
de Medidas Sanitarias y Fitosanitarias en Cen-
troamérica (PRACAMS) was implemented by the
Secretariat for Central American Economic Inte-
gration (SIECA). Working both at the regional level
and in Costa Rica, El Salvador, Guatemala, Hon-
duras and Panama, the programme promoted
the development of the regional quality infra-
structure regulatory system, regional metrol-
ogy network and the organisations involved in
certification. Capacity-building targeted govern-
ment entities, service providers and MSMEs. The
PRACAMS team facilitated extensive public-pri-
vate dialogue with all stakeholders at both the
national and regional levels, which informed both
technical assistance and training.

also market actor, either through state-owned enter-
prises or through government procurement.

Legal and Regulatory Reform

A critical component of most BER interventions is legal
and regulatory reform. Key issues include lack of coher-
ence across national and sub-national laws and regula-
tions, lack of conformity with regional frameworks, and
lack of clarity in processes and procedures. While pub-
lic-private dialogue is taking place in most countries,
more dialogue and input is often needed to address
legal and regulatory gaps, including enforcement. It is
for this reason that initiatives such as the Sustainable
Business for Africa (SB4A) platform under the EIP have
been set up to promote public-private dialogue. The Afri-
ca-EU Alliance introduces Sector Task Forces to provide
expertise, advice and recommendations in agriculture,
digital economy, energy and transport areas.

Regulatory Authorities

Industry regulation and the role of regulatory author-
ities is critical across sectors, and regulators in most
partner countries are under-staffed and under-re-
sourced, lack the required skills and are not sufficiently
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autonomous. The role of standards and quality assur-
ance is pronounced with sector-specific reforms, and in
many countries the institutions responsible for monitor-
ing standards, testing and enforcement do not have the
necessary capacity.

While supporting Regulatory Authorities with capacity
building, the sustainability of standards and certification
bodies should be addressed. Where relevant, the ques-
tion may arise of opening up for competition and private
certified quality control bodies.

Tools and Resources on sector-specific BER
common issues

e Simon White,
ness Environment Reform in Developing Coun-
tries (DCED, December 2015). This guide provides
an overview of sector-specific BER and an analy-

Supporting Sector-Focused Busi-

sis of BER issues in a number of specific industries.
The guide presents specific lessons learned from
initiatives supporting these sectors. https://www.
enterprise-development.org/wp-content/uploads/
DCEDBEWGSectorBERReport2015.pdf

e USAID Microlinks website. https://www.microlinks.org

e European Commission, Sector Indicator Guidance.
http://indicators.developmentresults.eu/

e European Commission, EU Results Framework
(2018). http://ec.europa.eu/transparency/regdoc/
rep/10102/2018/EN/SWD-2018-444-F1-EN-MAIN-

PART-1.PDF

Agriculture and global food systems play a central role
in eliminating poverty and boosting shared prosper-
ity. Ending poverty will not be possible without raising
the incomes of the rural poor and ending global hun-
ger. What's more, one-third of the world’s workforce is
engaged in the agricultural sector and two-thirds of the
global poor work in agriculture.

The EU is committed to develop sustainable agricul-
tural value chains in partner countries which benefit the
poor by taking advantage of the opportunities offered
by local and global markets to create decent jobs and
value added and support private sector development.
In order for agriculture to become a driver of inclu-
sive green growth and a tool to alleviate poverty, the


https://europa.eu/european-union/index_en
https://europa.eu/european-union/index_en
https://europa.eu/european-union/index_en
https://www.microlinks.org
http://indicators.developmentresults.eu/
http://ec.europa.eu/transparency/regdoc/rep/10102/2018/EN/SWD-2018-444-F1-EN-MAIN-PART-1.PDF
http://ec.europa.eu/transparency/regdoc/rep/10102/2018/EN/SWD-2018-444-F1-EN-MAIN-PART-1.PDF
http://ec.europa.eu/transparency/regdoc/rep/10102/2018/EN/SWD-2018-444-F1-EN-MAIN-PART-1.PDF
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investments and performance of key players across
agricultural value chains—from farmers to large and
small agricultural businesses—are vital. Agricultural pro-
duction will increasingly need to adopt sustainable and
climate-smart and circular production methods which
make more efficient use of resources, reduce green-
house gases emissions and preserve soils and ecosys-
tems?, and that should be resilient to the climate change
forecasts, if the EU’s Prosperity, People and Planet objec-
tives are to be achieved.

Strengthened policies, regulations and institutions can
facilitate agricultural entrepreneurship, increase invest-
ment, and enhance market competitiveness and growth.
BER interventions in the agricultural sector can help gov-
ernments to establish appropriate regulatory systems
that ensure the safety and quality of agricultural goods
and services without being overly costly or burdensome
on market actors.

Tools and Resources on BER and Agriculture

Commission, Value Chain  Analy-
Development, VC4D. https://ec.europa.
eu/knowledge4policy/projects-activities/

e European
sis  for

vcadd-value-chain-analysis-development_en

e World Bank, ‘Enabling the Business of Agriculture’
(2017). Enabling the Business of Agriculture (EBA)
has collected data on laws and regulations that
impact the enabling business environment for agri-
culture. Legal and efficiency indicators have been
developed. EBA 2017 covers the following Sub-Sa-
haran countries: Benin, Burkina Faso, Cameroon, Cote
d’lvoire, Ethiopia, Ghana, Kenya, Liberia, Malawi, Mali,
Mozambique, Niger, Nigeria, Rwanda, Senegal, Tan-
zania, Uganda, Zambia and Zimbabwe. http://eba.
worldbank.org/about-us

e FAO Practice Guide. The Food and Agriculture Organ-
ization of the United Nations (FAQ)'s Enabling Envi-
ronments for Agribusiness and Agro-industries
Development--Regional and Country Perspectives
(2013) is another useful resource for agricultural sec-
tor BER, providing both regional analyses for Africa,
Asia, Latin America and Eastern Europe, as well as
twenty country studies. Available at http://www.fao.

org/ag/ags/ags-division/publications/publication/
en/c/171732/

e USAID AgCLIR. The AgCLIR methodology is an adap-
tation of the USAID BizCLIR diagnostic methodology
described above, with a focus on agribusiness and
the agricultural sector as a whole. In AgCLIR diagnos-
tics, the stakeholders that are interviewed represent
every stage in the agricultural process — farmers,
traders, transporters, processors, and exporters —
as well as the government ministries and civil serv-
ants who regulate them. In addition to evaluating the
ten functional areas of regulation from the World
Bank’s Doing Business survey as they relate to agri-
business, additional chapters have occasionally been
added to an AgCLIR report to address specific agri-
cultural problems such as food security and climate
change. The BizCLIR programme closed and USAID is
no longer supporting AgCLIR. Individual AgCLIR diag-
nostic reports were prepared for Ghana (2008), Nige-
ria (2009), Senegal (2009), Kosovo (2010), Tanzania
(2010), Uganda (2010) and DRC (2011. Most of these
can be found on the web with a search engine or on
the USAID DEC knowledge management website.
https://dec.usaid.gov/dec/home/Default.aspx

Energy has been a priority area in EU’s development
assistance portfolio for many years and the Commis-
sion has developed a multi-level approach to meet-
ing the challenges, including reinforcing bilateral and
multilateral dialogue, fostering regional cooperation,
providing technical assistance to support the neces-
sary ‘technology leap’ and developing innovative finan-
cial instruments®. In terms of supporting private sector
development and improving the broad investment cli-
mate and the business environment within the energy
sector, the EU is helping to establish adequate requla-
tory frameworks in partner countries, including on envi-
ronmental safeguards and land planning.

Once established, adequate regulatory, legal, institu-
tional and policy frameworks will attract upstream
investments that can improve the service to exist-
ing customers and allow new connections to be made.

3 Investment windows in sustainable agriculture, rural entrepreneurs and agro-business under the EFSD Guarantee, available online
in European Commission, ‘EFSD Operational Boards Meeting — 7 November 2017’
4 European Commission, Empowering Development: Delivering Results in the Decade of Sustainable Energy for All (2015).
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http://eba.worldbank.org/about-us
http://eba.worldbank.org/about-us
https://www.google.com/search?client=firefox-b-1-d&q=http%3A%2F%2Fwww.fao.3+Investment+windows+in+sustainable+agriculture%2C+rural+entrepreneurs+and+agro-business+under+the+EFSD+Guarantee%2C+available+onlinein+European+Commission%2C+%E2%80%98EFSD+Operational+Boards+Meeting+%E2%80%94+7+November+2017%E2%80%99.4+European+Commission%2C+Empowering+Development%3A+Delivering+Results+in+the+Decade+of+Sustainable+Energy+for+All+%282015%29.org%2Fag%2Fags%2Fags-division%2Fpublications%2Fpublication%2Fen%2Fc%2F171732%2F
https://www.google.com/search?client=firefox-b-1-d&q=http%3A%2F%2Fwww.fao.3+Investment+windows+in+sustainable+agriculture%2C+rural+entrepreneurs+and+agro-business+under+the+EFSD+Guarantee%2C+available+onlinein+European+Commission%2C+%E2%80%98EFSD+Operational+Boards+Meeting+%E2%80%94+7+November+2017%E2%80%99.4+European+Commission%2C+Empowering+Development%3A+Delivering+Results+in+the+Decade+of+Sustainable+Energy+for+All+%282015%29.org%2Fag%2Fags%2Fags-division%2Fpublications%2Fpublication%2Fen%2Fc%2F171732%2F
https://www.google.com/search?client=firefox-b-1-d&q=http%3A%2F%2Fwww.fao.3+Investment+windows+in+sustainable+agriculture%2C+rural+entrepreneurs+and+agro-business+under+the+EFSD+Guarantee%2C+available+onlinein+European+Commission%2C+%E2%80%98EFSD+Operational+Boards+Meeting+%E2%80%94+7+November+2017%E2%80%99.4+European+Commission%2C+Empowering+Development%3A+Delivering+Results+in+the+Decade+of+Sustainable+Energy+for+All+%282015%29.org%2Fag%2Fags%2Fags-division%2Fpublications%2Fpublication%2Fen%2Fc%2F171732%2F
https://dec.usaid.gov/dec/home/Default.aspx

This will in turn allow for greater business and invest-
ment opportunities, which will lead to more jobs, new
renewable energy sources and new activities. The EU
is committed to empowering energy users that play a
crucial social role, such as MSMEs and women, as well
as to facilitating access to renewable and sustainable
energy, that may ‘foster the transformation to competi-
tive low-carbon and climate-resilient green economies’.

Tools and Resources on BER and Energy

e RISE. The Regulatory Indicators for Sustainable
Energy (RISE) is a set of indicators to help compare
and assess national policy and regulatory frame-
works for energy access, energy conservation and
renewable energy policy®. Developed by the World
Bank, which serves as the knowledge hub for the
Sustainable Energy for All (SE4ALL) initiative which
is co-lead by the UN Secretary General and the World
Bank President. RISE provides a reference point to
help policymakers benchmark their sector policy and
legal and regulatory framework against regional and
global peers. Each indicator targets an element of the
policy or regulatory framework which is important to
mobilising investment, such as establishing planning
processes, institutions and incentives.

RISE also collects unscored information about
administrative procedures in each country (time, cost
and processes required to implement key sustaina-
ble energy activities such as setting up a mini-grid
facility, which can be useful for an BER diagnostic.
RISE also collects other metrics on the energy sector,
such as information about the power sector struc-
ture, key companies and institutions, generation
data and tariff schedules, which can be support the
research and stakeholder consultation phases of an
BER diagnostic.

Like any global set of indicators, RISE presents a
snapshot of policies and regulations relating to
the energy sector based on the understanding that
such polices are important to attracting investment.
While providing guidance and a starting point for an
in-depth BER diagnostic, they are no substitute for
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country-specific research and stakeholder consulta-
tion. RISE website. http://RISE.worldbank.org

e EUEI PDF / Building Energy Access Markets. The Euro-

pean Union Energy Initiative Partnership Dialogue
Facility (EUEI PDF), ‘Building Energy Access Markets:
A Value Chain Analysis of Key Energy Market Sys-
tems’ (2015) (Building Energy Access Markets) is
a framework developed by EUEI PDF and Practical
Action Consulting (PAC) to analyse and assess energy
market systems in developing countries and develop
interventions to support the development of energy
access markets. It focuses on decentralised energy
service markets (mini-Grid electricity, solar PV lan-
terns, biomass improved cook stoves and LPG fuel
and stoves) and is therefore relevant for renewable
energy programming. Unlike RISE or CLIMATESCOPE,
the Building Energy Access Markets framework does
not provide country-specific data or best practices,
but rather provides an analytical framework that can
help support a BER diagnostic.

CLIMATESCOPE. CLIMATESCOPE is a country-by-coun-
try assessment, interactive report and index that eval-
uates the investment conditions for clean energy and
climate-related investment worldwide. It profiles 58
countries worldwide, including 19 Sub-Saharan coun-
tries, and evaluates their ability to attract capital for
low-carbon energy sources while building a greener
economy. Bloomberg New Energy Finance serves as
research partner and author of the report; CLIMATE-
SCOPE is funded by DFID and USAID. The website is.
http://global-climatescope.org

CLIMATESCOPE covers four parameters: Enabling
Framework, Financing and Investment, Value Chains
and Greenhouse Gas Management. Since it includes
a considerable amount of market data and invest-
ment conditions, as a business environment reform
diagnostic tool, CLIMATESCOPE is useful not only
for assessing and benchmarking renewable energy
policy and regulatory frameworks in the countries it
covers, but also for supporting new investments in
that country.

> Investment windows in sustainable energy and connectivity under the EFSD Guarantee, available online in European Commission,

‘EFSD Operational Boards Meeting — 7 November 2017’

& World Bank Group, Regulatory Indicators for Sustainable Energy: A Global Scorecard, 2016


http://RISE.worldbank.org
http://global-climatescope.org
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CLIMATESCOPE: Defining a
welcoming enabling framework for
investment in renewable energy

‘A welcoming enabling environment is one where:
a comprehensive, effective and stable set of
rules are in place; the power market structure
encourages and adequately rewards new market
entrants; the private and public sectors foster uni-
versal access to clean and sustainable energy in
rural or isolated communities; clean energy pen-
etration of the power and primary energy matri-
ces is every increasing; adequate price signals
are available; and growing demand for power and
rapid electrification combine to create a substan-
tial market’. CLIMATESCOPE 2016, p. 74.

The text box below sets out the policy areas exam-
ined under the CLIMATESCOPE ‘Policy and Regula-
tion’ category:

CLIMATESCOPE Policy & Regulation
Category

1. Clean Energy Policies, including energy tar-
get, feed-in-tariff / price premium, auctions,
biofuels blending mandate, debt / equity
incentive, tax incentives, utility regulation
and net metering.

2. Power Sector Structure

3. Distributed Energy Regulatory Framework
(for off-grid focus countries), including reg-
ulation of off-grid, minigrid and small power
project activity.

4. (lean Energy Rural Electrification

5. Energy Access Policies (for off-grid focus
countries)

6. Import Duties on Selected Clean Energy
products (based on World Trade Organiza-
tion data). Duties on the following products
are examined: inverters, solar lanterns, PV
cells and modules, wind towers, wind tur-
bine blades, wind gearboxes, wind and hydro
generators and hydraulic turbine parts.

Tools and Resources on the Sustainable En-
ergy Sector

e Sustainable energy handbook. https://europa.
eu/capacity4dev/public-energy/minisite/

sustainable-energy-handbook

® Sector note on mainstreaming climate change on
the energy sector. https://europa.eu/capacity4dev/
public-environment-climate/document/sector-note-
mainstreaming-environment-and-climate-change-
energy

e European Union Energy Initiative (EUEI), ‘The ACP-EU
Energy Facility: Improving Access to Energy Services
for the Poor in Rural and Peri-Urban Areas. https:/
www.gogla.org/acp-eu-energy-facility

e Sustainable Energy for All (SE4ALL). https://www.
seforall.org/

e Tracking report on SDG 7 (IEA, IRENA, WB, WHO and
UN SD). https://trackingsdg7.esmap.org/

The Extractive Industries Transparency Initiative (EITI)
standard is the internationally accepted standard to
assess the investment climate and business environ-
ment of the extractive countries: beyond disclosure on
payments it covers mining licenses, beneficial owner-
ships of state-owned entities and closely monitors the
unobstructed involvement of the civil society.

In this connection, the overall analysis of business ena-
bling environment is very complex. It refers to the legal
and institutional framework, the fiscal regime, the allo-
cation of contracts and licenses, their registration, state
participation, exploration and production, availability of
geological data, availability of energy and infrastructure,
social and environmental requirements, access to credit
and to a qualified work force.

Moreover, many developing countries rely on freely
negotiated individual contracts with international mining
companies and investors. However, these do not always
turn out to be fair, because both sides rarely negotiate
on an equal footing.

A fiscal system that provides for a combination of rea-
sonable revenue certainty and is responsive to mar-
ket conditions and outcomes will be perceived as more
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durable, as it will reduce the likelihood of a change of
the fiscal terms, and consequently the perception of risk.

There is a need strengthen the capacities of government
institutions, support policy and regulatory reforms, and
support collection and dissemination of geological data.

Other areas of specific support are:

1: Accelerating local entrepreneurship in the Min-
erals value chain

Training and extension services to upgrade skills in mar-
keting, financial management, business management,
product development, due diligence, value addition,
quality control, resource estimation and valorisation,
and legal issues as well as on mining cooperatives and
associations.

2: Improving access to finance and markets

To improve access to affordable finance to Small and
Medium Enterprises (SMEs)/Artisanal and small-scale
mining operating in the minerals value chain by extend-
ing the existing partnership with the which provides
credit guarantees to private financial institutions, sen-
sitizing financial institutions and knowledge/information
sharing about the minerals value chain.

3: Promoting responsible mining and quarrying

To enhance socially and environmentally responsible
business practices in the extractive sector by strength-
ening capacities and knowledge in mine and quarry site
management, environmental management, occupa-
tional health and safety, labour rights protection, com-
munity relations and conflict management. Besides,
sustainable and responsible mining and sourcing of
raw materials approaches are needed to decouple cli-
mate objectives from negative environmental impacts
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associated with necessary technology materials. This is
fundamental in the context of the sustainable develop-
ment goals.

4: Conflict minerals and Due diligence

Since the 1990s, natural resources of conflict-affected
and high-risk areas have been associated with the
financing of armed conflicts and the perpetration of seri-
ous abuses of human rights. In fact, conflict financing
through mineral extraction and trade has been a major
impediment to peace and sustainable development.

In the area of conflict minerals, the main reference is
the OECD Due Diligence Guidance for responsible Supply
Chains from Conflict-affected and High-Risk areas. The
Guidance provides the global business community with a
practical, risk-based due diligence five-step framework’
to help companies ensuring they are not directly or indi-
rectly contributing to conflicts and/or serious abuses of
human rights®.

The United Nations’ Environmental Assembly, supported
by the EU, adopted in March 2019 in Nairobi a reso-
lution on Mineral resource governance. Among others,
it encourages all actors to promote due diligence best
practices along the supply chain with the support of
the Extractive Industries Transparency Initiative (EITI)
and sustainable mining and sourcing of raw materials.
To this end, an important international reference is the
OECD Guidance for Responsible Business Conduct®.

The EU requires that EU companies ensure they import
conflict minerals (tin, tantalum, tungsten and gold) from
responsible sources only. A Joint Communication on
responsible sourcing of minerals was adopted in 2014
and an EU Regulation has subsequently laid down the
value chain due diligence obligations for Union import-
ers of conflict minerals*®.

7 1. Establish strong company management systems; 2. Identify and assess risk in the supply chain; 3. Design and Implement a
strategy to respond to identified risks; 4.Carry out independent third-party audit of supply chain due diligence at identified points

in the supply chain; 5.Report on supply chain due diligence

8 Although carrying out this Due Diligence is particularly important for conflict minerals and extractive industries, it should be
considered for all natural resources management, land-based development and all actions that could have potential negative

impacts.

° Its objective is to provide practical support to enterprises on the implementation of the OECD Guidelines for Multinational
Enterprises by providing plain language explanations of its due diligence recommendations and associated provisions

10 Joint Communication to the European Parliament and the Council: ‘Responsible sourcing of minerals originating in conflict-af-
fected and high-risk areas. Towards an integrated EU approach’, JOIN/2014/08 final; and Regulation (EU) 2017/821 of the
European Parliament and of the Council of 17 May 2017 laying down supply chain due diligence obligations for Union importers
of tin, tantalum and tungsten, their ores, and gold originating from conflict-affected and high-risk areas.
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5. Negotiating complex mining contracts

The G7 Initiative on ‘Strengthening Assistance for Com-
plex Contract Negotiations (CONNEX)!!, aims to provide
developing country partners with multi-disciplinary and
concrete expertise for negotiating complex commercial
contracts. The CONNEX Initiative is designed to ensure
such complex commercial contracts are well-conceived
and well-negotiated for a host country’s successful and
inclusive development, while protecting interests of the
host country and investing companies. The Connex ini-
tiative is implemented in compliance with the Guiding
Principles towards Sustainable Development.

6. Boosting the market for secondary raw
materials

Cooperation on raw materials should also pay due con-
sideration to EU’s circular economy policy, which pro-
motes measures to boost the market for ‘secondary
raw materials’, i.e. materials that can be recycled are
injected back into the economy as new raw materials.
This means, for example, replacing mineral-based fer-
tilisers with organic and waste-based fertilisers. Besides
a reduction in environmental impact, this approach con-
tributes to the security of supply. Promoting secondary
raw materials requires, among others, developing stand-
ards to ascertain suitability for recycling, and boosting
consumer demand for those materials.

Tools and Resources on BER and Raw
Materials

e Simon White, Supporting Sector-Focused Busi-
ness Environment Reform in Developing Coun-
tries (DCED, December 2015).
enterprise-development.org/wp-content/uploads/
DCEDBEWGSectorBERReport2015.pdf

https://www.

e The Extractive Industries Transparency Initiative (EITI)
Standard 2016: Part 1 Implementing the EITI stand-
ards https://eiti.org/sites/default/files/documents/the_
eiti_standard_2016_-_english.pdf

e OECD Due Diligence Guidance for responsible Sup-
ply Chains of Minerals from Conflict-affected and
High Risks Areas — third edition OECD (2016). https:/

11 https://www.connex-unit.org/en/

www.oecd.org/daf/inv/imne/OECD-Due-Diligence-
Guidance-Minerals-Edition3.pdf

e OECD Guidance on Responsible Business Conduct
(2018).
Diligence-Guidance-for-Responsible-Business-
Conduct.pdf

http://mneguidelines.oecd.org/OECD-Due-

e Tuuka Castren, Marko Katila and Petri Lehtonen, Busi-
ness Climate for Forest Investments: A Survey, World
Bank Program on Forests (PROFOR), (2014). https://
www.cbd.int/financial/doc/wb-busclimateforst2014.
pdf

Green and circular economy policies are emerging in
an increasing number of countries, contributing to an
improvement in the business environment and the pro-
motion of the adoption of sustainable consumption
and production practices by the private sector. Promot-
ing the circular economy transition is an important EU
policy priority, underlined by the adoption and on-going
implementation of the EU Circular Economy Action Plan
(CEAP)*2. As defined in the CEAP, the ‘transition to a more
circular economy, where the value of products, materials
and resources is maintained in the economy for as long
as possible, and the generation of waste minimised, is
an essential contribution to the EU’s efforts to develop a
sustainable, low-carbon, resource efficient and compet-
itive economy’.

However, relevant efforts are slowed down by multiple
challenges, including, among others, a lack of coher-
ence between environmental policies and economic pri-
orities, weak enforcement of regulations, a lack of skills
and expertise, and prohibitive conditions for access to
finance. Measures supporting awareness raising and
capacity development of policy makers, institutional
coordination, stakeholder participation in policy devel-
opment, and the translation of global commitments in
national policies are all important in this context.

The EU CEAP identifies a number of sectors facing spe-
cific challenges in the context of the circular economy,
as a result of ‘the specificities of their products or val-
ue-chains, their environmental footprint or dependency
on material from outside Europe’, and calls for targeted

12 COM/2015/0614 final, ‘Closing the loop — An EU action plan for the Circular Economy’
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action, ‘to ensure that the interactions between the var-
ious phases of the cycle are fully taken into account
along the whole value chain’. Three among these sec-
tors, namely Waste (including food waste), Plastics, and
Critical Raw Materials, are of particular interest to BER.

Waste

A number of policy barriers to the transition to a circular
economy in the European Union have been identified!?,
some of which could be relevant to other countries out-
side the EU. As regards waste, the following reforms
are considered to be supportive to the transition efforts,
notably as regards the deployment of circular business
models:

e clarification of definitions and elimination of gaps in
waste legislation;

e consideration of impact on consumption in a poten-
tial application of measures for a lower VAT (a higher
VAT would stimulate a circular economy; a lower VAT
is a barrier);

e improved policy coherence, specifically the clarifica-
tion of legislative provisions that create conflicts with
each other in an attempt to protect conflicting values
(e.g. food hygiene versus food waste, bioenergy and
waste policy), through improvement of knowledge on
relevant issues (for example to address concerns on
Food Hygiene);

e harmonisation in national implementations of waste
legislation (for example to implement relevant Con-
ventions such as the Basel Convention);

e improvements in labelling, presentation and advertis-
ing of food products (as an important factor in food
waste).

Plastics

The EU gives priority to enhancing circularity in the plas-
tics sector, as shown by the recent launch of an EU Strat-
egy for Plastics in the Circular Economy. This strategy
includes steps to transform the way plastics and plastics
products are designed, produced, used and recycled, and
aiming at only recyclable plastics packaging by 2030. It
also includes a proposal on a Directive on the reduction
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of the impact of certain plastic products on the environ-
ment, referring to the impact of single-use plastics, par-
ticularly in the seas and oceans.

Key areas in regulatory reforms to lift barriers to circular
economy investments and entrepreneurship in the plas-
tics sector include:

e (ollection of plastics waste streams: Address-
ing the lack of legislation enabling the collection
and pre-treatment of homogeneous plastics waste
streams (plastic packaging), with a view to reducing
the cost of processing and recycling that derives from
mixed waste (which is often higher than the expected
revenues for recycled plastic packaging).

e Uptake of secondary resources: Review of legislation
that hinders the use of recycled materials in produc-
tion processes, as a result of concerns over issues of
health and consumer protection.

e Design for reuse, repair or recycling: Address-
ing the lack of concrete and enforceable product
requirements.

Tools and Resources

e Technopolis group (2016), Regulatory barriers for the
Circular Economy: Lessons from ten case studies,
Final report. https://circular-impacts.eu/library/1240

e Sectoral guidelines on green economy, 2016 — Euro-
pean Commission. https://europa.eu/capacity4dev/
public-environment-climate/documents/new-
guidelines-integrating-environment-and-climate-
change-eu-international-cooperation-0

e |[nstitute for European Environmental Policy, 2018 A
Long-Term Strategy for a European Circular Econ-
omy. https://ieep.eu/uploads/articles/attachments/
f99flac9-83a0-47e0-a0a2-74f3ce528ad8/
Think9%202030%20Circular?20Economy.pdf

e Agenda 21 for Sustainable Construction in Develop-
ing Countries, Prepared by The International Council
for Research and Innovation in Building and Con-
struction and the United Nations Environment Pro-
gramme—International Environmental Technology

13 European Commission (2014), ‘Scoping study to identify potential circular economy actions, priority sectors, material flows and
value chains’, ISBN 978-92-79-40166-4 and Technopolis group (2016), Regulatory barriers for the Circular Economy: Lessons

from ten case studies, Final report
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Centre (UNEP-IETC, 2002).
daten/iconda/CIB4162.pdf

https://www.irbnet.de/

Business enabling environment in the tourism does not
differ substantially from the other sectors as it refers to
the legal and institutional framework, the fiscal regime,
the allocation of contracts and licenses, their regis-
tration, state participation, availability of energy and
infrastructure, social and environmental requirements,
access to credit and to qualified work force. It also refers
to transparency and predictability of contracts, licenses,
and operating concessions of national parks, as well as
taking care of security concerns and rely on a qualified
work force.

Sustainable tourism can have a transformative role in
fighting poverty, in particular in the management of
national parks. By creating decent jobs opportunities,
tensions in the society are in fact drastically reduced. In
this connection the mobilization of the private sector is
essential not only for the investments that provides, but
also for the capacity to deliver inclusive and sustainable
development.

The revenues generated from Tourism create local
employment, accompany the conservation process in
the parks; allow the sustainable management of the
natural resources and cultural heritage, take care of
clean energy and environmental concerns. The whole
supported by qualification programmes in the human
resources.

Links between sustainable tourism and culture are also
important and shall be further developed. In the same
line, the EU support the cultural industries in ACP coun-
tries aiming at promoting an enabling environment for
creativity, cooperation and exchanges, independence
and viability of the cultural sector in the ACP States, as
well as the safeguarding of cultural diversity and funda-
mental cultural values.

Heritage tourism is a growing market segment with
significant potential in product diversification, in pro-
moting local economic development and in generating
employment.

Tools and Resources on Tourism

e Overall reference in Sustainable tourism is the work
of the UNWTO World Tourism Organization. https://
www.unwto.org/sustainable-development

e Specific reference: Sustainable tourism for develop-
ment Guidebook — enhancing capacities for Sus-
tainable Tourism for development in developing
countries UNWTO 2013. https://www.e-unwto.org/doi/
pdf/10.18111/9789284415496

Value Chain Specific BER

As part of its actions aimed at encouraging economic
growth as well as agricultural development, the EU
is supporting a broad variety of value chains in part-
ner countries. A value chain describes the full range of
value-adding activities required to bring a product or
service to market through the different phases of pro-
duction, including procurement of raw materials and
other inputs, assembly, physical transformation, acqui-
sition of required services such as transport or refrig-
eration, and ultimately response to consumer demand.
Value chains analysis has to internalise the conditions
for long-term growth and sustainability.

In the case of agriculture, value chains constitute stra-
tegic productive systems relevant for fostering agricul-
tural-based activities through investment and policies
engaging farmers and business. The EU has developed
extensive expertise and experience in selecting, analys-
ing (including through the most up-to-date value-chain
analysis methodologies) and supporting sustainable
value chains in partner countries, including in particular
in Sub-Saharan Africa.

Tools and Resources

e Value Chain Analysis for Development (VCA4D):
DEVCO has set up a partnership with the Euro-
pean Alliance on Agricultural Knowledge for
Development (AGRINATURA) to provide sup-
port for value chain analysis. VCA4D provides
both a framework (including software) for func-
tional analysis and interdisciplinary experts. https://
ec.europa.eu/knowledge4policy/projects-activities/
vcadd-value-chain-analysis-development_en

e Guidelines for Value Chain Selection (2015, GiZ&ILO):
Integrating economic, environmental, social and insti-
tutional criteria for value chain selection. https://www.
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The approaches and methodologies set out in the ref-
erences above are beyond the scope of a BER toolkit,
since they address the process of selecting and analys-
ing value chains or sub-sectors to support and then pro-
viding technical assistance to stakeholders within the
value chain. However, this Section 4 has been included
here because initiatives working to analyse or support
stakeholders working in a value chain or sub-sector in
a partner country—regardless of whether it is in agri-
culture, mining, manufacturing, construction or servic-
es--are in an excellent position to identify and address
business environment constraints that are specific to
that value-chain or sub-sector. Using the value chain as
a framework for prioritizing and advocating for reform is
an effective way to complement conventional horizontal
and vertical BER interventions.

Such ‘Bottom-up’ business environment reform activi-
ties use a value chain lens to emphasize provincial and
local, as well as national, level regulatory, legal, policy
and institutional reforms to improve those aspects of
the business environment that most adversely affect
enterprises in particular value chain. Crucially for EU
development assistance which prioritises MSME growth,
such an approach to BER can be far more effective than
conventional BER in identifying what is most important
to MSMEs.
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Tips for practitioners: Symptoms of
Business Environment Constraints
within a value chain

Informality: Informality may indicate that requla-
tions or administrative procedures are too ardu-
ous, forcing the private sector to work around
formal processes. Low rate of corporate tax pay-
ment: Related to informality, low rates of tax
payment may indicate problems in tax policy or
administration, such as a burdensome tax rate or
an inefficient tax collection system. Drop in market
share: If market share has dropped off dramati-
cally (particularly in growing markets) there may
be new conditions, regulations or standards in the
market that the private sector is unable to meet,
or there may be a change in the trade regime.
High levels of collateral required for loans: If firms
are unable to access finance through banks-or if
very high levels of collateral are required-it may
indicate a lack of information about firms or the
lack of a credit registry.

As a practical matter, value chain specific-BER will be
feasible in two contexts: 1) as an intervention within a
programme already supporting a value chain in a part-
ner country, or 2) in coordination between a BER initi-
ative and a programme supporting a value-chain. In
other words, bottom-up approaches require in-depth
knowledge of the value-chain and its stakeholders and
can only take place after the initial analysis has been
completed and support is being provided. This fact is
clearly demonstrated in the two illustrative methodol-
ogies (A4A and CIBER) set out below. Note that these
two methodologies are presented as examples of exist-
ing approaches to integrate regulatory, legal, policy and
institutional reforms—BER—into value chain interven-
tions. Elements of both can be adapted to the specific
needs of an intervention.

In general terms, elements from both methodologies
can be of inspiration to conduct public-private dialogue
processes on BER such as the ones supported by SB4A
in African countries.
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The ITC Alliance for Action (A4A)
methodology

The International Trade Centre (ITC) has implemented
projects supported by the EU and developed the Alliances
for Action (A4A) methodology which is a market-sys-
tem-based partnership approach for SME and value
chain competitiveness. Its aim is to improve sustaina-
ble participation in global value chains whilst supporting
impact at scale for the achievement of the SDGs. A4A
is @ multi-stakeholder initiative that brings together pri-
vate and public actors with the aim to promote compet-
itiveness and income-risk diversification for smallholder
farmers and SMEs. Above all, A4A improves commer-
cial linkages and participation in trade by targeting value
chain operators and focusing on several product-mar-
ket combinations. The various VC stakeholders including
lead firms and support institutions work together and
form market-led partnerships that enhance value chain
integration, technical support, policy alignment and local
institutional capacity building. This should result in an
improved enabling environment and in commercial-
ly-led partnerships between VC operators for improved
competitiveness of both small and medium-sized enter-
prises (SMEs) and smallholders involved in the selected
value chains.

A key requirement of A4A success is investment and
contribution by all participating stakeholders — or Alli-
ance partners — including in-kind as well monetary for
the funding of operational costs and support activities.

A4A project delivery is structured around five sequential
components that drive the project design, implementa-
tion, and monitoring and evaluation approach:

1. Understand: Action-Oriented global, regional
and local value chain and SME competitiveness
analysis. Component 1 primarily involves complet-
ing a market systems analysis and a business model
assessment for the value chain, cluster and/or industry
of interest. It involves participatory approaches for col-
lection and generation of objective and detailed market
and industry trend data and it includes current VC and
SME performance, stakeholder and governance mapping
and characterization. The outcomes are validated and
disseminated directly to sector stakeholders using par-
ticipatory methods.

2. Convene: Public-private alliances for action for
selected value chain, cluster or territorial ecosys-
tem: Multi-level public-private alliances are established
as part of the implementation of Component 2. These
Alliances are the leading VC based platforms to prioritize
and put into action the findings and recommendations
of the outputs from Component 1 and other existing
evidence. The private public platforms implement value
chain business plans and other existing sector support
and partnership plans including Local, Regional and
Global VC dimension. The Alliances building between
stakeholders follows a territorial and value chain logic
and is commercially driven; responding to market led VC
operator partnerships.

3. Transform: Delivery of technical capacity build-
ing package to ‘unlock’ inclusive growth and SME
and value chain competitiveness. Component 3
focus on delivering the technical capacity building sup-
port package designed in the previous component capa-
ble of providing the required technical assistance to
stimulate private investment, improve value chain gov-
ernance, and promote network collaboration and inno-
vative partnerships in the context of the value chain
operator performance gaps and opportunities. It involves
collaboration with both public and private sector sup-
port service providers for the delivery of targeted capac-
ity building training packages by both public and private
sector Alliance members. It focuses on delivery and rein-
forcement of existing technical services in response to
the needs and collaboration arrangements outlined in
the alliance business model and in each of the specific
value chain alliance support plans.

4. Invest: Improving access to financial services
and impact investment in value chains. Component
4 aims at determining the feasibility and efficiency of
the existing supply of financial instruments on the basis
of SME and MSME types, production systems and tar-
get markets. Most importantly, this component targets
the identification and consolidation of partnerships with
financial and impact investment institutions to provide
necessary funding for the implementation of the VC
and alliance business plans. The overall objective is to
support access to relevant types of finance which sup-
port the value chain operators to overcome financial
constraints which have a limiting effect on their com-
petitiveness and the competitiveness of the industry. It



is crucial for finance and investment to be affordable,
inclusive accessible and available.

5. Impact: Participatory Value chain-based moni-
toring, evaluation and communication system. A4A
will not function properly without a participatory value
chain-based monitoring, evaluation and communication
system. The monitoring and evaluation system of Com-
ponent 5 focuses on ensuring accountability, improved
performance and learning for the future. This partici-
patory system tracks selected value-chain-based indi-
cators as well as development related objectives. By
focusing on models to resolve specific VC challenges and
innovations, the goal is to prove and improve public-pri-
vate partnerships for inclusive and sustainable growth
and thereby to ensure enhanced performance and con-
tribute to more effective future programming.

For more information see https://www.donorplatform.org/
news-inclusive-agribusiness-and-trade/international-
trade-centre-itc-new-alliances-for-value-chain-
competitiveness.html; see also http://www.intracen.org/
sectors/Inclusive-agribusiness-value-chains/

Competitiveness Impact of Business Environ-
ment Reform (CIBER)

Developed by DAI with USAID funding, CIBER supports
reformers to engage value chain participants in iden-
tifying those aspects of the regulatory environment
that most negatively affect value chain competitive-
ness; quantify the costs and benefits of implementing
required reforms; and develop practical and effective
advocacy plans for achieving reform. Rather than exam-
ine all regulations, administrative procedures and judi-
cial enforcement issues affecting a value chain, it uses
input from enterprises and industry experts to deter-
mine the scope of analysis. The CIBER process provides
for three main steps summarised below:

Step 1: Develop List of Business Environment
Constraints.

The first step is to work closely with value chain stake-
holders to identify key regulatory and administrative
constraints to competitiveness. These constraints may
be imposed by overly burdensome, outdated, inappropri-
ate or insufficient regulations or laws.

This analysis may draw from a variety of legal and reg-
ulatory categories including:
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e Requlations governing business activity/factors of
production (labour regulations, land use regulations,
and financial sector regulations, etc.)

® Required interaction with authorities (business regis-
tration, tax collection, licensing, and property regis-
tration, etc.)

e Transactions in downstream markets (access to mar-
kets, compliance with health, quality, safety stand-
ards, and foreign exchange restrictions, etc.)

e Transactions in upstream markets (access to inputs,
imports, etc.)

Next, stakeholders are consulted to identify, and ground-
truth priority issues related to the business environment.
This information may be gained through surveys, one-
on-one interviews or focus groups. Consultation with
industry experts and international buyers is also help-
ful for identifying issues that may not be visible to local
participants.

Step 2: Estimate Costs of Key Business Environ-
ment Constraints.

Once a short list of constraints has been identified, the
method guides researchers, project staff and indus-
try stakeholders through the process of identifying the
costs imposed by specific laws, regulations, implemen-
tation issues or lack of necessary regulations. In some
cases, it is possible to track the added cost per unit of
the product under consideration, as well as added value
at each stage of production, using a cost modelling
approach. In other instances, such as for issues of qual-
ity certification, a qualitative approach or general esti-
mate of the magnitude of impact will be sufficient. If a
detailed cost estimate is not possible, the costs and ben-
efits of business environment reforms that target the
constraints identified should be weighed.

Step 3: Assess Political and Administrative Feasi-
bility of Each Reform.

Next, the diagnostic team assesses the political and
administrative feasibility of each identified reform. This
may also need to be supplemented by an assessment
of the impact of fragility or conflict issues on reform
feasibility.

The feasibility assessment can support the prioritisa-
tion of reform activities and helps future programmes
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CIBER political feasibility assessment factors

The degree of geographic centralisation of the value chain under review

The degree of specificity of the regulation to the value chain

Level of government at which the regulation is promulgated/implemented

Historical factors that have led to or support the current regulatory framework

Existing incentive structure that has led to or support the current regulatory framework
Possibilities for refining the existing incentive structure

Support/opposition within and outside of government

Leverage supporters/opponents have to support their own interests

Expected size of impact in terms of costs (financial, time, political, etc.)

Past reform initiatives and reason for outcome

Current or near-term government reform initiatives are planned and who is championing them
Degree of political centralisation

Public-private organisational role and structures

‘Winners’ and ‘losers’ in policy implementation

Degree to which other private-sector actors may be hurt by the reform

The CIBER approach was piloted in the cashew value chain in Brazil

World cashew nut supply nearly tripled between 1994 and 2005. As competition intensified for the 195,000
producers located mainly in Brazil's poorest region, the government sought to support cashew exporters with
a tax credit. However, poor design and worse implementation in the tax credit refund process imposes costs
that reduce the competitiveness of Brazil’s cashew exports. CIBER analysis determined that the cost of produc-
tion per box of raw cashew nuts for an average processor increased more than 10 percent because of delays
in tax credit refunds and lost credits. These increased costs have halved processors’ profit margins. The reform
of national and state-level tax refunds appears to have political currency in the context of a national move-
ment towards tax reform. Due to the highly concentrated nature of cashew industry processing—located in the
Northeast state of Ceara—industry support is also strong and the constituency for reform advocacy efforts is
clear. National and state budgets are the primary losers, as they are currently retaining income that is due to
be returned to the private sector, but all analyses suggested that this is a constraint that can be overcome.
Armed with the CIBER results, processors affected by the poor regulation now had a powerful argument, sup-
ported by an estimate of the financial loss to the value chain, to take to the government when advocating for
reform of this tax scheme.

to determine short-, medium- and long-term priorities, e Bryanna Millis and Dan Charette, Competitiveness
informing the development of an advocacy approach. Impacts of Business Environment Reform (CIBER): A
These may be designed around public-private dialogue Bottom-Up Approach, 13 Developing Alternatives 1,
initiatives and/or use locally appropriate media outlets (DAI, Winter 2009)

to build a broader base for reform support. e Sector Competitiveness Analysis Tools, Reference

Guide (Prepared by DAI for the World Bank Group

The resources below will help consultants adapt the basic
(2010)

CIBER approach to the specific needs of an initiative.

e CIBER: Enhancing Competitiveness Impacts of Busi-
ness Environment Reforms: A Value-Chain Approach
for Analysis and Action (prepared by DAI for USAID,
2008)
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GENDER

The EU places equality between men and women at the
core of its values. In September 2015, the EU launched a
new framework ‘Gender equality and women’s empow-
erment: transforming the lives of girls and women
through EU external relations 2016-2020 — the new EU
Gender Action Plan (GAP) for 2016-2020"* — which was
a review of the previous GAP and strengthens the prior-
itisation of gender in EU external action. This framework
aligns with Goal 5 of the SDGs that aims to ‘Achieve
gender equality and empower all women and girls’ by
2030.

Empowering women and girls economically by increas-
ing their fair and active participation in the economy is
central to achieving this goal and optimising produc-
tion patterns to ensure sustainable long-term growth.
Women’s economic empowerment can reduce inequali-
ties, address poverty and improve broader development
outcomes, as women are more likely to spend their
income on education, health and nutrition for their fam-
ily. Evidence also shows it can lead to stronger economic
growth. The OECD estimates that closing the gender gap
in the labour market by 2030 could increase by 12% the
total size of the economy across OECD countries. Sim-
ilarly, farm yields could increase by 20-30% if women
were given the same access to productive resources
as men, raising total agricultural production. This could
lift an estimated 100-150 million people out of hunger
worldwide?.

The global economy has seen positive trends with
regard to women’s participation in it as business owners,
workers and managers. Women’s entrepreneurship is
rising and so is women’s labour force participation, hav-
ing reached nearly 50% worldwide by 20153 However,
women still lack the same opportunities as men, with
poorer access to capital and land, and laws, regulations
and customs restricting their ability to conduct business
or participating fully in the labour market. Women are
three times as likely as men to be hired informally and
spend a larger amount of their time doing unpaid work.

Such discrepancies impair women’s ability to partici-
pate in development and to contribute to higher living
standards*.

A poor business environment has a negative impact on
economic opportunities for both men and women, but it
has a disproportionate negative effect on women who
face specific constraints. Therefore, reforming the com-
plex policy, legal, institutional and regulatory conditions
that govern the business environment need to pay par-
ticular attention to the role of women in the economy
and the constraints they face as economic actors. Gen-
der-sensitive reform has the potential to economically
empower women and thereby contribute to increased
and more inclusive economic growth, as well as improve
broader development impacts.

In Part IV there are detailed guidelines to support practi-
tioners in integrating gender issues in diagnostic assess-
ments of the business environment

e Business environment reform and gender, DCED 2016.
https://www.enterprise-development.org/wp-content/
uploads/DCEDBEWGSectorBERReport2015.pdf

e Gender-sensitive business environment reform: Why
does it matter. DECD, 2017. https://www.enterprise-
development.org/wp-content/uploads/DCED-BER-
Gender-Policy-Guide.pdf

e Gender and the business environment for new firm
creation, WB 2011 https://elibrary.worldbank.org/doi/
pdf/10.1093/wbro/lkp032

e Gender and sustainable development, OECD 2008.
https://www.oecd.org/social/40881538.pdf

® Assessment Framework for Growth Oriented Women
Enterprises (GOWEs), ILO/AfDB: This tool supports
the situational assessment of the environment for
growth-oriented women entrepreneurs in a given
country for the purpose of identifying critical forms of
support that can enable women to grow and expand
their enterprises, and in the process to create jobs and

! Guidance note on the EU Gender Action Plan 2016-2020, For DEVCO HQ and EUD operational staff, March 2016
2 Gender Equality and Women’s Empowerment: Transforming the Lives of Girls and Women through EU External Relations 2016-

2020, Joint Staff Working Document, September 2015

3 Women at Work, Trends 2016, International Labour Organisation

4 Gender Dimensions of Investment Climate Reform, A Guide For Policy Makers And Practitioners, Sevi Simavi, Clare Manuel, Mark

Blackden, The World Bank, 2010


https://www.enterprise-development.org/wp-content/uploads/DCEDBEWGSectorBERReport2015.pdf
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https://elibrary.worldbank.org/doi/pdf/10.1093/wbro/lkp032
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https://www.oecd.org/social/40881538.pdf

income for themselves and others. The tool is applied
in broader ILO country level assistance funded by both
ILO core funds, supplemented by bilateral donor sup-
port, as well as an integrated activity within the ILO’s
Women'’s Entrepreneurship Development Programme
(WED). The process of applying the tool involves col-
laboration between governments, policy makers and
other stakeholders to identify and in turn remove the
specific gender barriers that women entrepreneurs
may face. The ILO-AfDB GOWE assessment frame-
work is applied over a 2-week field fact-finding visit
to a country. http://www.oitcinterfor.org/sites/default/
files/AfDB-ILO%20GOWE%20Assessment%20Guide.
pdf

Africa Gender Equality Index, AfDB: The Africa Gender
Equality Index measures gender equality across three
separate dimensions: equality in economic opportu-
nities, equality in human development and equality
in law and institutions. Each dimension draws on a
series of indicators listed below. Together they provide
answers to six questions: 1 Do women and men have
equal opportunities in business and employment? 2
Do girls and boys have equal opportunities at school?
3 Do women have access to reproductive health ser-
vices? 4 Are women and men equally well repre-
sented in institutions? 5 Do women and men have
the same legal rights? 6 Do women and men have
the same household rights? https://www.afdb.org/en/
topics-and-sectors/topics/quality-assurance-results/
gender-equality-index/

GenderCLIR, USAID: The GenderCLIR diagnostic
examines the legal, institutional, and social impedi-
ments women entrepreneurs face in trying to engage
meaningfully in the formal economy. Improving the
economic position of women can have a multiplier
effect on growth in other sectors of the economy.
Women are more likely to spend their income on edu-
cation, health, and nutrition for their families, provid-
ing investment in some of a country’s most important
sectors for human capital development. GenderCLIR
examines the key issues confronting women in the
workplace across seven topics: Women’s Role in Soci-
ety, Women in the Private Sector, Women and Labour,
Women and Property, Women and Credit, Women and
Trade, and Women and Criminal Justice. The Gender-
CLIR indicators have also been successfully incorpo-
rated into the broader business environment analysis
in certain BizCLIR and AgCLIR assessments.
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GenderCLIR Rwanda, 2009

The first GenderCLIR assessment took place in
Rwanda in April 2009. The assessment team
evaluated the pressures within the Rwandan
business climate specific to women entrepre-
neurs. Assessors conducted interviews and focus
groups with a diversity of women’s business
associations, women business owners, and local
women leaders as well as additional stakehold-
ers throughout the business environment. The
GenderCLIR Rwanda report was divided into the
six key areas of support identified by the assess-
ment team as most crucial to improving the busi-
ness climate for women in Rwanda: Institutional
Strengthening, Education and Training, Access to
Finance, Access to Markets, Coordination and Net-
working, and Moving from Policy to Practice. Fol-
lowing the assessment, the mission requested
technical assistance to conduct gender work-
shops for women business owners in 4 cities to
discuss common challenges, learn business skills,
and network with one another. More importantly,
the GenderCLIR diagnostic has helped to inte-
grate women'’s issues into the broader discussion
of improving the business climate. For example,
the GenderCLIR indicators have been used to
conduct gender-specific analyses within broader
BizCLIR and AgCLIR assessments. A chapter on
gender was included in the Uganda and Tanzania
AgCLIR assessments in 2010.

Source: Business Climate Legal and Institutional
Reform BizCLIR Project Final Report, USAID, March
2011

Social Institutions and Gender Index (SIGI), OECD:
Cross-country measure of discrimination against
women in social institutions (formal and informal
laws, social norms, and practices) across 160 coun-
tries. Discriminatory social institutions intersect
across all stages of girls’ and women’s life, restrict-
ing their access to justice, rights and empowerment
opportunities and undermining their agency and
decision-making authority over their life choices. As
underlying drivers of gender inequalities, discrimi-
natory social institutions perpetuate gender gaps in
development areas, such as education, employment


http://www.oitcinterfor.org/sites/default/files/AfDB-ILO%20GOWE%20Assessment%20Guide.pdf
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and health, and hinder progress towards rights-based
social transformation that benefits both women and
men. The SIGI covers five dimensions of discrimina-
tory social institutions, spanning major socio-eco-
nomic areas that affect women'’s lives: discriminatory
family code, restricted physical integrity, son bias,
restricted resources and assets, and restricted civil
liberties. The SIGI’s variables quantify discriminatory
social institutions such as unequal inheritance rights,
early marriage, violence against women, and unequal
land and property rights. Through its 160 country pro-
files, country classifications and unique database, the
SIGI provides a strong evidence base to more effec-
tively address the discriminatory social institutions
that hold back progress on gender equality and wom-
en’s empowerment. https://www.genderindex.orag/

Toolkit on Mainstreaming Gender Equality in EC
Development Cooperation: This toolkit is part of
a large effort to build capacity for gender main-
streaming in development cooperation of colleagues
in the External Relation Directorates and in EC Del-
egations. The toolkit is complemented by a range
of training and Help Desk services also tailored to
their needs. https://eige.europa.eu/library/resource/
aleph_eige000001976

Donor Committee for Enterprise Development
(DCED), Women’s Economic Empowerment Working
Groups (WEE WG): Founded in 1979, the DCED has
developed a substantial body of knowledge about the
rapidly expanding field of PSD. The DCED’s 22 mem-
bers — funding and inter-governmental agencies —
share the vision of making PSD more effective by:
Sharing experience between agencies and field pro-
grammes; Developing and disseminating knowledge
and guidance on good practice in PSD; and Commu-
nicating evidence on results in PSD. DCED members
have formed a Women’s Economic Empowerment
Working Group (WEE WG) to share experiences and
develop guidelines on effective practice. The theme
has also been addressed by the DCED Business Envi-
ronment and Results Measurement Working Groups.
Key publications:

Gender-Sensitive Business Environment Reform: Why
does it matter? — A policy guide

Business Environment Reform and Gender, Technical
paper

e (ase Study: Gender-Sensitive BER and Informality

https://www.enterprise-development.org/organisational-
structure/working-groups/overview-of-the-womens-
economic-empowerment-working-group/

e Business Environment Reform Facility (BERF), DFID:
Funded by the UK Department for International
Development (DFID), BERF responded to demand
from DFID managers to initiate, improve and scale
up business environment reform programmes. Key
publications:

— What is Best Practice on Gender and Business
Environment Reform?

— Scoping Study on Customary Law and Women’s
Entrepreneurship

— The Business Environment Reform Diagnostic
(BERD) Process: Guidance for Consultants

e Gender Dimensions of Investment Climate Reform,
World Bank/IFC: This guide aims to provide fresh
thinking to solve common issues women entrepre-
neurs face in the business environment area. It pre-
sents actionable, practical, replicable, and scalable
tools. Specifically, the guide seeks to enable devel-
opment practitioners and policy makers who are not
gender specialists to (i) diagnose gender issues in a
business environment reform area, (ii) design practi-
cal solutions and recommendations to address gen-
der constraints, and (iii) include effective monitoring
and evaluation tools to oversee the implementation
of those recommendations. http://www.oecd.org/dac/
gender-development/45449146 pdf

e Women, Business and the Law (WBL), World Bank,
2019: Project that collects data on gender inequality
in the law. It collects data related to seven indicators
on laws and regulations constraining women’s entre-
preneurship and employment to form an internation-
ally and regionally comparative data set, with the aim
for policy makers and requlators at a national level
to undertake reforms in these areas. It includes data
for the indicator ‘Can a woman register a business in
the same way as a man?’ identifying which countries
still have gender discriminatory laws related to wom-
en’s business registration and licensing. Other indica-
tors capture data on indirect constraints to women’s
enterprise formalisation including ‘Can a woman sign
a contract in the same way as a man?’. http://pubdocs.
worldbank.org/en/702301554216687135/WBL-
DECADE-OF-REFORM-2019-WEB-04-01.pdf
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e World Bank Enterprise Surveys: The Enterprise Sur-
veys provide indicators that describe several dimen-
sions of gender composition in the workforce. It also
collects information on the characteristics of the
workforce employed in the non-agricultural private
economy. The set of indicators presents the com-
position of the firm’s workforce by type of contract
and gender. Labour regulations have a direct effect
on the type of employment favoured by firms and
they may have a different impact by gender. Other
indicators present the composition of the workforce
classified into temporary and permanent workers and
reflect the participation of women in reqular full-time
employment.

e Percent of firms with female participation in ownership

e Proportion of permanent full-time workers that are
female

e Proportion of permanent full-time non-production
workers that are female

e Percent of firms with a female top manager

e Proportion of permanent full-time production work-
ers that are female. Percent of firms with majority
female ownership

www.enterprisesurveys.org

PRO-POOR INTERVENTIONS

First generation BER programmes in developing and
transitioning countries typically did not identify pov-
erty reduction or formalisation as explicit goals. The
World Bank’s Doing Business likewise was not originally
intended to identify reforms that would foster inclusive
growth. This can be seen for example in the cases used
in DB: medium-sized, formal sector enterprises (rather
than MSMEs) in the largest city in that country. The
case studies likewise require assumptions such as the
absence of bribes, which greatly undermined impact. It
is not surprising then that such global indices are often
not seen as relevant to informal actors or to MSMEs in
most developing countries®.
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Although it can be a challenge to reconcile long-term
sustainable growth and real GDP growth with conditions
for short-term investments, BER programming today
focuses more on inclusive growth and poverty reduction.
BER interventions are increasingly being ‘mainstreamed’
into broader inclusive growth initiative, such as local
economic development, workforce development, access
to credit for MSMEs or support to agriculture. Regardless
of the context, there are many ways to make BER inter-
ventions more pro-poor and better at internalising long-
term drivers of sustainable development.

Inclusive business can be defined as private sector com-
panies with business models or activities that pursue
commercial viability and that have (or are likely to have)
significant economic and/or social benefits for poor
people in their value chains. Similarly, where the term
‘inclusive growth’ is used, this refers to sustainable eco-
nomic development which provides increasing oppor-
tunities for the poor to benefit from improved access
to products and services, and/or productive income and
employment®. During all phases of a BER intervention
but maybe more importantly at the design phase, it is
essential to determine that impact will be related to
increasing opportunities for the poor.

Moreover, the compliance with ILO conventions, human,
social and labour rights, and social protection, are
important aspects that have to be considered in BER
programmes.

® R. Kormos (2013) Pro-Poor Business Law and Regu-
latory Reform. Developing Alternatives, available at
http://bit.ly/1gLameg

e A pro-poor business enabling environment: The
case of Zambia CAFOD 2014. https://cafod.
org.uk/content/download/17208/133478/
file/Think+small+-+A+Pro+Poor+BEE+-
+Zambia+case+study+CAFOD+2014.pdf

e Levelling the playing field. The role of govern-
ment in enabling pro-poor businesses to thrive.
Christian Aid 2014 https://www.christianaid.org.uk/
sites/default/files/2017-05/Levelling%20the%20

> R.Kormos (2013) Pro-Poor Business Law and Regulatory Reform. Developing Alternatives, http://bit.ly/lgLameg
& DCED, ‘How to create an enabling environment for inclusive business? Learning from experience and debates in private sector

development’, Melina Heinrich-Fernandes, 2016
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playing%?20field%?20-%20the%20role%200f%20
government%20in%20enabling%20pro-poor%20
business%?20to%?20thrive.pdf

e DCED, ‘How to create an enabling environment
Learning from experi-
ence and debates in private sector development’,
Melina 2016.
enterprise-development.org/wp-content/uploads/
DCED_Creating_An_Enabling_Environment_For_
Inclusive_Business.pdf

for inclusive business?

Heinrich-Fernandes, http://www.

THINKING LOCALLY

Conventional BER takes place at the national level, start-
ing with high-level analysis of national legal and reg-
ulatory frameworks as well as their implementation
and enforcement by national level government agen-
cies. Often reforms are modelled on laws and requla-
tions from industrialised countries. Such an approach
may lead to improvements in national frameworks and
higher Doing Business rankings, but it often misses the
real-world constraints faced by local entrepreneurs. Con-
ducting diagnostics at the sub-national and local level

Doing Business and Street Vendors
in Tanzania’s Cities: How Not to
Reach the Poor

As part of BER initiatives aimed at improving Tan-
zania’s Doing Business scores in the late 2000s,
the authorities forcibly evicted thousands of
informal sector street vendors from the country’s
major cities. Economically viable alternative loca-
tions, such as markets near urban centres, were
not provided to these vendors, and to make mat-
ters worse, business licensing reforms formally
abolished street-peddling licenses, precluding any
option for these economically active but very poor
entrepreneurs to move towards the formal sector.
(Michal Lyons and Colman Titus Msoka, The World
Bank and the Street: (How) Do ‘Doing Business’
Reforms Affect Tanzania’s Micro-traders?, Urban
Studies 2010 47:1079.

and focusing on MSMEs and other stakeholders in spe-
cific localities helps better target reforms and reach the
poor. Such an approach, including environmental safe-
guards and offsets, is especially useful in the context of
rapid urbanisation in developing countries, since poverty
is as much an urban as a rural phenomenon.

MICRO AND SMALL ENTERPRISES

There is a long history of donor-funded support pro-
grammes for MSEs in developing countries — including
access to finance for MSEs, business development ser-
vices and workforce development. Although MSEs are
those providing most employment and social impact,
these programmes have rarely looked at the business
environment for MSEs, and conversely BER programmes
have rarely focused on the business environment for
MSEs.

Moreover, it is acknowledged that poor business envi-
ronments create a disproportionately negative effect
on micro and small enterprises (MSEs) and hinder their
development. It is therefore key to consider BER impact
on MSEs at the design phase of the action. The most
important bottlenecks to business development at all
stages of the business development cycle need to be
identified.

MSEs are defined as private enterprises at the smaller
end of the size spectrum. Definitions of firm size vary by
country and organisation’. MSEs demand attention by
reformers for two reasons (DCED, 2018):

‘Think small first’

The EU set up a task force on Business Environ-
ment improvement in the nineties, called BEST.
They prone that the ‘Think small first’” approach
should always be applied. Because what works
for the smallest companies works for the biggest,
but not necessarily the other way round. http://aei.
pitt.edu/35375/1/A1279-V1 pdf

7 Unless otherwise defined in this document, micro-enterprises are private firms with fewer than five employees, small enterprises
have between five and 19 employees, medium-sized enterprises between 20 and 99 employees, and large enterprises with 100

or more employees
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http://aei.pitt.edu/35375/1/A1279-V1.pdf

‘First, they are major contributors to national develop-
ment. In most countries, microenterprises and SMEs
account for the highest number of firms. This number
increases as the size of the firm decreases. Similarly,
microenterprises and SMEs are important contributors to
national employment, value-addition and gross domes-
tic product. Second, MSEs are more vulnerable to a poor
business environment than larger enterprises. Smaller
firms pay a proportionally higher cost for doing busi-
ness than do large firms. Moreover, the external threats
created by poor business environment place MSEs in a
more vulnerable position’.

Different types of businesses, different needs. For
instance, taxes and compliance issues are usually not
the same ones for small businesses than for bigger busi-
nesses. Companies having already an export experience
do not face the same bottlenecks in terms of quality
standards than those which have not exported. In most
urban contexts MSEs rarely own their business premises
so reforms relating to land registration are irrelevant. As
renters however, they may be facing legal uncertainty or
other challenges in landlord-tenant law.

Access to finance and business development services
(BDS) needs are very different depending on the size, on
whether businesses are formal or informal, on the stage
of development and on the nature of the activity, and
policies should consider the different needs.

Following the DCED Policy Paper on MSE and BERg,
MSE-oriented business environment reforms boost eco-
nomic growth and transformation as they identify the
factors that inhibit the growth of MSEs. This includes the
focus on:

e Women’s economic empowerment: by removing the
legal and regulatory barriers affecting a dispropor-
tionately high number of women-owned and man-
aged enterprises found in the MSE sector;

e Encouraging formalisation. Business environment
reforms contribute to the formalisation of firms by cre-
ating the conditions in which informal firms find that
formalisation offers more benefits than cost, along
with the use of better enforcement mechanisms;
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EU Support to MSMEs in Latin
America: AL-INVEST and
EuroMiPYMEs

AL-INVEST is the EU flagship programme for the
promotion of Latin American MSMEs, and has
been supporting MSMEs as catalysts for inclu-
sive growth in the region since 1993; the current
phase, AL-INVEST 5.0 will continue until 2019 and
is being implemented in 18 countries. It aims to
create business linkages, improve private sector
capacity and strengthen private sector associa-
tions. EuroMiPYMEs, a project under AL-INVEST,
is implemented by the United Nations Economic
Commission for Latin America and the Caribbean
(ECLAC), focuses on how to improve the business
environment for MSMEs and develop policies con-
ducive to inclusive growth at the national, regional
and sub-regional levels. Initiatives have included
strengthening technological development cen-
tres, strengthening business development pro-
viders and promoting digital technologies. The
programme has undertaken studies of MSME pol-
icies in 7 countries and promoted regional coop-
eration on MSME policy.

Improving labour and labour-related legal and reg-
ulatory regimes are used to address the job quality
challenges faced by many of MSE workers;

e Promoting entrepreneurship. These include support
for entrepreneurship education, finance, innovation,
and culture, and are mostly focused on entrepreneur-
ial start-ups.

Addressing the problem found in disadvantaged
regions, where poor people are more prevalent and
MSEs more common (e.g., rural economies);

Focusing on industries in which poor people are more
highly represented (e.g., agriculture).

e Supporting regular public-private dialogue in which
MSEs are better represented and more involved.

However, donors and agencies cannot exclusively focus
on supporting MSEs. They must find ways to avoid
inhibiting growth and transformation. Donors can

8 Policy Brief: Creating Better Business Environments for Micro and Small Enterprises (2018)
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support business environment reforms that contrib-
ute to enhancing the dynamics of the broader private
sector as the engine of economic growth. A number of
diagnostic tools and studies that bridge this gap are pre-
sented below. Also, for further details, the DCED guide-
lines (2018) proposes best practices.

e Donor Committee for Enterprise Development (DCED):
Policy Brief: Creating Better Business Environments
for Micro and Small Enterprises (2018). https://cdn.
enterprise-development.org/wp-content/uploads/
DCED-Policy-Brief-BEWG-BER-MSEs-February-2019.
pdf

e Donor Committee for Enterprise Development
(DCED): Technical Report: Creating Better Business
Environments for Micro and Small Enterprises (2018),
Simon White. https://cdn.enterprise-development.org/
wp-content/uploads/DCED-BEWG-BER-and-MSEs-

Report-FINAL.pdf

e |nternational Labour Organization (ILO), Assessing
the Influence of the Business Environment on Small
Enterprise Employment: An Assessment Guide (2004)

e |LO, Surveying the Influence of National Policies, Laws
and Regulations on Employment in MSMEs: Survey Kit
(2002)

e Micro and small enterprises as drivers for job creation
and decent work, Caroline Reeg, 2015. https://www.
die-gdi.de/uploads/media/DP_10.2015.pdf
White, Donor Approaches to Improving the Business
Environment for Small Enterprises, Working Group on

Simon

e Enabling Environment, Committee of Donor Agencies
for Small Enterprise Development (2004)

e The BEST Report on Business Environment Simpli-
fication and its applicability in Macedonia. Occa-
sional paper Nr5.
pdf/11867365.pdf

https://core.ac.uk/download/

INFORMAL SECTOR / HOUSEHOLD
ENTERPRISES

The vast majority of people who work outside the agri-
culture sector in Sub-Saharan Africa are engaged in
informal household enterprises. This is the case both in
rural and urban contexts—in fact between 30 and 50%
of rural households have a non-farm household enter-
prise®. These household enterprises sell services such
as hairdressing and repairs, sell consumer goods and
contribute to the industrial sector. These informal busi-
nesses provide livelihoods for millions and are essen-
tial to reducing poverty in developing countries. Yet most
Sub-Saharan governments continue to ignore, neglect or
undermine this sector (see text box on Tanzania above).

Understanding the importance of the informal sector and
specifically why entrepreneurs choose to remain infor-
mal or semi-formal is a critical first step in improving the
business environment. Regulations such as street ven-
dor licensing regimes must be tailored to and accessi-
ble to small-scale entrepreneurs, while also balancing
the claims of other stakeholders and protecting the pub-
lic. Barriers to enter the formal economy vary, but labour
and taxation laws and regulations are the most common
obstacles. Increasing the benefits of formality—such as
ensuring basic property rights and workplace security, or
making it easier to enter into and enforce simple con-
tracts, resolve disputes or gain access to finance or mar-
ket information—will improve the business environment
and create incentives to formalisation®®.

e GSDRC Applied Knowledge Services, Inclusive Growth
Topic Guide (2015). http://www.gsdrc.org/wp-content/
uploads/2015/06/InclusiveGrowth.pdf

® Business Environment  Assessment
Tool / Informal Rules (Mercy Corps), available at

https://www.mercycorps.org/research-resources/

Enabling

private-sector-engagement-tool-kit

® Business Enabling Environment Assessment Tool:
Formal and Informal Rules (Mercy Corps), available
at  https://www.mercycorps.org/research-resources/
private-sector-engagement-tool-kit

S World Bank, Youth Employment in Sub-Saharan Africa: An Overview (2014)
10 DCED, Business Environment Reforms and the Informal Economy (2009)
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e Business Environment Reform and Poverty Rapid
Evidence Assessment (DFID, August 2015). https://
assets.publishing.service.gov.uk/media/57a0897b40f
0b649740000d4/61565-REA-BEE-Q1publish.pdf

e Donor Committee for Enterprise Development (DCED),
Business Environment Reforms and the Informal Econ-
omy: Discussion Paper (December 2009). https://www.
enterprise-development.org/wp-content/uploads/
BERIE_Zinnes-1.pdf

e Making the Law Work for Everyone, United Nations
Commission on Legal Empowerment of the Poor
(UNDP). http://der.oas.org/Institutional_relations/
Final%20Report_English.pdf

YOUTH

Youth constitute the largest share of the population in
Sub-Saharan Africa and the need for productive employ-
ment and entrepreneurship opportunities for them is
enormous. Youth is a time of transition as the young
leave school for work and grapple with many decisions.
As with the other cross-cutting issues, improving the
business environment should help support youth as they
make that transition. Some guidance on how to better
target youth is set out in the text box below.

e |nternational Labour Organisation (ILO) Platform on
Youth Employment: What Works in Youth Employ-
ment. www.wwinye.org

e UNCTAD, Policy Guide on Youth Entrepreneurship,
2015. https://unctad.org/en/PublicationsLibrary/
webdiaeed2015d1_en.pdf

e Commonwealth Secretariat Global Youth Devel-
opment
youthdevelopmentindex

Index. https://thecommonwealth.org/

e OECD Policy Brief on Youth Entrepreneurship, 2012.
https://www.oecd.org/employment/leed/Youth%20
entrepreneurship%?20policy%?20brief9%20EN_FINAL.
pdf

e African Peer Review Mechanism / Successful Youth
Policy: Lessons Learned (2016). https://saiia.org.za/
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Illustrative BER Interventions to
Help Address the Youth Employment
Challenge in Sub-Saharan Africa

e Agriculture: Enable rental markets for land,
improve land registration and pilot intergener-
ational land transfer programs

e Household Enterprises / Informal Sector:
Develop a national policy for the informal sec-
tor that reflects the voices of all stakeholders
include youth

e Wage Sector / MSMEs: Reduce corruption and
the cost of business registration and licensing

e Strengthen national and regional TVET policy
and frameworks for public-private partner-
ships so that more demand-driven training can
be provided

e |ncrease awareness of opportunities and path-
ways to self-employment for youth

Source: World Bank, Youth Employment in Sub-Sa-
haran Africa (2014)

research/successful-youth-policy-lessons-from-the-
african-peer-review-mechanism/

e World Bank and International Youth Foundation, Sup-
porting Youth Entrepreneurs: A Practical Guide to
Quality Programming, 2014. https://www.iyfnet.org/
sites/default/files/library/GPYE-EntreprGuide.pdf

FRAGILE AND CONFLICT-AFFECTED
STATES

The creation of an enabling Business Environment is
very relevant to economic and societal resilience and
should be conflict sensitive, in particular to issues related
to potential negative impacts of for instance, trade pol-
icies, infrastructure, management of natural resources,
illicit economies, weaker land rights and land grabbing.

Africa is host to more than half of the world’s fragile and
conflict-affected states (FCAS)—19 out of 35 countries!!
and the EIP specifically targets investment and reform in

11 As of May 2016, the World Bank considered the following countries to be fragile and conflict-affected states: Burundi, Central
African Republic, Chad, Comoros, Cote d’lvoire, Democratic Republic of Congo, Eritrea, The Gambia, Guinea-Bissau, Liberia, Libya,
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fragile states. It is therefore key to analyse conflict sen-
sitivity to do risk-informed investments or foresee and
apply mitigating measures.

The EU is as well committed to respect the guiding prin-
ciples on Business and Human Rights. Due diligence in
this respect needs to be conducted and in particular
for all natural resources management and land-based
development actions!2

The challenges facing businesses and investors in FCAS
are unique and can be broken down into four categories
and vary in terms of severity across FCAS.

e Economic: reduced foreign and local investment,
sectoral shifts, damaged infrastructure, illicit taxa-
tion and extortion, the legacy of war economy, and
informality.

e Political and security related: low legitimacy and
capacity of the state, residual violence, and a lack of
a functioning judicial system.

e Social: tensions between communities, weak and dis-
rupted networks, low trust and psychological trauma.
This can act as a barrier to effective BER due to slow
implementation and uptake.

e Demographic: high number of female headed house-
holds, a large number of incapacitated and injured
combatants, health issues, population displacement,
employee flight and low education. This is a prom-
inent issue in how to guide BER to obtain inclusive
growth.

The principles for action set out below will help con-
sultants conducting a diagnostic in FCAS consider these
challenges as they conduct the research and stake-
holder consultation.

BER in Fragile and Conflict-Affected
States (FCAS): Principles for action

e Planning, design, implementation and evalu-
ation of BER needs to be flexible and adapt-
able in FCAS situations, more than in peaceful
states, as the context is more susceptible to
rapid change. Gathering baseline data and
constant monitoring is essential so that miti-
gations/responses can be put in place quickly.

e Smaller-scale changes can be more effective
than sweeping reforms in very fragile con-
texts. In Mozambique, for example, smaller
scale reforms such as creating an alternative
dispute resolution for commercial contracts,
have helped reduce the time needed to resolve
commercial disputes.

e Post-conflict conditions may present oppor-
tunities for positive social reforms, such as
women’s empowerment, as traditional power
structures may be more open to inclusion of
women in business.

e Timeframes for reforms in FCAS are longer
than in other countries. Contingency for this
needs to feed into the design and implementa-
tion of BER programmes.

e |ncorporate political economy assessments
and conflict sensitivity analyses.

e Internalise and reflect long term needs to
avoid short term improvements coming at the
expense of long term growth.

Although there are few empirical studies examining how
to sequence and design BER interventions in FCAS, prac-
tical experience suggests that certain reforms should be
prioritized in FCAS*®. The following functional areas of
BER are likely to be critical in FCAS:

Madagascar, Mali, Sierra Leone, Somalia, South Sudan, Tog and Zimbabwe. World Bank, Harmonized List of Fragile Situations FY16
12 https://ec.europa.eu/growth/industry/corporate-social-responsibility_en
13 DFID, Business Environment Reform Facility (BERF), Scoping Study on Business Environment Reform in Fragile and Conflict

Affected States (May 2016)


https://ec.europa.eu/growth/industry/corporate-social-responsibility_en

USAID Somalia Partnership for

Economic Growth

e This private sector development programme

focused on the autonomous Somaliland
region, where the local private sector and dias-
pora investors play a critical role in helping the
region emerge from conflict. BER interventions
under this programme included the following:

Support to Ministry of Livestock, including
reform of veterinary reqgulations; livestock is a
key export for Somalia
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e [nfrastructure Policy: As a country rebuilds after a
conflict, having an effective infrastructure policy in
place is a priority; the domestic private sector typi-
cally also plays a critical role in the rebuilding along
with development assistance and FDI.

BER focusing on key sectors of the economy will also be
a critical priority in all FCAS. This is particularly the case
in resource-rich countries, where domestic and foreign
investment in the extractives sectors is especially impor-
tant, as well as countries emerging from conflict that are
not resource rich where BER focusing on the agriculture
sector will be important.

e Work with Ministry of Mining, Energy and
Water Resources to develop legal and regula-
tory framework for energy/electricity produc-
tion and distribution

e Support to investment in solar energy, includ-
ing regulatory reforms

e TA to the Ministry of Commerce to develop
streamlined investment laws, an invest-
ment guide and web resources for registered
businesses

Source: DAI

Access to Finance: Ensuring that basic banking and
payment systems are in place is critical to ensuring
access to finance for MSMEs and the private sector
in general. Mobile banking has had a large impact
in FCAS such as Somalia, the DRC and Afghanistan.
Revising legal and regulatory frameworks for microfi-
nance is similarly a priority in these contexts.

Land and Property Rights: Securing land rights, includ-
ing reconstructing and digitalising land registries that
may have been destroyed as a result of conflict. That
having been said, such reforms can be politically
challenging and land rights may have been a cause
of the underlying conflict.

Commercial Dispute Resolution: Re-establishing the
rule of law in a post-conflict situation is both symbol-
ically critical and requires time. Reforms to establish
alternative dispute resolution for commercial disputes
and/or supporting the establishment of new commer-
cial courts may help bridge the gap, reassure inves-
tors, and may be easier than broader judicial reform.

EU Staff handbook on Operating in Situation of Conflict
and Fragility. https://ec.europa.eu/europeaid/2015-
staff-handbook-operating-situations-conflict-and-
fragility_en

EU Guidance Note on Conflict Analysis. https://
ec.europa.eu/europeaid/guidance-note-use-conflict-
analysis-support-eu-external-action_en

DEVCO online course on Conflict Sensitivity. https://
webgate.ec.europa.eu/ilp/pages/coursedescription.jsf?
courseld=11281270&catalogld=301711

A number of useful references produced by the DCED
on BER and private sector development and con-
flict-affected environments are available here. https://
www.enterprise-development.org/implementing-psd/
psd-in-fragile-and-conflict-affected/

Matthew Glanville, Ingrida Kerusauskaite and
Flora Harley, ‘Scoping Study on Business Environ-
ment Reform in Fragile and Conflict Affected States,
DFID Business Environment Reform Facility (BERF),
May 2016. https://assets.publishing.service.gov.uk/
media/57bdc9cae5274a096b000012/Scoping_
Study_BER_in_FCAS.pdf

Economic development in fragile and conflict-af-
fected states: Topic Guide (GSDRC 2015). http:/
www.gsdrc.org/wp-content/uploads/2015/09/
Econdevfragilestates1.pdf

A Rough Guide to Investment Climate Reform in Con-
flict-Affected Countries (USAID / World Bank 2009).
https://www.enterprise-development.org/wp-content/
uploads/Rough-Guide-to-Investment-Climate-
Reform-in-Conflict-Affected-Countries.pdf


https://ec.europa.eu/info/index_en
https://ec.europa.eu/info/index_en
https://ec.europa.eu/info/index_en
https://ec.europa.eu/info/index_en
https://ec.europa.eu/info/index_en
https://ec.europa.eu/info/index_en
https://webgate.ec.europa.eu/ilp/pages/coursedescription.jsf?courseId=11281270&catalogId=301711
https://webgate.ec.europa.eu/ilp/pages/coursedescription.jsf?courseId=11281270&catalogId=301711
https://webgate.ec.europa.eu/ilp/pages/coursedescription.jsf?courseId=11281270&catalogId=301711
https://www.enterprise-development.org/implementing-psd/psd-in-fragile-and-conflict-affected/
https://www.enterprise-development.org/implementing-psd/psd-in-fragile-and-conflict-affected/
https://www.enterprise-development.org/implementing-psd/psd-in-fragile-and-conflict-affected/
https://assets.publishing.service.gov.uk/media/57bdc9cae5274a096b000012/Scoping_Study_BER_in_FCAS.pdf
https://assets.publishing.service.gov.uk/media/57bdc9cae5274a096b000012/Scoping_Study_BER_in_FCAS.pdf
https://assets.publishing.service.gov.uk/media/57bdc9cae5274a096b000012/Scoping_Study_BER_in_FCAS.pdf
http://www.gsdrc.org/wp-content/uploads/2015/09/Econdevfragilestates1.pdf
http://www.gsdrc.org/wp-content/uploads/2015/09/Econdevfragilestates1.pdf
http://www.gsdrc.org/wp-content/uploads/2015/09/Econdevfragilestates1.pdf
https://www.enterprise-development.org/wp-content/uploads/Rough-Guide-to-Investment-Climate-Reform-in-Conflict-Affected-Countries.pdf
https://www.enterprise-development.org/wp-content/uploads/Rough-Guide-to-Investment-Climate-Reform-in-Conflict-Affected-Countries.pdf
https://www.enterprise-development.org/wp-content/uploads/Rough-Guide-to-Investment-Climate-Reform-in-Conflict-Affected-Countries.pdf

GUIDELINES N°9 | BUSINESS ENVIRONMENT REFORM GUIDELINES

e The Conflict Sensitivity Screening Tool prepared for
DFID (2012). http://www.gsdrc.org/docs/open/st_dfid.
pdf

GOVERNANCE

Governance is not only a critical cross-cutting issue in
BER but at the core of BER interventions. Improving
how policies, laws and regulations are developed and
strengthened as well as how they are implemented in
the real world all relate to governance. Areas of inter-
vention include strengthening institutions, capacity
building and increasing transparency within the broad
functional areas (such as commercial dispute resolution)
as well as connecting governance with long-term sus-
tainable development. A critical element of governance
and implementation is transparency; corruption is cited
by firms in Africa as one of the most problematic factors
for doing business.

A number of ways to address governance issues within
interventions are set out in the EU Commission’s Tools
and Methods Series, Reference Document No. 4, Ana-
lysing and Addressing Governance in Sector Operations:

e Act Strategically: rather than adopting normative
approaches or control when supporting governance
reforms, focus on domestic governance — strengthen
domestic sector governance systems.

e Focus on basics first; governance changes take time

e Promote key governance principles: participation,
inclusion, transparency and accountability, and do so
in ways that fit in the country context.

More specifically for BER, improving the overall quality
of regulatory governance is also a priority, and consid-
ered by the DCED to be one of the ten main functional
areas of regulation. Interventions in this area include
improving the process of legal and regulatory reform,
including systematic review of existing legal and requla-
tory frameworks (e.g. regulatory guillotine), integrating
regulatory impact analysis (RIA) prior to the introduc-
tion of new rules, improving public private dialogue and
increasing transparency are all critical to business envi-
ronment reform.

e World Bank, ‘Better Regulation for Growth: Tools and
Approaches to Review Existing Regulations’ (Investment
Climate Advisory Services of the World Bank Group
in partnership with UKAid, 2010). http://documents.
worldbank.org/curated/en/201401468162836701/
Better-regulation-for-growth-governance-
frameworks-and-tools-for-effective-regulatory-
reform-tools-and-approaches-to-review-existing-
regulations

e Reqgulatory Governance in Developing Countries
(Investment Climate Advisory Services of the World
Bank, 2010) https://openknowledge.worldbank.org/
handle/10986/27881

e EU Commission, Tools and Methods Series, Refer-
ence Document No. 4, ‘Analysing and Addressing
Governance in Sector Operations’. https://ec.europa.
eu/europeaid/sites/devco/files/methodology-
tools-and-methods-series-governance-in-sector-
operations-200811_en_2.pdf

While this Reference Document is not specific to TPSD
actions, it provides practical methodologies for ana-
lysing sector governance which are directly relevant to
BER diagnostics and the design of BER interventions. For
example, Chapter 5 suggests ways for the EC to address
governance issues within interventions and sets out
operational guidelines:

e Act Strategically: rather than adopting normative
approaches or control when supporting governance
reforms, focus on domestic governance — strengthen
domestic sector governance systems.

e Focus on basics first; governance changes take time

e Promote key governance principles: participation,
inclusion, transparency and accountability, and do so
in ways that fit in the country context.

e The Ibrahim Index of African Governance (lIAG) is a
tool that measures and monitors governance perfor-
mance in African countries. Business environment is
one of the elements which are being measured and
monitored. For the year 2018, the report mentions
that the African average score for Business Environ-
ment is deteriorating by almost 5 points over the
last ten years. And it links this trend with the demo-
graphic trends of the continent: ‘Calling for attention
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is the trajectory of the African average score for
Business Environment. Deteriorating by almost -5.0
points over the last ten years, this is a worrying trend
given that the number of working age Africans (15-
64 years old) is expected to grow by almost another
30% over the next ten years’.

e The Bertelsmann Transformation Index (BTI) analy-
ses and evaluates the quality of democracy, a market
economy and political management in 129 develop-
ing and transition countries. It addresses whether and
how developing countries and countries in transition
are steering social change toward democracy and a
market economy. The Status Index, with its two ana-
lytic dimensions of political and economic transfor-
mation, identifies where each of the 129 countries
stand on their path toward democracy under the rule
of law and a social market economy. The Governance
Index assesses the quality of political leadership with
which transformation processes are steered.

e World Justice Project / Rule of Law Index http://
worldjusticeproject.org/rule-of-law-index

The Rule of Law Index (ROLI) measures the rule of law in
113 countries and jurisdictions based on household sur-
veys and expert surveys, and ranks each country globally
based on its score. The ROLI is intended to help iden-
tify strengths and weaknesses in each country, and help
inform policy debates. The following nine factors are
evaluated in each country and jurisdiction surveyed:

e (onstraints on government powers (constitutional
and institutional limits)

e Absence of Corruption in government agencies;
measures bribery, improper influence by public or pri-
vate interests and misappropriation of public funds or
other resources.

e Open government (whether basic laws and informa-
tion on legal rights are publicized, the quality of infor-
mation published by the government)

e Fundamental Rights (protection of fundamental
human rights)

e Order & Security (how well the country assures the
security of persons and property; three dimensions
are covered including crime, political violence such as
terrorism, armed conflict and political unrest, and vig-
ilante justice
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® Regulatory Enforcement (effective enforcement,
application without undue influence, timeliness, due
process and no expropriation of private property with-
out adequate compensation; the areas of regulation
include public health, workplace safety, environmen-
tal protection and commercial activity.

e Civil Justice (accessible and affordable, free of dis-
crimination, free of corruption, without improper influ-
ence by public officials, timeliness and quality of ADR

e (riminal Justice

e Informal Justice

The ROLI is complementary to the other comparative
indexes such as Doing Business. The factors meas-
ure the application of the rule of law in a broad sense
in practice (as opposed to a review of the law on the
books), is based on primary data, including surveys of
ordinary persons, and its culturally flexible. Unlike Doing
Business, ROLI does not identify priorities for reform or
provide case studies.

e Worldwide Indicators.  http://info.

worldbank.org/governance/wgi/#home

Governance

e Corruption perceptionindex. https://www.transparency.
org/country/

e National System Integrity Assessment. https://www.
transparency.org/whatwedo/nis/

ENVIRONMENT, CLIMATE CHANGE
AND NATURAL CAPITAL

It is essential and more important than ever, that the
preservation of environment, and the focus on climate
change mitigation and adaptation, be mainstreamed
into all development cooperation. It is accordingly crit-
ical that the environment be integrated into all BER
interventions, with a long-term approach to the con-
ditions for sustainable development and the manage-
ment of global public goods. This concern is particularly
relevant for Sub-Saharan Africa, where many countries
face increasingly serious climate change risks. The main
objectives of mainstreaming the environment and cli-
mate change include:

e |dentifying and avoiding harmful direct and indirect
environmental and climate impacts of programmes or
investments;


http://worldjusticeproject.org/rule-of-law-index
http://worldjusticeproject.org/rule-of-law-index
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e Recognising and realising opportunities for enhancing
environmental conditions, thereby bringing additional
benefits to development and economic activities;

e Scaling up best practices in terms of ecosystems ser-
vices and green jobs.

e Promoting improved environmental and climate
change dialogue with partner countries;

e |dentifying potential risks of an investment project
or technical assistance programme by assessing its
exposure and sensitivity as well as response capac-
ities in place to deal with existing or anticipated cli-
mate variability and change.

In terms of specific areas of BER several categories of
policies, laws and regulations protect or mitigate risks
to the environment, including for example industry reg-
ulations, construction permitting, and environmental
impact assessment requirements for new investments.
Resources and tools to facilitate the inclusion of envi-
ronment and climate change considerations in BER
interventions are set out in Annex 19.

The improvement of the business environment is directly
related to reforms ‘that improve the functioning of mar-
kets and reduce transaction costs and risks associated
with starting, investing in, operating and closing a busi-
ness. The Stern report has described climate change
as the world’s biggest market failure; we can confi-
dently also refer to the global environmental challenges,
including the loss of biodiversity, and other critical envi-
ronmental challenges (e.g. air pollution, water scarcity,
pollution by plastics) also as a result of market failures.
BER offers the potential to gear business developments
that, firstly, are dissociated from environmental degra-
dation, but that could also contribute to address global
environmental challenges.

The green economy model also allows to reduce risks to
businesses associated to the impacts on business fea-
sibility due to environmental degradation and climate
change. Take as examples businesses that rely heavily
on the availability and quality of natural resources such
as water and soil, as well as all those whose built capital
is exposed to extreme weather events.

BER should promote and support the transition to a
green economy, i.e. providing the basis for businesses
that are resource efficient, environmentally sustainable,
climate resilient and low carbon. Gearing BER towards a

green economy can bring about significant added value
in terms of, e.g. reduced operational costs associated to
resource efficiency (including energy efficiency), crea-
tion of green jobs, access to higher value niche markets
and innovation. Addressing environmental and climate
change concerns will also ensure that businesses remain
feasible under climate change (climate resilience) and
contribute to, rather than undermine, ecosystem ser-
vices upon which themselves and the broader popula-
tion depend.

Environmental Impact Assessment (EIA) is a decision-in-
forming tool that feeds into licensing procedures for
development proposals. It applies to developments with
potential significant impacts on the environment. It not
only helps competent authorities make an informed
development consent decision (based on environmen-
tal implications), but also provides elements to select
the best project design such that it minimises adverse
impacts on the environment and takes up opportunities
to contribute to environmental sustainability. Meaning-
ful opportunities for public participation are fundamen-
tal to effective EIA processes.

Business developments can also be subject to other
environmental licensing processes, e.g. in relation to
waste management and pollution control.

Sometimes it is tempting to greatly simplify EIA and
other environmental licensing procedures as a contribu-
tion to ease burden on the creation of new businesses.
However, care must be taken to ensure effective EIA and
other environmental licensing processes remain in place.

Nevertheless, in various countries there are indeed
opportunities to simplify EIA systems that are ‘all-en-
compassing’, i.e. that require ElAs for a very broad range
of activities. In most of such cases EIA systems become
burdensome on the administration and businesses and
ineffective; they often do not serve the purpose of guar-
anteeing the environmental sustainability of develop-
ments. In such cases there are opportunities to simplify
EIA systems, by limiting the activities that require an EIA
to those with significant potential impacts on the envi-
ronment, whilst maintaining rigorous procedural stand-
ards. Reducing the number of activities that require



an EIA to those where EIA can bring added value also
allows competent environmental authorities to be more
efficient.

Tax policy can be fundamental to gear business devel-
opment down the green economy pathway. Often the
onset of green businesses are hindered by the presence
of subsidies on fossil fuels or conventional technolo-
gies, possibly further affected by levies on the import of
cleaner technologies.

Business tax policy can complement broader fiscal
reforms (e.g. related to the elimination of perverse sub-
sidies and the promotion of cleaner technologies), by
rewarding businesses committed to green development
and penalising polluting and carbon intensive initiatives.

Investment policy plays an important role in attracting
the sort of investments a country is interested in. Pol-
icies can be designed so they attract clean businesses
and businesses that will create green jobs, whilst leaving
out polluting and carbon intensive developments. In a
similar manner, policies can be designed to require cer-
tain types of investors (e.g. minimum size, specific sec-
tors of activity) to regularly report on elements of their
responsible business conduct.

Although the aim of this area is to simplify customs pro-
cedures, it is important to ensure that these reforms do
not come in detriment of border controls aimed at con-
trolling e.g. illegal trade in banned pesticides and haz-
ardous wastes, wildlife trafficking and trade derived
from illegal logging. Moreover, green (together with
quality) certification standards and labels may enhance
access to international markets and global value chains,
which in turn benefits trading of sustainable commod-
ities (often at premium prices for local producers and
intermediaries), and strengthens commitments to sus-
tainable supply chains.
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This functional area offers significant opportunities to
facilitate access to finance aimed at the creation of
green businesses and the promotion of investments on
sustainable consumption and production (SCP) practices,
including the import of cleaner and low carbon technolo-
gies. Businesses that show commitment to resource effi-
ciency and cleaner production could be allowed easier
and cheaper access to finance.

The development of green(er) businesses can gener-
ate opportunities for the creation of green jobs (e.g. in
relation to renewable energies, waste management), a
demand which can many times not be met by the local
population. Vocational Education and Training (VET) can
be instrumental to foresee increasing demand in green
jobs, and ensure the training of the local population to
be able to satisfy those jobs.

Securing land and property rights will also have benefits
in environmental sustainability and climate resilience.
Secure land rights have shown to be a strong incentive
to invest in sustainable land management and climate
resilience measures.

Business and state dispute resolution over environmen-
tal conflicts is an increasingly common issue. Environ-
mental Dispute Resolution (EDR) may address conflicts
over a wide range of issues, such as land use, manage-
ment and development; resource allocation and man-
agement; and air quality and pollution. It may have a
significant effect both ‘upstream’, on policy making, and
‘downstream’ on the planning of investments, influenc-
ing (among others) permitting, licensing, and funding.
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Infrastructure is fundamental to provide the support
that is necessary for business development (e.g. secure
energy provision, transport, water supply and treatment,
waste management, ICT). Nevertheless infrastructure,
and especially linear infrastructure (e.g. roads, transmis-
sion lines), can be disruptive to the environment; as well
infrastructure can be at risk from climate change (e.q.
risk to physical integrity due to extreme weather events,
reduced availability of water resources) and environ-
mental degradation (e.g. deforestation leading to silta-
tion of hydroelectric dams). It is thus fundamental to
assist in securing infrastructure policies that promote
the most environmentally sustainable and climate resil-
ient options, as well as promoting infrastructure options
that are less carbon intensive (e.g. railway transport over
road transport) and that are multi-purpose (e.g. build-
ings that can also serve as emergency shelters, dams
that can be used to generate electricity whilst providing
flood control and water for irrigation).

Infrastructure policies must be accompanied by regula-
tions that are conducive to meet the policy objectives.
For example, requlations allowing the generation and
connection to the energy network of electricity gener-
ated from waste management (e.g. landfill gas).

Strategic Environmental Assessment (SEA) can be pro-
moted to ensure infrastructure policies and regulations
integrate environment and climate change, i.e. that they
are conducive to environmentally sustainable, climate
resilient and low carbon solutions.

Similarly to functional area 9, energy policy and requla-
tion must be conducive to environmentally sustainable,
climate resilient and low carbon options. In addition to a
clear emphasis on the promotion of renewable energy,
regulations must also be aligned to the policy objectives,
e.g. promotion of renewable energy can be accompanied
by regulations that allow energy production from inde-
pendent power producers.

Energy infrastructure policy making can also benefit
greatly from explicit efforts to integrate environment
and climate change through instruments such as the

Strategic Environmental Assessment (SEA). These can
allow to identify more sustainable options, e.g. guaran-
teeing the integrity of high value biodiversity corridors
in the context of hydroelectric power planning, or, prior-
itising lower impact options, such as energy efficiency to
reduce demand for infrastructure with larger footprints.

e DEVCO reference document on green economy, 2018.
https://europa.eu/capacity4dev/public-environment-
climate/discussions/reference-document-inclusive-
green-economy-eu-development-cooperation-now-
available

e Donor Committee for Enterprise Development ‘Busi-
ness Environment Reform and Green Growth: A
practical guide for policy practitioners’. https://cdn.
enterprise-development.org/wp-content/uploads/
GGWG_BERGuide_Final.pdf

e Environmental Performance Index (2016). https://epi.
envirocenter.yale.edu/

e The 2018 Environmental Performance Index (EPI)
ranks 180 countries on 24 performance indicators
across ten issue categories covering environmental
health and ecosystem vitality. These metrics provide
a gauge at a national scale of how close countries
are to established environmental policy goals. The EPI
thus offers a scorecard that highlights leaders and
laggards in environmental performance, gives insight
on best practices, and provides guidance for countries
that aspire to be leaders in sustainability.

e European Commission, ‘Guidelines on the Integration
of Environment and Climate Change in Development
Cooperation” December 2011.
capacity4dev/public-environment-climate/minisite/
tools-and-methods/new-guidelines-integrating-
environment-and-climate-change-eu-internationa

https://europa.eu/

e World Bank, Inclusive Green Growth: The Pathway
to Sustainable Development, 2012, World Bank,
Washington, DC. http://siteresources.worldbank.org/
EXTSDNET/Resources/Inclusive_Green_Growth_
May_2012.pdf

e UN ECE Green Economy Toolbox. http://www.unece.
org/fileadmin/DAM/GET/

e Green Growth Knowledge Platform (GGKP). http:/
www.greengrowthknowledge.org/about-us
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A Green Growth Knowledge Platform Scoping Paper,
Global. http://www.oecd.org/greengrowth/GGKP%20
Moving%20towards%20a%20Common%20
Approach%?200n%20Green%20Growth%?20
Indicators%5B19%5D.pdf

e OECD (2013) Towards Green Growth: Monitoring Pro-
gress — OECD Indicators, OECD, Paris. https://www.
oecd.org/greengrowth/48224574 pdf

e Danida (Forthcoming) Green Growth Guidance Note,
Danida, Copenhagen

e Danida (2013) A Greener World for All; NEC Strat-
egy, Strategic Framework for Priority Areas, Natu-
ral Resources, Energy, and Climate Change, Danida,
Copenhagen.  https://www.enterprise-development.
org/wp-content/uploads/Final_Report_Stocktaking_
of _DCED_Green_Growth_Working_Group_
Experiences.pdf

DIGITALISATION

The rapid spread and scale up of digital technologies
and services, also known as information and commu-
nication technologies (ICT), has global implications
and creates opportunities for sustainable development
and inclusive growth. The EU’s Digital4Development
approach aims to mainstream ICT in developing coun-
tries and across development cooperation. The Com-
mission is mainstreaming digital technologies across
four main priority areas: (i) access to broadband con-
nectivity and digital infrastructure, including the neces-
sary regulatory reforms; (ii) promotion of digital literacy
and skills, (iii) fostering digital entrepreneurship and job
creation; and (iv) promotion of the use of digital tech-
nologies as an enabler for sustainable development!“.
Because the ‘digital divide’ is the greatest in Africa, and
landlocked countries in SSA face particularly acute con-
nectivity shortcomings, the EU is prioritising the conti-
nent and one of the EIP Investment Windows is ‘Digital
for Development’.

Digital solutions are integrated into BER interventions in
numerous ways, for example through digitalisation of

4 European Commission
and Services into

Staff Working Paper,
EU Development Policy

‘Digitial4Development:
(2017).
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Digitalising Land Registration
Systems

Digital land registration systems offer critical
benefits, including greater efficiency as workflows
are streamlined and databases consolidated,
better data accuracy as records are up-to-date
and quality control is easier to assure, and secu-
rity as back-up copies can protect against natu-
ral disasters and conflict. Finally, computerisation
strengthens transparency by making records
accessible to all stakeholders.

There are three stages in projects for digitalising
land records:

e Before going digital: Review of legal frame-
works, cost-benefit analysis of technological
solution, assessment of human, social and
organisational factors;

e Going digital: Steps include digitalising the
land registry, scanning land ownership docu-
ments in order to end up with fully digital land
records;

e Going beyond digital: Offering online services
for land transactions, providing information on
the real estate market, and connecting the reg-
istry to other agencies.

Source: World Bank Doing Business 2016

registries, eServices, eGovernment and overall ICT sector
regulation?®. A few examples are presented below; ref-
erence is also made to the presentation of the ten func-
tional areas of BER in Section 2 above.

e Reform of national and regional regulatory frame-
works for affordable connectivity (telecom regulator
independence, interconnection prices, financing for
rural area connectivity)

Mainstreaming Digital Technologies
https://ec.europa.eu/digital-single-market/en/news/

digital4development-mainstreaming-digital-technologies-and-services-eu-development-policy

15 European Commission
and Services into

Staff Working Paper,
EU Development Policy

‘Digitial4Development:
(2017)

Mainstreaming Digital Technologies
https://ec.europa.eu/digital-single-market/en/news/

digital4development-mainstreaming-digital-technologies-and-services-eu-development-policy
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The EU-funded AfricaConnect2 (AC2)

The EU-funded programme AfricaConnect2 (AC2) contributed to the reduction of poverty and the digital divide
by, harnessing the potential of ICT for sustainable development in Africa. AC2 facilitated the creation and use of
regional education and research communication networks and high-capacity internet connectivity with a gate-
way to research collaboration between Africa and Europe. In terms of BER it addressed regulatory bottlenecks
related to internet infrastructure, connectivity, prices, and market regulations. The programme built on the ear-
lier AfricaConnect and EUMEDCONNECT projects, extending support to National Research and Education Net-
works (NRENSs) in Africa.

e AC2 led to: (1) an improvement in intra-regional and international connectivity for the research and educa-
tion community through their connection to networks. This included Cluster 1 — Southern and Eastern Africa
(UbuntuNet Alliance), Cluster 2 — West and Central African

e Research and Education Network, WACREN, and Cluster 3 — Arab States Research and Education Network,
ASREN, building on an existing EUMEDCONNECT network-; (2) secondly an increase in intra-regional and
international communication and collaboration between research centres and universities, including the
increased use of online applications for research collaboration; (3) and thirdly an increase in the responsibil-
ity of actors in the African regional research and education networks and overall improve institutional capac-
ity of West, Central and North African NRENs towards self-sustainability.

e AC2 helped to create intra-regional networks and interconnection to the Southern and Eastern African Ubun-
tuNet network and to Europe, in turn fostering collaborative research within Africa and between Europe
and Africa. It also led to upgraded international R&E connectivity in Cluster 3 for Algeria in 2015, and more
recently new connectivity for Egypt, Tunisia and Morocco, supporting the further deployment in or around
North Africa to create a stronger regional R&E community.

e AC2 featured a strong component of knowledge transfer in the managerial and technical aspects of the pro-
ject as well as strengthening institutional capacity as the West and Central African regional research infra-
structure and the national research networks.

e The value of AC2 in terms of business environment reform (BER) cannot be underestimated: enhanced inter-
net infrastructure, faster and more available broadband connectivity, lower internet prices, introducing com-
petition to tackle monopolies and address regulatory bottlenecks, closer collaboration between African and
European research institutions and the wider benefits of a more connected community of businesses and
government are all an essential part in improving the investment climate in Africa.

e Legal frameworks for privacy, data sharing, elD,
e-signature, etc.

e European Commission Staff Working Paper, ‘Dig-
itial4Development: Mainstreaming Digital Tech-
nologies and Services into EU Development Policy

e Policy and legal frameworks to promote innovation
and remove barriers, such as mobile payments

e E-government to improve services, cut costs and red (2017). https://ec.europa.eu/digital-single-market/en/
tape, such as business registration, licensing and One news/digital4development-mainstreaming-digital-
Stop Shops (0SS) technologies-and-services-eu-development-policy

e Court automation and case management systems for e E-Government Development Index 2018. https://
commercial courts publicadministration.un.org/egovkb/en-us/reports/
un-e-government-survey-2018ITU Global security
index, https://www.itu.int/en/ITU-D/Cybersecurity/
Pages/global-cybersecurity-index.aspx

e |CT to increase transparency and combat corruption,
for example the use of blockchain technology for cus-
toms clearance.
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e World Economic Forum Global Information Tech-
nology Report 2016. http://reports.weforum.org/
global-information-technology-report-2016/

e World Bank, ICT for Greater Development Impact,
Information & Communication Technology Sector
Strategy (2012). http://documents.worldbank.org/
curated/en/285841468337139224/pdf/715400WP
OWBGOIOsclosed0July02502012.pdf

e |llustrative Monitoring Indicators Relating to Dig-
italisation / Innovation and Technology: World Bank
Enterprise Surveys. http://www.enterprisesurveys.org

The Enterprise Surveys provide indicators that describe
several dimensions of technology use and innovation.
These indicators measure the extent to which firms
invest in obtaining recognized certificates of production
and accounting practices. Obtaining international qual-
ity certifications may support creating more efficient or
effective operations and improve employee’s motivation,
awareness, and morale. They also provide a sign of high
quality that may help reduce waste and increase pro-
ductivity. Additionally, these indicators demonstrate the
use of information and communications technologies
(ICT) in business transactions. ICT, such as the Internet,
are important tools for all firms because they provide
even the smallest of enterprises with the ability to reach
national and international markets at lower cost.
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. Percent of firms using technology licensed from

foreign companies

. Percent of firms having its own website

. Percent of firms using E-mail to communicate with

clients/suppliers

. Percent of firms that introduced a new product/

service

. Percent of firms whose new product/service is also

new to the main market

. Percent of firms that introduced a process

innovation


http://reports.weforum.org/global-information-technology-report-2016/
http://reports.weforum.org/global-information-technology-report-2016/
http://documents.worldbank.org/curated/en/285841468337139224/pdf/715400WP0WBG0I0sclosed0July02502012.pdf
http://documents.worldbank.org/curated/en/285841468337139224/pdf/715400WP0WBG0I0sclosed0July02502012.pdf
http://documents.worldbank.org/curated/en/285841468337139224/pdf/715400WP0WBG0I0sclosed0July02502012.pdf
http://www.enterprisesurveys.org
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OVERVIEW OF THE BER
DIAGNOSTIC PROCESS

Most business environment diagnostics include four
basic phases: the pre-diagnostic or design phase which
focuses on establishing the scope of the diagnostic, the
research phase, the stakeholder consultation phase and
finally the formulation of recommendations for reforms.

The EU has a long-standing record of public-private dia-
logue and consultation with stakeholders in general. In
what relates to dialogues around BER with partner coun-
tries, the EU has traditionally embedded this dialogue
in budget support, cooperation programmes, blending
programmes which include policy dialogue (in particular
EBRD led projects), or general policy dialogues. In African
countries, in order to further systematize the public-pri-
vate dialogue on investment climate issues, the Sustain-
able Business for Africa (SB4A) initiative was launched
in 2017 and encompasses the stakeholder consultation
phase. Figure 5.1 summarises these phases:

The pre-diagnostic phase determines the scope of a BER
diagnostic. Note that a pre-diagnostic phase may not be
necessary in all cases. For example, where the EU Del-
egation, partner international financial institutions (IFls)
and public and private stakeholders have already been
engaged in BER in the partner country, or structured
public-private dialogue has yielded a list of priority con-
straints that need to be addressed, there may already be
detailed terms of reference for an BER diagnostic, and
the diagnostic process can start.

Establishing this scope is likely to be an iterative pro-
cess that will have commenced in the context of struc-
tured dialogue, will continue throughout the research
and stakeholder consultation phases and will be influ-
enced by many factors. Government priorities, political
will and engagement of government is a pre-condition,
as well as the will to engage in this process by the pri-
vate sector. It is important that since the beginning the
government leads this process and engages with the
private sector. Government has to own the process and
then implement the reforms. Priorities of different stake-
holders (EU Delegation, EU Member States, IFls, other
donors) will also have an influence, as well as practi-
cal constraints such as the number of staff or experts
involved in the diagnostic and the resources available.

Regardless of the resources available for the diagnos-
tic, there will always be a trade-off between breadth
and depth. For example, if only a few technical areas are
selected, the team will be able to conduct more stake-
holder consultations, better analyse constraints and
start the process of identifying possible reforms. On the
other hand, considering a greater number of technical
areas for future programming also has its advantage,
such as increasing the probability of identifying key con-
straints to inclusive growth.

The diagnostic team will need to understand the underly-
ing policy goals for future BER interventions. For example,
supporting a drive for export-led economic transforma-
tion would require a different set of reforms to efforts

Figure 5.1: The BER Diagnostic Process
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to expand formal job creation in MSMEs. Government
officials may have goals that are distinct from those
of the EU Delegation; the diagnostic will provide valu-
able information for purposes of reconciling the goals.
For example, leaders may have made public pledges to
dramatically improve their country’s World Bank Doing
Business scores; meeting those goals will be a priority
for the government and can trump broader goals such
as inclusive growth. In such a case, constructive engage-
ment by a BER programme could mediate these goals
and use initiatives designed to improve scores to open
the door to reforms that also seek to meet other policy
goals. As key underlying reform goals of stakeholders
are identified, the BER diagnostic team should be able to
focus research and field work on specific technical areas.
Table 5.1 provides some guidelines linking selected pol-
icy goals to specific BER levels, functional areas and
cross cutting issues.

How Does the Relevant External Investment
Plan Investment Window Affect the Scope of
the Diagnostic?

If the diagnostic is taking place in connection with an
investment under the External Investment Plan (EIP), the
scope of the diagnostic will also depend on the specific
investment window. Table 5.2 provides some guidelines
linking selected policy goals to specific BER levels, func-
tional areas and cross cutting issues.

What Are the Objectives of the Diagnostic?

The scope of a business environment diagnostic will
depend not only on what level(s), functional areas or
cross-cutting issues are selected, but will also depend on
practical considerations such as available budget, who is
conducting the work, timing, and perhaps most impor-
tantly, the stated objectives of the diagnostic itself. The
expected outcomes and impact have to be defined as
well as the intervention logic.

A rapid diagnostic might cover a few of the bullet points
under the diagnostic phase (such as identifying the main
stakeholders, analysing major constraints and capac-
ity to implement reforms), while a more in-depth diag-
nostic might also include the collection and analysis for
baseline data, a more detailed analysis of constraints,
engagement with public and private sector stakeholders
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and recommendations for detailed legal, institutional,
procedural and technological solutions.

By way of illustration, at one end of the spectrum, diag-
nostic assessments conducted under the USAID-funded
Business Climate Legal and Institutional Reform (Biz-
CLIR) programme were broad in scope (covering 6 to 12
functional areas, in many cases including all 10 Doing
Business technical areas, but with far more detail),
required large teams of international and local consult-
ants (6-10), several weeks of in-country consultations,
interviews of 200-300 people, multiple roundtables and
had as deliverables detailed recommendations on pro-
gramming options for USAID missions and stakeholders
in the host country. BizCLIR reports are accordingly very
detailed and typically 80 to 150 pages long. The cost
averaged USD $225,000 per assessment, and USAID
ultimately did not extend the programme, in part due to
high cost of the diagnostic processt.

In contrast, the DFID Business Environment Reform
Facility (BERF) conducted focused diagnostic investment
climate assessments at the request of DFID Country
Offices, typically addressing three or four technical areas
or a single sector. These assignments were conducted
by one or two experts, typically a team of an interna-
tional and a national expert, over a short period of time.
The diagnostic reports, are 25-35 pages long and do
not provide as detailed programming recommendations
as do BizCLIR reports. This reflects the fact that DFID-
funded programmes typically include six-month design
or inception phases, during which the implementing
team conducts detailed diagnostic work and stakeholder
consultation.

Whenever the EU Delegation in a host country con-
tracts with outside experts to conduct the diagnostic
assessment, the terms of reference should reflect the
agreed-to scope and should list detailed deliverables.

What Has Already Been Done in the Partner
Country?

The last decade has seen many business environment
reforms in countries across Sub-Saharan including
locally driven reforms spearheaded by national requla-
tory reform committees, regional legal harmonisation
initiatives, and bilateral and multilateral donor-funded

1 USAID, Evaluation of USAID BizCLIR Program, conducted by AMEX International Inc. (February 28, 2011)
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Table 5.1: Matching Underlying Policy Goals to Specific BER Interventions

Underlying Policy

Goals

Level(s)

Functional Areas of
Regulation

Cross-
Cutting Issues

Inclusive Growth /
Job Creation

National, Subnational, Sectoral.
Sectors identified in inclusive
growth diagnostics (IGD)

Business Registration/Licensing,
Trade Facilitation, Access to
Finance, Improving Labour Laws,
Access to Commercial Justice

Gender, Youth, Decreasing
Informality / Supporting
MSMEs, Fragility (as applica-
ble), Governance, Environment
| Climate Change

Inclusive Growth
in Targeted Sub-
National Areas

National and Subnational
(with a focus on local imple-
mentation of national level
laws and regulations; Sectoral
(w/ focus on specific sectors
identified as important to
targeted region).

Business Registration /
Licensing, Trade Facilitation,
Access to Finance, Improving
Land Titles and Construction
Permits

Gender, Youth, Decreasing
Informality / Supporting
MSMEs, Fragqility (as applica-
ble), Governance, Environment
| Climate Change

Formalisation,
Strengthened
MSMEs

National, Subnational, Sectoral.
Focus on sectors identified in
IGDs where MSMEs have most
potential or play a major role

Business Registration /
Licensing, Trade Facilitation,
Access to Finance, Improving
Labour Laws, Improving

Overall Quality of Regulatory
Governance, Commercial Justice

Gender, Youth, Decreasing
Informality / Supporting
MSMEs, Fragqility (as ap-
plicable), Transparency/
Anticorruption, Governance,
Environment / Climate Change

Increased FDI

Regional, National, Sectoral.
Specific sectors identified as
key for FDI

Tax Policy, FDI/Investment Policy,
Facilitating Trade, Improving
Land Titles and Administration,
Commercial Justice

Governance, Environment /
Climate Change,

Compliance with
Trade Agreements or
Treaties

Regional, National

Tax Policy and Administration,
Investment Policy, Facilitating
Trade, Specific areas of legal or
regulatory reform identified in
trade agreements or treaties

Governance, Environment /
Climate Change,

Harmonisation of
Laws & Regulations

Regional, National

Potentially all; depends on the
underlying treaty or agreement
(e.g. OHADA)

Governance, Environment /
Climate Change,

Improved Doing
Business Scores /
Visible Legal and
Regulatory Reforms?

National

Focus on DB Indicators that

can be improved with legal and
regulatory reforms. Focus on DB
reforms that have not been un-
dertaken yet.

Governance, Environment /
Climate Change,

! Note that improving index scores for its own sake is not a compelling policy goal, but such improvement may have been
promised by public sector officials and such reforms can constitute an entry point for further public private dialogue and

reform.
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Table 5.2: Matching EIP Investment Window to Specific BER Interventions

Underlying IEP

Investment Window Level(s)

Cross-
Functional Areas of

Regulation Cutting Issues

National, Subnational, Sectoral
MSME Financing (Focus on sectors identified
as key for MSMEs)

Business Registration /
Licensing, Investment
Policy, Access to Finance,
Trade, Labour Policy /
TVET, Commercial Dispute
Resolution

Gender, Governance,
Youth, Inclusive Growth
/ Supporting MSMEs,
Fragility (as applicable),
Digitalisation

Sustainable Energy Regional, National, Subnational,
and Connectivity Sectoral (Energy, Infrastructure)

Governance, Environment
Investment Policy, Access / Climate Change,

to Finance Fragility (as applicable),
Digitalisation

National, Subnational, Sectoral

Sustainable Cities (Energy, Infrastructure)

Gender, Governance,
Youth, Environment /
Climate Change, Inclusive
Growth / MSMEs,
Fragility (as applicable),
Digitalisation

Tax Policy, Investment
Policy, Access to Finance

|/ Regulation of Financial
Sector, Land and Property
Rights

Business Registration

& Licensing, Tax Policy, Gender Governance

Sustainable Regional, National, Sub-national, = Investment Policy, .
. ) . Youth, Environment /
Agriculture, Rural Sectoral (Agriculture and | Trade Policy, Access to ; )
L ) : Climate Change, Inclusive
Entrepreneurs and Agribusiness), Subsector / | Finance, Labour Policy, o
. . . . i Growth / MSMEs, Fragility
Agri-business Value Chain Specific Land & Property Rights, )
. (as applicable)
Commercial Dispute
Resolution
Tax Policy and
Digital for Regional, National, Sub- Adm|n|strat.|on, Trade, Goverpance, Youth,
Development national. Sectoral Access to Finance, Labour | Inclusive Growth / MSMEs,
P ’ Policy / TVET Policy, Digitalisation

Investment Policy

initiatives such as the Investment Climate Facility for
Africa, the EU-funded ACP Business Climate Facility, and
country-specific bilateral donor programmes throughout
SSA. Accordingly, ascertaining what has already been
done in the partner country in terms of diagnostics and
business environment reform is an important part of the
pre-diagnostic and research phase.

Tools and Resources:

e Publications / Websites of the Business Environment
[ Investment Climate Reform Committee for the Part-
ner Country. Many countries have established national
business environment or regulatory reform commit-
tees; obviously contacting such a committee will be a
key first step, one that will likely already have been
made by the EU Delegation.
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e EU Delegation in Partner Country. Existing Assess-
ments, Reports and other documentation produced or
collected by the EU Delegation will also help deter-
mine what has already been done in the partner
country in terms of business environment reform ini-
tiatives. For instance, chapters/provisions and related
reports of a Free Trade Agreement (FTA) with the
partner country contain relevant elements to the
domestic business environment, as well as analysis
and reports related to budget support programmes.

e ACP Business Climate Facility (BizCLIM) funded by the
EU. This completed programme supported initiatives
in a number of Sub-Saharan countries.

e DFID Business Environment Reform Facility
(BERF). BERF wundertakes research on business
environment best practices as well as diagnos-
tic assessments for DFID. This research, as well
as a number of recent country-specific BER diag-
nostic studies are available on the BERF web-
site.  https://www.gov.uk/government/organisations/
department-for-international-development/about/
research

e USAID Development Experience Clearinghouse (DEC).
USAID’s knowledge management website is a reposi-
tory of USAID project reports and studies and can be
a valuable resource. This website is relatively easy
to navigate. Searching by country with no filters will
yield the best search results. https://dec.usaid.gov/
dec/home/Default.aspx

e African Development Bank. The AfDB’s documents
are organised by country, with a variety of resources
available.
publications/

https://www.afdb.org/en/knowledge/

e Other Ad Hoc Publications: Researchers should look
for reports and publications from other international
donor agencies and regional and partner country aca-
demic institutions, think tanks, government agencies
and civil society organisations.

e Broader Trade and Private Sector Development
Research: Just as the business environment and
investment climate reform are elements of the wider
trade and private sector development that the EU
supports in partner countries, the design of an BER
diagnostic should take into consideration broader
economic development, trade and private sector
development (PSD) research that has already been
done with regard to the partner country, including

national economic development strategies, PSD pol-
icy documents and inclusive growth diagnostics and
similar efforts to identify key job-creating sectors in
that country.

As the scope of the BER diagnostic is established, the
diagnostic team will commence conducting research
and review of existing documentation. For example, the
team may meet with partner country government offi-
cials and private sector representatives to obtain stud-
ies and background materials on existing initiatives.
If there are international consultants selected to con-
duct the diagnostic, those experts will typically conduct
research and review documents prior to the country visit.
Thorough desk review of all this research is critical to
conducting stakeholder consultation and analysis (See
Section 5 below).

Guidance on research existing resources from ongoing
and recent BER initiatives, country-specific global publi-
cations, and global surveys, indices and datasets reports
are set out below.

Country-Specific Research: Standardized BER
Assessments

World Bank / Investment Climate Assessments (ICA).
These detailed assessments are run by the Investment
Climate Department of the Private Sector Development
Vice-Presidency Unit in response to requests from the
field structures. Investment Climate Assessments iden-
tify key constraints to growth in a country and areas for
reform. These reports analyse perception of entrepre-
neurs and firm performance in the country and their link
to quantitative data found in investment climate sur-
veys. ICAs have been prepared for over 60 countries
(either covering the overall business environment or a
specific sector) and several regions. If there is an ICA for
the subject country, it is typically a very useful resource
for a BER diagnostic: http://documents.worldbank.org/
curated/en/docsearch/document-type/904594

USAID Business Climate Legal and Institutional Reform
(BizCLIR). BizCLIR assessments are detailed diagnos-
tic studies of the business environment, combining a
review of legal and regulatory frameworks as well the
social and economic context. In total, eleven BizCLIR
assessments were conducted between May 2007 and


https://www.gov.uk/government/organisations/department-for-international-development/about/research
https://www.gov.uk/government/organisations/department-for-international-development/about/research
https://www.gov.uk/government/organisations/department-for-international-development/about/research
https://dec.usaid.gov/dec/home/Default.aspx
https://dec.usaid.gov/dec/home/Default.aspx
https://www.afdb.org/en/knowledge/publications/
https://www.afdb.org/en/knowledge/publications/
http://documents.worldbank.org/curated/en/docsearch/document-type/904594
http://documents.worldbank.org/curated/en/docsearch/document-type/904594

November 2010 including in Tanzania, Rwanda, Burundi,
Uganda, Kenya and Zimbabwe. Even though these are
out of date and cover only a limited number of coun-
tries, BizCLIR reports are useful resources. Many ele-
ments of the BizCLIR methodology have been adapted
for this Toolkit. Unfortunately, the website is no longer
available, so each report must be searched for individu-
ally on the Web.

The Economist Intelligence Unit (EIU). The EIU prepares
country-level studies and reports on countries as well as
a wealth of economic data. http://country.eiu.com

Global Surveys, Indexes and Datasets

The following resources cover most countries in the
world using standardized indicators.

World Bank / Doing Business Survey. A country-specific
report which includes the country’s regional ranking as
well as its distance to frontier (DTF) score can easily be
generated from the Doing Business website (http://www.
doingbusiness.org/).

World Bank / Enterprise Surveys. An Enterprise Sur-
vey is a firm-level survey of a representative sam-
ple of an economy’s private sector. The surveys cover
a broad range of business environment topics including
access to finance, corruption, infrastructure, crime, com-
petition, and performance measures. Since 2002, the
World Bank has collected this data from face-to-face
interviews with managers and business owners in over
130,000 companies in 135 economies. The Enterprise
Surveys ‘Country Profiles’ provide key business environ-
ment indicators for a country with benchmarks against
their respective regional and income groups. http://www.
enterprisesurveys.org/about-us

World Bank / Business Environment Snapshots: Business
Environment Snapshots is a ‘one-stop guide’ to business
environment indicators, laws, and World Bank Group
project information for 183 countries. It is currently lim-
ited to World Bank group materials. http://rru.worldbank.
org/besnapshots/

World Economic Council / Global Competitiveness Index
(GCI). The GCl assesses the competitiveness landscape of
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140 economies, providing insight into the drivers of their
productivity and prosperity. Using the website, it is easy
to generate a country/economy profile. Note that only a
few of the 12 GCl pillars are directly relevant to BER and
unlike Doing Business, the GCl is based primarily on other
indices rather than primary data and it does not provide
guidance on specific reforms: http://reports.weforum.org/
global-competitiveness-report-2015-2016/

The lbrahim Index of African Governance (IIAG) meas-
ures and monitors governance performance in African
countries. Business environment is one of the indicators
of the IIAG index. https://mo.ibrahim.foundation/iiag

The Bertelsmann Transformation Index (BTI) analy-
ses and evaluates the quality of democracy, a market
economy and political management in 129 developing
and transition countries. https://www.bti-project.org/en/
home/

While the research work outlined in Section 3 above is an
important first step in the diagnostic process, in-country
meetings with public and private sector stakeholders will
be necessary. The research, the results of any public-pri-
vate dialogue,as well as input from main local stake-
holders of the private and public sectors, including MSEs,
women and young people, the EU Delegation, resident
EU Member States, the European private sector and IFI
partners will all provide relevant inputs in the process of
determining the scope of the stakeholder consultation
and the persons interviewed.

In countries where a business environment or invest-
ment climate reform committee has been established,
that committee will likely also be a starting point for the
stakeholder consultation process.

The consultation of stakeholders which are usually
underrepresented in existing public-private dialogue
spaces is very important. This is the case for namely
MSEs, women, rural, smaller and informal businesses
and young people, as it has been acknowledged by the
SB4A state of play report?.

2 Sustainable Business for Africa (SB4A) State of Play Report, 2019, DEVCO C4/TPSD Facility. Available at the DEVCO TPSD
Knowledge sharepoint: https://myintracomm-collab.ec.europa.eu/networks/Textiles/SitePages/Home.aspx


http://country.eiu.com
http://www.doingbusiness.org/
http://www.doingbusiness.org/
http://www.enterprisesurveys.org/about-us
http://www.enterprisesurveys.org/about-us
http://rru.worldbank.org/besnapshots/
http://rru.worldbank.org/besnapshots/
https://myintracomm-collab.ec.europa.eu/networks/Textiles/SitePages/Home.aspx
http://reports.weforum.org/global-competitiveness-report-2015-2016/
http://reports.weforum.org/global-competitiveness-report-2015-2016/
https://mo.ibrahim.foundation/iiag
https://www.bti-project.org/en/home/
https://www.bti-project.org/en/home/
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Public-private dialogue can be instrumental in facilitat-
ing the structural transformations which are necessary
to generate outcomes. It can also identify obstacles to
achieve these goals. Effective public-private dialogues
can significantly contribute to sustainable growth. For
instance, Ethiopian textile industry has a long tradition
that started during the era of Italian colonization. The
Ethiopian case is interesting because it shows how it is
possible to stimulate the production of the raw material
starting from the production of value added goods. In
fact, the development of the textile industry and its suc-
cessful integration in the global production chain has led
to investments for the production of cotton. With 3 mil-
lion acres potentially cultivable within the country, the
government has already developed a strategic plan for
cotton (2015-2030) that can potentially attract invest-
ments and create decent jobs.

Key informant interviews are qualitative, in-depth inter-
views of individuals selected for their first-hand knowl-
edge of the business environment constraints and
initiatives to address those constraints. Such interviews
are critical to understanding underlying motivations,
behaviours and perspectives of the many stakeholders
in the business environment. Key informants can help
the diagnostic team understand the underlying politi-
cal, social and economic issues, as well as to formulate
recommendations®.

Steps in Conducting Key Informant
Interviews

Step 1: Formulate Questions. The preliminary
research (described in Section 3 above) will help formu-
late the areas for interviews.

Step 2: Prepare a Short Interview Guide. This will be
a short list of questions (usually no more than a dozen),
tailored to the area being examined.

Step 3: Select Key Informants. During the research,
the diagnostic team should be compiling a list of key
institutions that the team should meet with. By way of
illustration, for many areas of BER, that list will include
parliamentary committees,

government  agencies,

commercial courts, business associations, chambers of
commerce, workers’ associations, legal practitioners,
civil society leaders, academic institutions, think-tanks,
and businesses ranging in size from sole proprietorships
to multinational corporations. That list should be circu-
lated and discussed with the EU Delegation and partner
IFls (and/or other donor agencies).

Where possible, the diagnostic team should try to iden-
tify individuals with a diversity of political, social and
cultural perspectives, so as to get a realistic assess-
ment, including of which reforms are likely to get gov-
ernment support, who the winners and losers are from
reform, and so forth. This analysis should follow a theory
of change of the reform/s.

Step 4: Contact Institutions and Individuals to
Set up Interviews. The use of senior national experts,
whether they are part of the EU Delegation staff or con-
sultants, is highly recommended for this part of the
interview process. Such national experts can play a crit-
ical role in identifying and contacting potential inter-
viewees, respecting protocol, obtaining the necessary
permissions, arranging meetings and maintaining the
schedule. All experts involved in the diagnostic should
consider political and cultural sensitivities and follow
directions from the EU Delegation leadership in terms
of meetings. For example, the EU Delegation staff may
not want the diagnostic team to contact certain minis-
tries, or may want to avoid any mention of projected

Transparency with Respect to
Interviewees

It is critical that interviewees be fully informed
in advance of the context of the visit to avoid
any misunderstandings. A government official or
civil society leader may mistakenly assume that
the meeting is an introductory visit for a new,
approved EU funded programme rather than part
of an initial diagnostic. Local consultants strug-
gling to get appointments may be tempted to
mislead potential interviewees by suggesting that
a meeting will result in future funding, so it is crit-
ical to issue clear directives to local consultants.

3 USAID Center for Development Information, ‘Performance Monitoring and Evaluation Tips: Conducting Key Informant Interviews

(1996)



assistance funding levels under the EIP. Likewise, pro-
tocol considerations may preclude meetings with gov-
ernment officials above a certain level, or with judges
unless ministry of justice and court president’s approval
has been obtained.

Step 5: Conduct Interviews. The nature of the inter-
view will of course vary according to the context. A few
key issues to keep in mind include the need to explain
the purpose of the interview, the intended use of the
information and the confidentiality. Interviewers should
use probing techniques and should maintain a neutral
attitude. Many interviewees, particularly in government
agencies, will

Step 6: Take Adequate Notes. The team should take
detailed meeting notes and should record contact infor-
mation for each interviewee. In some cases, interview-
ees may ask that their name not be made public and
that request should obviously be respected. The notes
should be summarised and compiled so that the whole
team (and future initiatives) can access them.

Stakeholder Focus Groups / Roundtables

If time and resources permit it, informal roundtable
events or stakeholder focus groups can complement
the key informant interviews, as well as set the stage
for future public-private dialogue. These events can be
organised around specific BER issues or sectors, or geo-
graphically where there is a subnational focus, and can
bring together public and private sector stakeholders. If
structured dialogue (or national public private dialogue)
has already taken place on the issue, existing plat-
forms may be used. Focus groups are particularly use-
ful for collecting qualitative information that may not
have been picked up through formal interviews or sur-
veys. This becomes important when working on gender
issues in particular, as many issues affecting women,
such as restrictions on interacting with male officials or
unpaid work in family businesses, are not easily identi-
fied in more formal settings. Engaging women directly in
diagnostic assessments is therefore crucial. The World
Bank/IFC have used ‘women in business’ forums, where
women have been able to articulate successes and chal-
lenges in operating a business, as a basis for diagnosing
and designing solutions to business environment con-
straints for women.
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Another option is to hold a formal roundtable at the end
of the assessment, which can provide an opportunity
for the assessment team to present and discuss its ini-
tial conclusions with IFI partner and other donor agency
staff, representatives of the host country government,
and many of the individuals interviewed over the course
of the assessment. The roundtable creates a forum for
sparking a public-private dialogue that the EU Delega-
tion and future BER programmes can maintain and nur-
ture through future events.

Meetings with other Development Partner
Programmes

There are usually a number of donor-funded economic
development programmes and business environment
reform initiatives in EU partner countries in SSA. Under-
standing what reforms are being supported by these
programmes, what local stakeholders they are work-
ing with and meeting with the local teams can all be
extremely useful to the BER diagnostic team. Other
donor programmes can provide information and reports
that may not be available elsewhere and can provide
invaluable background information, esp. those by EU
Member States within a overall agreed approach of
‘working better together’ at country level. The EU Del-
egations will usually have coordinated with these pro-
grammes, either locally or through headquarters and
will be familiar with existing donor coordination mecha-
nisms and relationships. There is considerable co-fund-
ing and collaboration between bilateral and multilateral
donors in the area of BER. Depending on the person-
alities involved however there can also be complicated
relationships between donor programmes.

Business environment reforms—no matter how much
they are presented as neutral and technical—involve
political and economic interests and usually have win-
ners and losers. Ruling political and economic elites may
have a very strong motivation to resist changes to the
status-quo. Allegations of corrupt practices in an BER
diagnostic report can result in reprisals against a donor
programme. Accordingly, political economy analysis
(PEA) can and should be used at all phases of BER pro-
grammes, including during the diagnostic process. PEA
can help identify underlying policy goals, match those
goals to specific reforms and allow politically smart
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analysis. PEA should likewise inform the desk research
and field work.

PEA should not only be donor based but also include an
analysis of less and more economic empowered groups
and the existing dynamics that govern or influence their
capacity of improving their opportunities.

The resources listed below can help integrate PEA into
the diagnostic; for example, the 2011 DCED guide on
PEA for BER provides a list of useful questions to help
guide the analysis* Likewise, in fragile and conflict
affected states (FCAS), the EU Staff handbook on Oper-
ating in Situation of Conflict and Fragility and the online
course on Conflict Sensitivity® will help PEA®.

Resources: Political Economy
Analysis (PEA)

e Peter Davis, The Political Economy of Business
Environment Reform: An Introduction for Prac-
titioners (DCED, May 2011), available at https://
cdn.enterprise-development.org/wp-content/
uploads/Political_Economy_An_Introduction_
for_Practitioners.pdf

e DFID Legal Assistance for Economic Reform
Programme  (LASER), Politically
approaches to donor investment climate pro-
gramming: A Guidance Note (February 2016)

smart

e DFID, Political Economy Analysis How to Note
(2009)

e V. Bruce Tolentino, From Analysis to Imple-
mentation: The Practice of Political Economy:
Approaches to Economic Reform (2010)

e Joy Moncrieffe and Cecilia Luttrell, An Analyti-
cal Framework for Understanding the Political
Economy of Sectors and Policy Arenas (Over-
seas Development Institute, 2005).

Conflict sensitivity means ensuring that, to the best of its
abilities, EU actions (political, policy, external assistance)
avoid having a negative impact and maximise the posi-
tive impact on conflict dynamics, thereby contributing to
conflict prevention, structural stability and peace build-
ing’. All EU action in a conflict affected setting can, and
is likely to, have an impact on the conflict.

Given that countries that could be or are affected by vio-
lence and conflict are highly diverse, EU actions in a third
country have to take account of and be adapted to the
key dynamics of conflict that are highly context specific.
Emerging best practice highlights the importance of the
use of conflict analysis in the assessment of the context.

A conflict analysis uses a structured framework as the
basis for information gathering, analysis, apprecia-
tion of the realms of the possible and prioritisation of
responses. A range of conflict analysis frameworks and
tools have been developed.

Resources: Conflict Analysis

e EU Staff Handbook on operating in situa-
tion of conflict and fragility. https://op.europa.
eu/en/publication-detail/-/publication/ledfla21-
6986-4ccf-9f28-27898a6601b7/language-en/

format-PDF/source-121037069

e Guidance note on the use of Conflict Analysis in
support to EU external action. https://europa.eu/
capacity4dev/public-fragility/wiki/guidance-note-use-
conflict-analysis-support-eu-external-action

e DEVCO online course on Conflict Sensitivity. https://
webgate.ec.europa.eu/devco-academy/enrol/index.
php?id=71

e USAID Conflict Assessment Framework. https://pdf.
usaid.gov/pdf_docs/pnady739.pdf

4 P.Davis (2011) The Political Economy of Business Environment Reform: An Introduction for Practitioners, (DCED)

> DEVCO online course on Conflict Sensitivity: https://webgate.ec.europa.eu/devco-academy/enrol/index.php?id=71

& EU Staff handbook on Operating in Situation of Conflict and Fragility: https://op.europa.eu/en/publication-detail/-/
publication/ledf1a21-6986-4ccf-9f28-27898a6601b7/language-en/format-PDF/source-121037069

7 Guidance note on the use of Conflict Analysis in support to EU external action, https://europa.eu/capacity4dev/public-fragility/
wiki/guidance-note-use-conflict-analysis-support-eu-external-action
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All the steps of a BER diagnostic — the research, stake-
holder consultation and constraint analysis — ultimately
serve to develop recommendations for reforms and sug-
gestions for the design of technical assistance or sup-
port to an investment project. These recommendations
are the most important deliverable from a BER diagnos-
tic. The scope of the diagnostic will of course determine
the nature of the recommendations. Below some gen-
eral guidance on developing and presenting recommen-
dations for reform are outlined.

Analysis across the four dimensions of BER:
Policy, Legal and regulatory, Institutional
and Social and political

Any of functional or technical areas being examined as
part of an BER diagnostic should be analysed under the
four dimensions of BER: Policy, Legal and Regulatory
Frameworks, Institutions and Social and Political. Indeed,
each functional area of BER is not just a set of ‘technical
issues’ requiring a legislative or regulatory fix. Instead,
effecting change and addressing constraints to growth
in each area will involve engaging with a multi-institu-
tional, political environment whose complexity includes
layers of history, as well as a range of different interests,
incentives and perspectives®.

The BER diagnostic process — whether it's done in the
context of preparing for a major investment under the
EIP or the first step in designing and implementing a
multi-year programme — will not be able to address
or even identify all of these factors. However, adopting
the approach set out below will diagnostic team start
the analytical process and set the stage for a ‘politically
smart’ approach. As the team undertakes the research
and the field work, it will analyse each selected func-
tional area of regulation along the four dimensions.

Some of the key questions that can be asked under each
of these dimensions are set out below:

Policy: How effective is the policy-making process? How
do stakeholders provide input into policies? For example,
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at the sector level, are national policies aligned with pri-
vate sector actors working in the sector?

Legal and Regulatory Framework: How closely do
existing laws and regulations reflect global standards?
Are those global standards relevant? How well do they
respond to commercial realities? Do embedded incentive
structures track social and economic objectives?

Implementing Institutions: How well do administra-
tive agencies and courts carry out their duties in terms
of efficiency, transparency, and predictability? Do institu-
tional behaviours create barriers to participation and pre-
dictability? In terms of supporting institutions: how deeply
rooted in civil society are the laws and institutions that
governs economic life? Do the many needed individual
parts of the ‘system’ exist, and if so, do they work together
efficiently? What evidence is available as to whether laws
and regulations are implemented in practice? What are
the incentives of the key stakeholders regarding imple-
mentation? Who will win and who will lose?

Social and Political Dynamics: How is economic
power distributed? How do economic and political inter-
ests combine? How far does policy and the legal/regu-
latory framework actually quide decisions over business
registration, granting licences etc. against informal and
corrupt practices — are we operating in a rules-based
or a deals-based environment? How well do administra-
tive and legal systems respond to users’ evolving needs?
How receptive to change are the key stakeholders? What
forces or factors govern the pace and direction of change
in the system? Are specific ethnic groups or disadvan-
taged groups subject to discrimination and/or exclusion
in the business environment (both the formal framework
and informal practices)? Will conflict or fragility affect
how regulations get implemented, or how the reform
process will work? What are the key barriers to women’s
economic empowerment, and what do we know about
how the business environment is different for women?

Designing gender-sensitive BER
interventions

When designing gender-sensitive solutions to busi-
ness environment constraints, stakeholders need to

8 DFID Legal Assistance for Economic Reform Programme (LASER) (2016) Politically smart approaches to donor investment cli-
mate programming: A Guidance Note, referencing J. Boulton (2015) Embracing Complexity — Strategic Perspectives for an age

of turbulence. Oxford University Press
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adapt some of their more traditional approaches and
interventions to address the specific factors that affect
women. Solutions will differ widely depending on geo-
graphical, political and social context and this guide only
aims to provide preliminary recommendations to prac-
titioners for solutions design. However, below are some
of the most common approaches that can be consid-
ered for addressing gender constraints to the business
environment.

Support formalisation while protecting informal
workers: It is widely recognised that there are many
benefits to enterprise formalisation. Business own-
ers can increase the productivity and growth of their
business by gaining access to finance and technology
while workers gain access to social protection as well
as safety through more regulated working arrange-
ments. Women, in particular, stand to gain from formal-
isation given the current high concentration of women
in the informal sector. However, it should also be rec-
ognised that the informal economy represents a signif-
icant portion of the existing labour market, accounting
for over half of global employment and as much as 90%
of employment in some of the poorer developing coun-
tries®. So while formalisation is desirable, informality
cannot be ignored and those operating in the informal
sector need to be protected from the associated risks.
Donors should therefore reform the business environ-
ment in a manner that encourages progressive formal-
isation while supporting those operating in the informal
sector in the meantime through reforming legal frame-
works to protect informal workers and their livelihoods;
protecting informal workers’ rights; investing in childcare
for children of informal workers etc.1°

Adapt financial inclusion approach to women: With
access to finance being one of the main constraints to
women’s participation in the economy, increasing finan-
cial inclusion should be central to any donor intervention
tackling business environment reform. However, when
working to improve financial inclusion for women, donors
should adapt their approach as women have different
needs than men given the specific economic and social

constraints they face. According to the Global Banking
Alliance for Women, women want different things from
a bank than men, which requires a diversified approach.
Such an approach should combine financial services
with access to information, education and networks!!.

Design gender-sensitive infrastructure solutions:
The IMF has argued that improving women'’s labour mar-
ket potential can bring significant macroeconomic gains.
Similarly, according to McKinsey & Company, advanc-
ing women'’s equality could add $28 trillion of additional
annual GDP in 2025. Increasing women’s labour force
participation should therefore be a principal objective for
donors working on business environment reform. This
requires addressing constraints faced by women both
in the workplace and at home by investing in infrastruc-
ture and labour-saving technologies. In the workplace,
the creation of gender-sensitive infrastructure can help
increase women’s labour force participation, such as the
provision of gender-segregated toilets, safe transporta-
tion for women to and from work and work-based child-
care facilities'2. At home, addressing the time poverty of
women by reducing the burden of unpaid work is essen-
tial. This requires facilitating access to basic infrastruc-
ture, particularly water and electricity, and investing in
labour-saving technologies, such as stoves that burn
kerosene or gas.

Increase women'’s voice: Increasing women’s voice in
the business environment reform process is essential to
improving women’s participation in the economy, which
in turn can positively impact economic growth. Donors
should therefore focus on ensuring that women are well
represented in all stakeholder groups both at govern-
ment-level and community level. At government level,
women should be adequately represented in parliament
and public institutions so that they can have an influence
on reforms and policy formulation. At community level,
donors should focus on ensuring that women are rep-
resented at senior levels within the private sector and
within civil society organisations, including women'’s pro-
fessional associations. This requires establishing pub-
lic-private dialogue mechanisms that include women

S The Informal Economy — A primer for development professionals on the importance of the informal economy in developing
countries, Muyeye Chambwera, James MacGregor and Antonia Baker, International Institute for Environment and Development,

2011
10 http://www.gbaforwomen.org/the-approach/

11 http://www.gbaforwomen.org/the-approach/
12

Gender-Sensitive Business Environment Reform: Why does it matter? — A policy guide, Business Environment Working Group

(Donor Committee for Enterprise Development), Katherine S. Miles, July 2017
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and working closely with women’s associations when
designing solutions to business environment constraints.
This will not only help identify the right issues to focus
on, but will also help build understanding in civil soci-
ety organisations of gender issues and strengthen their
ability to adequately advocate to the government for
gender-sensitive reforms.

Uganda: Gender Coalition—Building
Capacity to Lobby for Change

Uganda’s Ministry for Finance requested IFC
to assess the country’s business environment
through a gender lens. The resulting analysis
and recommendations were published in Ugan-
da’s Gender and Growth Assessment (GGA). An
IFC GGA team followed up with a two-day work-
shop on advocacy and public-private dialogue.
During the workshop a GGA coalition with rep-
resentatives of seven women’s organisations
was formed to take the recommendations for-
ward through lobbying and advocacy. Some of
the result include the incorporation of the GGA
recommendations into Uganda’s Private Sector
Development Strategy 2005-2009 (UP3) and the
National Gender Strategy 2005-2014, as well as
the reform of various labour laws (Employment
Bill, Occupational Safety and Health Bill, Labour
Dispute Bill and Labour Unions Bill).

Source: Gender and Economic Growth in Uganda—
Unleashing the Power of Women, World Bank
(2006)

Design solutions using ICT: Lack of access to market
information is a major constraint for women to start or
grow a business. This lack of access is primarily due to
social norms that restrict women’s mobility, education
levels, and ability to communicate with unrelated men,
as well as time poverty due to their family responsibili-
ties. When designing solutions to business environment
constraints for women, donors should consider how ICT
can be leveraged to increase women’s access to market
information. Mobile phones, in particular, can provide an
effective platform for sharing information with women,
as they can, for instance, enable women to run home-
based businesses or help them reach out to new cus-
tomers without risking exposure to sexual harassment.
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It should however be noted that mobiles phones on their
own are not sufficient to achieve business growth for
women, particularly as women have significantly less
access to mobile phones than men and certain norms
may restrict women’s ability to use them.

Integrate social norms in solution design: A num-
ber of social and cultural factors outside of conven-
tional investment climate and business environment
constraints affect women’s ability to participate fully
in the economy. Social and cultural norms that restrict
women’s access (to economic opportunities) and agency
(to act on economic decisions) need to be taken into
account when designing solutions. In order to do that,
donors should engage men in the interventions, as
men are key to shifting norms and expectations about
women. Donors should also be careful to design inter-
ventions in a manner that avoids unintended negative
consequences for women. For instance, increased eco-
nomic empowerment for women can sometimes lead to
increased domestic violence against women if husbands
are not supportive of their economic empowerment.

There is no standard format for presenting recommen-
dations for reforms—it will depend on the scope and pur-
pose of the diagnostic. At a minimum the stakeholders
involved, the type of reform or intervention (legal reform,
regulatory reform, outreach, institutional strengthening,
training, etc.), the time-frame and priority level should
be specified. Two examples of recommendations are
presented below. The first is quite broad, and part of a
relatively short diagnostic under DFID BERF. The second,
from a USAID BizCLIR assessment, is very detailed and
only a tiny part of a 150-page diagnostic report.

Where experts have been hired to conduct a BER diag-
nostic for the EU Delegation, that team of experts will
be responsible for preparing a written report for deliv-
ery to the EU Delegation upon completion of the assign-
ment. The parameters for this report will be detailed in
the terms of reference for the assignment. This report
should at a minimum set out the parameters of the
assignment and the scope of the diagnostic, provide
background information on the current political, eco-
nomic and social context in the country and/or specific
target sectors, an analysis of each functional area of the
business environment analysed during the diagnostic, a
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Presenting Multiple Reform Approaches: Example of BER Diagnostic of Sierra
Leone

Sierra Leone is one of the world’s top ten business reformers, having climbed into the top half of the Sub-Sa-
haran index of ease of doing business within a 5-year period. However, with a low capacity government faced
with a highly complex set of business environment problems, and an extremely wide-ranging policy agenda,
the country scores poorly on measures of government effectiveness. There are many government ministries
and agencies involved with PSD / BER but there is limited coordination among them. Sierra Leone has pushed
through a wide range of legislative reforms and developed a plethora of policies associated with improving the
business environment. But the record on implementation and of real impact is mixed. The DFID BERF diagnostic
recommended specific actions, organized by different approaches to reform.

Approach (1): Continue to ‘chip away’ at bottlenecks where there is demonstrated traction and
capacity: Specific reform recommendations include: continue to support Companies Act reform; Streamline
registration of other business forms; Continue to improve the Collateral Registry; Develop the Fast Track Com-
mercial Court as a ‘flagship’ court; Address remaining bottlenecks at Freetown Port.

Approach (2): Improve policy coherence, enabling a more focused and prioritised approach in a
resource-constrained and low capacity environment. Specific reform recommendations include:
Strengthen private sector engagement with Local Content Policy; Develop coherent trade policy in light of WTO
Trade Facilitation Agreement; Develop and implement key sector policies (tourism and fisheries);

Approach (3): Focus on government change mechanisms (a) to exploit Presidential convening power,
complemented by (b) strengthening core processes. Specific reform recommendations include (a) Improve
GoSL policy enforcement / implementation by strengthening Strategy and Policy Unit and launching a ‘compact’
between GoSL, private sector and donors to tackle complex and politically charged issues of key concern to pri-
vate sector; (b) Strengthen and improve coordination between Law Officers’ Department and Law Reform Com-
mission; and (c) Instigate budget working group as part of the budget process

Approach (4): Improve private sector collective action. Specific reform recommendations include:
Support market based/ problem driven approach to strengthening the demand side; Instigate strategic dialogue
between GoSL, private sector and donors through the ‘compact’ proposed under approach (3) above, identifying
a common reform framework.

Clare Manuel and Laureen Katiyo, DFID Business Environment Reform Facility / ‘Business Environment Reform
Diagnostic — Sierra Leone (March 2017).
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Table 5.3: Summary Recommendations for Real Property Law Reform in Ethiopia:
Example of BizCLIR Assessment, USAID, Ethiopia Commercial Law & Institutional
Reform and Trade Diagnostic (2007) A Note on the Diagnostic Report

No. ‘

1.

Type

Legal/Institutional reform

Recommendations

Clarify the division of powers and functions between the federal and the
local bodies at each level.

Legal/Institutional reform

State the powers and functions precisely and without overlap, and combine
them into fewer levels to the extent that doing so is practicable and politi-
cally feasible.

Legal reform/ Outreach

Specify in one place all of the approvals that are needed for the acquisi-
tion, use, lease, sale of, and construction on land by an Ethiopian citizen or
a foreigner, and state the procedures for obtaining each approval and the
time limit within which a proper application must be granted.

Legal reform

Simplify many of the rigid rules in the present proclamations, such as the
numerous separate limits on maximum lease terms for specific activities
and specific geographic areas. These changes could be made using several
methods, such as law revisions, website-posted rules, and so on. The meth-
ods should be determined centrally at the federal level.

Legal reform/ Outreach

Because land leasing is so important, standardize and publish clear and ob-
jective rules for: Leasing land rights from the State, Selling, subleasing, and
otherwise transferring those lease rights, Negotiating or otherwise setting
rental amounts, Establishing or assuring renewal rights, and Ensuring that
ownership of buildings is not severed from underlying land lease rights.

Legal/Institutional reform

Because land as a financing device is so important, standardize and pub-
lish rules for mortgaging land rights, including those presented in the
preceding bullet point.

Institutional reform

Encourage an open and transparent market by establishing or encouraging
land marketing agencies and systems for listing available properties, pric-
es, and other terms.

Legal/ Institutional reform

Encourage investment in Ethiopia by making the rules for land use by for-
eign persons clearer and more secure. Consider the following:

— Allow certain foreign persons (such as long-term residents and persons
or companies making investments of more than a specified amount) to
have land use rights the same as or similar to those of Ethiopian citizens,
and

— Issue a formal regulation or law clarifying matters about which there
may now be uncertainty, such as rules for: foreign ownership of buildings
and other attachments on land; companies or joint ventures that are part-
ly foreign-owned; the holding of land by Ethiopian citizens for the benefit
of foreign persons; and eliminating or reducing investment license re-
quirements for foreign holding of residential property.

Legal/Institutional reform

Continue and encourage expansion of the land policy, survey, titling, and ex-
propriation/compensation and urban leasing policy projects described above.

10.

Legal education/ Outreach

Establish training programs for federal, municipal, regional, woreda, and
kebele officials on all of the above.
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summary of ongoing BER reforms in the country, a dis-
cussion of the team’s findings and specific recommen-
dations to the EU Delegation regarding next steps and
which BER to support in future programmes. A list of
meetings, key informant interviews and workshop par-
ticipants should be annexed, along with a complete list
of documents obtained.

GENDER-SENSITIVE DIAGNOSTIC
ASSESSMENT

A gender-sensitive diagnostic assessment should be
undertaken in three basic steps: first the analysis should
identify the respective roles women and men play in
the economy, as entrepreneurs, employers and workers;
second, it should analyse binding business environment
constraints that are specific to women; third, it should
seek to understand broader political and social factors,
outside of the business environment, that may also
impact on women’s ability to participate in the economy.

The starting point for a gender-sensitive diagnostic
assessment of the business environment should be an
analysis of the roles and status of men and women in
the economy — as entrepreneurs, employers and work-
ers. Understanding where men and women are situated
in the economy, and what their economic activities are,
enables practitioners to tailor business environment
reforms to address the specific constraints faced by
each, and by women in particular.

The World Bank Enterprise Surveys collects data on
many of the core characteristics of businesses, such as
sector of operation, size, location, years in operation and
management structure. Sometimes, this information can
be disaggregated by the gender of the business owner,
which can feed into an analysis of the role of women
and men in the economy. However, further probing will
have to take place to understand more of the specifics
of the implications and the constraints that women face
in such roles®>. In the African context, a complementary
source of information is the African Development Bank’s
(AfDB) Gender Equality Index, which rates women’s

and men’s labour force participation rates, wages and
incomes, business ownership and access to financial
services. The roles of women and men in the economy
should be identified across the following dimensions:

e Sectors: It is important to understand in which sec-
tors women and men operate. In Sub-Saharan Affrica,
women are more likely to work in agriculture than
men.

e Employment Status: The employment status of
women and men also varies widely, with women less
likely to be employers and more likely to be unpaid
workers contributing to a family business than are
men.

e Informality: Women form the minority of enterprise
owners in the formal sector and operate businesses
predominantly in the informal sector. Women'’s pre-
dominance in the informal sector is caused by a num-
ber of factors, including the time poverty they face as
a result of unpaid household responsibilities and child
and elderly care.

The second step in a gender-sensitive assessment of the
is to identify business environment constraints and ana-
lyse the impact they have on women in particular. Many
constraints impact both men and women, but where
the impact is different for women, diagnostics need to
be designed to capture these differences. For instance,
women are more likely than men to suffer from harass-
ment and requests for bribes from with public officials.
Other constraints only affect women or have a dispro-
portionate negative impact on them because of their
family responsibilities or social norms that restrict their
ability to access the same economic opportunities as
men. Gender issues should be analysed across the main
business environment constraints as below:

Legal and Regulatory: The legal and regulatory
framework of a country can be significantly different
for women. In some countries, laws explicitly limit wom-
en’s ability to participate in economic activities by for
example requiring male consent for a woman to start

13 Gender Dimensions of Investment Climate Reform, A Guide For Policy Makers And Practitioners, Sevi Simavi, Clare Manuel, Mark

Blackden, The World Bank, 2010



or operate a business. Other legal or regulatory con-
straints include gender based job restrictions on work-
ing hours, night working, sectors and occupations. Many
countries also have inadequate or non-existing poli-
cies relating to maternity, paternity and parental leave,
which tends to impact women more, given their dispro-
portionate responsibility for childcare. Even when these
policies exist in statute, they are often not implemented
and therefore do not offer the social protection women
need. Other laws outside of the business environment
can also directly impact women’s ability to work or
operate a business, such as laws concerning marriage,
family relations or inheritance. These factors influence
women’s economic productivity, formal workforce par-
ticipation, contribute to a gender wage gap and limit the
types and quality of jobs that they do*“.

e Land: Land titling is a major business environment
constraint that impact women disproportionately.
In Sub-Saharan Africa, women are widely excluded
from ownership or control of land, representing on
average only 15% of landholders, ranging from
under 5% in Mali to 30% in countries such as Bot-
swana, Cape Verde and Malawi'>. Women’s lack of
access to land have repercussions on their ability to
access credit, given their lack of traditional forms of
collateral, which in turn limit their ability to manage
or grow a business.

e Access to Finance: Lack of access to finance affects
all businesses, whether owned by men or women,
but women face particularly restrictive conditions
to accessing financial services due to legal, admin-
istrative and social factors. Legally, women are con-
strained by their limited access to land titles and
property rights, which makes them unable to meet
collateral requirements to secure lending. Women
often also face discriminatory banking laws, such as
the need for a male signatory in order to open a bank
account. Many administrative requirements, such as
Know Your Customer (KYC) requirements, are more
cumbersome for women who suffer from time pov-
erty and lower levels of education than men. Socially,
women'’s lower levels of education limit their financial
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literacy and therefore their ability to access financial
services to grow their business.

e Tax: Even where tax policies and laws are seemingly
gender-neutral, they can be biased against women.
For instance, when the tax is higher for secondary
earners this usually impacts women more as they
often earn less than their husband due to reproduc-
tive and caring responsibilities. This may discourage
women from formalising their employment or entre-
preneurship. Furthermore, women are more vulner-
able to unequal treatment, harassment or bribery
during tax collection. These constraints have an
impact on women’s perceived value of paying taxes,
their participation in the formal labour market and
incentives to formalise their business, which in turn
has an impact on governments’ ability to collect taxes
from women?®,

o Infrastructure: One of the main business environ-
ment constraints in Africa is the lack of well-devel-
oped infrastructure. While both men and women are
negatively affected by poor infrastructure, women are
particularly impacted by the lack of access to power
and water, which increases the household burden on
women and further restricts their ability to fully par-
ticipate in the labour market.

e Access to Information: Another constraint is wom-
en’s limited access to information, which prevents
them from accessing crucial market or business
knowledge, such as market prices, business regis-
tration procedures or overall business management
requirements. Women'’s time poverty due to family
responsibilities, low levels of education and literacy
and constrained mobility due to social norms contrib-
ute to these difficulties.

When diagnosing the business environment from a gen-
der perspective, a number of factors outside of formal
laws and requlations have a significant influence over
women’s ability to participate in the economy:

14 Gender-Sensitive Business Environment Reform: Why does it matter? — A policy guide, Business Environment Working Group
(Donor Committee for Enterprise Development), Katherine S. Miles, July 2017

15 Food and Agriculture Organisation, The State of Food and Agriculture 2010-11, Rome, 2011

16 Gender-Sensitive Business Environment Reform: Why does it matter? — A policy guide, Business Environment Working Group
(Donor Committee for Enterprise Development), Katherine S. Miles, July 2017
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e Social norms: Even a legal and regulatory environ-

ment that does not explicitly discriminate against
women can prove restrictive for women due to social
and cultural norms that prevent them from becoming
active economic participants. For instance, customary
laws can prohibit women to own land, to be employed
or to run a business. Therefore, any gender sensitive
business environment reforms need not only address
direct constraints to operating a business or partici-
pating in the labour market, but also need to take into
account customary laws and practices that may con-
strain women.

Lack of voice: A male dominated cultural and polit-
ical environment where women’s voices are not
always well represented will limit women’s economic
opportunities. Low levels of female representation
in parliament, public office, company management
or corporate boards limit their voices both in busi-
ness communities and policy making. It is impor-
tant to gain sufficient understanding of political and

sociocultural dynamics that shape the environment
in which women operate in order to fully assess the
constraints that women face. This requires an inclu-
sive approach to the diagnostic process and involves
close collaboration with key women’s associations,
trade unions, civil society groups and government
representatives, in order to make sure that women’s
voices are heard in the process and the right issues
are brought to the attention of policymakers. Stake-
holders to consult with include:

Government or other body responsible for defining
and implementing BER;

Government agency responsible for gender equity
(usually a Ministry for Women'’s Affairs or for gender);

Women’s business associations and women in busi-
ness; and

Gender technical specialists (for example, in govern-
ment, NGOs, or the donor community).
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OVERVIEW

A key part of project design is the development of an
internal project monitoring system for the project. Pro-
ject monitoring refers to the ongoing collection, analysis
and use of information about project progress and the
results being achieved; internal project monitoring refers
specifically to monitoring that is undertaken by the pro-
ject's implementing partners, in contrast to external
monitoring, which is undertaken by outside consultants
or by the donor agency. Typically project monitoring will
include detailed indicators, with a results framework
that includes inputs, activities, outputs, outcomes and
impact.

The EU uses internationally accepted OECD DAC termi-
nology for monitoring. A discussion of how to develop
results framework is beyond the scope of these guide-
lines. We provide however EU resources and DCED exam-
ples and resources in this chapter.

The results framework is in principle be finalised during
the project inception and implementation phases and
may require the input of specialised measurement and
evaluation (M&E) experts. The BER diagnostic may be an
opportunity for the team to start the process of develop-
ing indicators for internal project monitoring.

The European Commission has developed the Sector
Indicators Guidance (SIG) which should be helpful for
task managers and consultants doing the design of BER
and investment climate actions. Specific indicators have
been developed both for BER and for investment cli-
mate. It is a suggested list of indicators.

EU SECTOR INDICATORS GUIDANCE
(SIG) FOR BER

The Sector Indicator Guidance for action design has
been developed by DEVCO and is intended for EU
staff involved in the design of development actions to
develop solid logical framework matrices. It identifies
clear and measurable results statements that are in line
with DEVCO policy priorities, as well as with the UN Sus-
tainable Development Goals (SDGs), along with a range

of good indicators to monitor progress (including those
identified with EU Member States in joint programming
exercises). It is updated regularly to reflect evolving pri-
orities. Indicators included in this document as sug-
gested as guidance.

The present version of the Sector Indicator guidance
covers DEVCO strategies in various sectors, and presents
for each sector:

1. EU policy priorities: a short narrative explaining EU
policy priorities and commitments as articulated in
key policy and strategic documents, including joint
EU and Member States’ strategies.

2. Results Chain: a diagram showing the main results
(impact, outcomes, outputs) that EU development
interventions are expected to achieve in the sec-
tor, reflecting EU policy priorities and commitments.

3. List of Sector Indicators: examples of measurable
indicators associated to each result statement are
provided, that may be used in Logframe Matrices at
project/ programme level.

The Sector Indicators guidance can be accessed via the
following link: http://indicators.developmentresults.eu/

The specific results chain for Business Environment
Reform is available (see below) and proposes indica-
tors at the level of impact, outcomes (medium and short
term) and outputs. These can be used by EU staff and
consultants when formulating programmes, where rele-
vant. (NB in some cases, there is a joint results frame-
work in place agreed with EU Member States in a joint
programming document)

EU RESULTS FRAMEWORK
INDICATORS

Project level monitoring should in turn be distinguished
from the EU International Cooperation and Development
Results Framework (RF). Its objective is to report at cor-
porate level and it includes three levels: Level 1 (Impact:
Development progress in EU partner countries), Level
2 (Outcomes and Outputs: EU Contributions to devel-
opment progress in EU partner countries) and Level 3

! European Commission, ‘Strengthening project internal monitoring: How to enhance the role of EC task managers: Tools and

Methods Series Reference Document No. 3’ (June 2007).
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(Process and Inputs: DG International Cooperation and
Development organisational performance)?

A limited number of indicators are therefore consid-
ered to this purpose. These indicators, where relevant,
can also be included at programme level. Information on
the results reporting exercise at corporate level can be
found here: https://myintracomm.ec.europa.eu/dg/devco/
evaluation-quality-results/quality-results/Pages/results-
data.aspx

DCED RESOURCES FOR M&E BER
ACTIONS

The DCED provides two main references which are use-
ful when formulating a BER intervention.

The Annex to the BER guidelines of the DCED are focused
on ‘Measuring Donor-supported Business Environ-
ment Reform”.

This document reflects main challenges of donors when
measuring BER interventions and proposes some Princi-
ples which are useful to consider at the different phases
of a BER action.

Moreover, it proposes general guide for BER-support
programme managers who are thinking through the
process of establishing a results measurement system.

A table with examples of indicators and means of ver-
ification at the level of impacts (impact on the econ-
omy, on the poor, on the firms), intermediate outcomes
(reduced business risk, reduced business cost...), and
outcomes and outputs is presented (related to business
registration and licensing reforms, trade and customs
reform, tax administration and reform, and business
advocacy and public-private dialogue).

They are presented to illustrate the kinds of impacts and
outcomes a BER-support programme might typically
produce and the ways these might be measured.

Besides this publication, a series of case studies on
measuring the results of business environment reform
are as well available as examples for practitioners.
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The DCED document ‘Case studies in the measure-
ment of Donor-supported Business Environment
Reforms’* gathers examples which deal with key reform
product lines: business registration and licensing, taxa-
tion reform, public private dialogue, and trade and cus-
toms reform.

CHALLENGES IN MEASURING BER

A number of challenges specific to BER programmes will
need to be taken into consideration as indicators are
developed. These include:

e Numerous external factors affect the business envi-
ronment and investment climate beyond BER pro-
grammes (e.g. external shocks, global trends, other
interventions);

e BER programmes involve long results chains with
many elements (policy, legal and regulatory frame-
works, administration and governance reforms) which
require coordination;

e While factors like cost and time to obtain a permit
can be relatively easily measured, there are many
qualitative aspects of BER that are harder to capture,
for example the quality of regulation;

e Many actors and stakeholders are involved; the
impact of a single reform may not lead to the needed
broader behavioural change;

e The ultimate impact of most reforms takes years to
be realised and measured—often beyond the life of a
programme;

e The links between changes in behaviour at the enter-
prise level and economy wide changes are complex,
as are the links between economic growth and pov-
erty reduction.

2 Commission Staff Working Document ‘A Revised EU International Cooperation and Development Results Framework in line with
the Sustainable Development Goals of the 2030 Agenda for Sustainable Development and the New European Consensus on

Development’, SWD(2018) 444 final, 11/10/2018

3 https://www.enterprise-development.org/wp-content/uploads/DonorGuidanceAnnexMeasuringResults.pdf
4 https://cdn.enterprise-development.org/wp-content/uploads/Donor_Guidance_Annex_on_Measuring_BER_Results_Ca.pdf
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Business Environment Reform

&l RESULTS CHAIN

Inclusive and sustainable investment climate - focus on Business Environment Reform

Structured
dialogue

OUTPUTS

Improved market intelligence and identification of barriers to

I investments and trade from structured dialogue with relevant
stakeholders: private, public sector and public-private (SB4A)
sinpliﬁuli-nl N an.ig'ﬁ o :::ummg

':;':‘:_"": Improved business tax policies and administration,
P P of digital where relevant
I i (eg si ion of the
Policy investment approval process, sectoral regulation)
Improved trade policy and trade facilitation
Trad - ance with - eg quality
nd poticies i i i (TET), sanitary
and BhRSRNRDL (SPS). etc
legal and i
bank regulation, collateral registries. credit bureaus, insolvency
and company law
Financial Improved capacity of financial institution for diversifying
markets financial services indivi
through the use of innovative financial instruments
Increased financial literacy and bankable projects for
individuals and enterprises, with a focus on women,
youth and rural populations
policies and ions relating to
Lakeus, lew and raning. identifying LbouK
palicy! Technical, needs for VET focused on promote skills and employability
Vocational
Education and Improved Izbour l=ws and polides, including social indusion
Training Policy and protection of vulnerable groups (e.g women, migrants,
youth, g5}
Improved and inclusive land and property policies, including
Land and land titles registers aswell as
property rights I of construction permits
= access to courts and dispute
dezms resolution (ADR) mechanisms
I i policy and tion (eg.
Infrastructure ‘water and communication technology - ICT)
m" _._'zl Improved energy policy and regulation, with a focus on energy

Energy policy

access and investment in sustainable, climate friendly energy

and digital

Short Term

Improved sustainable
investment and trade climate

Increased private sector
engagement and leverage

Reduced transaction time and
costs associated with compliance
‘with business procedures

Increased fgumalizatL0.
of businesses

Improved and inclusive access
to markets and/or value chains

Improved inclusive access
304 use of diversified financial

=~ services, including from

innovative financial instruments
{for M&SMEs, women, youth
and rural populations)

capacities of M&SME's

Reduced transaction time and
costs associated with dispute
resolutions

Improved access to quality

infrastructure for business,
trade and investment needs

~ OUTCOMES ~----s--nmemmenmeanenen

Improved competitive-
ness and sustainability
of the local private

Increased private

inclusive & sustainable Increased sustainable
investment {domestic inclusive economic
and foreign) growth with improved
~ livelihoods and decent
Increased and employments (more
diversified trade in and better jobs)

goeds and services

Related SDGs

ii"if Goal 1: No poverty

/\/' Goal 8: Decent work and economic growth

Goal 9: Industry, innovation, infrastructure

Goal 12:

Goal 17: Partnerships for the goals
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International Cooperation and Development Results
Framework in line with the Sustainable Development
Goals of the 2030 Agenda for Sustainable Develop-
ment and the New European Consensus on Devel-
opment’, SWD(2018) 444 final, 11/10/2018. http://
ec.europa.eu/transparency/regdoc/rep/10102/2018/
EN/SWD-2018-444-F1-EN-MAIN-PART-1.PDF

DCED ‘Case Studies inthe Measurement of Donor-Sup-
ported Business Environment Reform Results’, Simon
White, 2013. https://cdn.enterprise-development.org/
wp-content/uploads/Donor_Guidance_Annex_on_
Measuring_BER_Results_Ca.pdf

DCED ‘Supporting Business Environment Reforms.
Practical Guidance for Development Agencies. Annex:
Measuring Donor-supported Business Environment
Reform’, 2013. https://www.enterprise-development.
org/wp-content/uploads/DonorGuidanceAnnexMeasur
ingResults.pdf

European Commission, Strengthening project internal
monitoring: How to enhance the role of EC task man-
agers (June 2007) (Tools and Methods Series Refer-
ence Document No. 3).

European Commission, Commission Staff Work-
ing Document: Launching the EU International

Cooperation and Development Results Framework
(26.3.2015)

Donor Committee for Enterprise Development
(DCED), ‘Practical Guidance on Business Environment
Reform Annex: Measuring Donor-Supported Business
Environment Reform’ (October 2013). www.business-
environment.org

DCED, The DCED Standard for Measuring
Results in Private Sector Development: Con-
trol Points and Compliance Criteria (Version VIII,
April  2017). https://www.enterprise-development.
org/measuring-results-the-dced-standard/
implementing-the-dced-standard/

IFC, Enterprise Surveys Indicator Descriptions
(September, 2017), available at http://www.
enterprisesurveys.org/data

IFC, ‘The Monitoring and Evaluation Handbook for
Business Environment Reform’ (2008). Prepared in
association with GTZ and DFID

http://www.businessenvironment.org/dyn/be/docs/
detail2/167/4

Swiss Agency for Development and Cooperation
(SDC), Monitoring and Measuring Results in Private
Sector Development (2016).

Governance and Social Development Resource Cen-
tre (GSDRC), Helpdesk Research Report: Indicators for
investment and business climate (17 August 2012)
(Enquiry from DFID, prepared by Sumedh Rao).
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