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BACKGROUND

The Donor Committee for Enterprise Development (DCED) was informally organized in 1979, when its first members held a meeting convened by the International Bank for Reconstruction and Development. Until 2005, the Committee was known as the Committee of Donor Agencies for Small Enterprise Development. The DCED believes that poverty reduction and sustainable development can only be driven by a dynamic private sector, and external agencies can only contribute to that dynamism if their efforts are coordinated. Through its meetings and working groups on specific issues, the DCED provides opportunities for staff of member agencies to get to know their peers and to expand their networks in a constructive and positive atmosphere.

The Business Environment Working Group (BEWG) was established in 2001. Following two reviews of donor agency efforts to support business environment reforms for enterprise development and a major conference on this topic in Cairo in November-December 2005, the BEWG continues to support donor agencies in their business environment reform efforts.

The BEWG facilitates and supports the work of donor agencies in the field of business environment reform. The committee and its working group contain a wide range of multilateral and bilateral agencies engaged in enterprise development and business environment reform programmes. Committee members rate business environment reform as the highest priority area of work – both at the headquarters level and in the field. Furthermore, the committee has a track record of information exchange, distilling of good practice and ability to influence the practices. 

In 2006, the BEWG continued to expand on its work to provide information, advice and assistance in an area that is of key concern to its members. There are two thrusts to this work. The first is the development of practical guidance for donor agencies on how to support reform of the business environment to promote private sector development, economic growth and poverty reduction. This practical guidance will build on the work the committee has done in previous years, which produced donor guidelines for financial and business development services. Thus, in 2006-2007 the BEWG will consult with the donor community (at headquarter and field levels) to learn more about their experiences and distil these into practical advice and guidance that improves donor practices in this field.

The second thrust of the BEWG’s work in 2006-2007 is linked to the first. This involves the organization of a series of regional consultative conferences on business environment reform. These regional conferences are designed to learn more about the experiences –– successes, challenges and failures –– of donor-supported reform, in an effort to share information and expertise. The conferences will provide an additional means for the BEWG to draw from experience on the ground and formulate practical guidance for donor agencies in business environment reform.

The Asia Regional Consultative Conference was held in Bangkok, 28 November to 1 December 2006. This was the first regional conference of this kind.

THE ASIAN CONSULTATIVE CONFERENCE

The purpose of the conference was to improve the effectiveness of donor support to reform efforts by bringing together representatives of donor agencies and their development partners (e.g., developing-country governments, private sector representatives, consultants) involved in the assessment and reform of the business environment for enterprise development. The conference was organized to allow participants to share their experiences in the promotion of a business environment that is more conducive to enterprise development.

Specifically, the conference pursued three objectives:

(i)
Contribute to a multi-agency agenda on business reform that prioritises the interests, approaches and challenges of donor agencies working for sustainable poverty reduction through development of the private sector

 (ii)
Document good practice and principles in business environment reform occurring in the Asia region and feed this into the generic set of practical guidance

(iii)
Discuss efforts being taken by donor agencies to improve donor coordination and collaboration/harmonisation in the Asia region

In addition to being a follow-up to the Cairo conference, the Bangkok Conference focussed on issues emerging from business environment reform in Asia and provided an opportunity for draft practical donor guidance to be discussed and improved. 

Some 171 people representing 18 donor agencies as well as representatives of developing country governments and the private sector attended the conference, which was organized to allow participants to share their experiences in the promotion of a business environment that is more enabling of enterprise development through the following activities:

1
Presentations on recent research and practices in the assessment and reform of business environments for enterprise development, economic growth and poverty reduction.

2
Exchange of information on donor practices in reforming the business environment, with particular attention given to specific topics of interest.

3
Plenary discussions to consider the first draft practical guidance for donor agencies engaged in business environment reform for enterprise development, economic growth and poverty reduction.

The conference programme was organized around three themes – outlined below. The first two themes focussed on a series of priority issues. These are issues that were identified as key fields or challenges for business environment reform in Asia. 

In general, a three-step process for dealing with these issues was pursued: (1) an examination of frameworks and approaches that can be used when dealing with the specific priority issues for reform in Asia; (2) case studies and best practices examples of reform in the region that deal with the identified priority issues; and (3) lessons that can be learned and can guide future donor practices.

The third theme of the conference focussed on developing practical guidance for donor agencies engaged in supporting business environment reform. The proceedings for this theme will involve a presentation of draft practical guidance for donor agencies, prepared by the BEWG, and the distillation of regional experiences and lessons in business environment reform.

In addition to the three conference themes there will be five hot topics. These topics (listed further below) are of interest to the donor community and will be considered across all the conference themes.
Conference theme 1: Regional priorities for business environment reform

This theme included presentations that synthesise various reports, assessments, practices and studies on business environment reforms and challenges in the region. It is anticipated that the conference will give special attention to the following priority issues within this theme.
•
Product Market Factors such as business registration and licensing, foreign and domestic investment policies and regulations, price regulations, and innovation policies.

•
Trade Facilitation including issues such as the regulatory regime for trade, as well as trade policies and promotion; this may also include issues that stem from the demand for WTO compliance (including product standards, conformity and certification issues).

•
Sector development: business environment assessments and reforms used to promote enterprise development within specific sectors. 

Conference theme 2: Managing successful business environment reforms in Asia

This theme addressed the ways donor agencies can support developing country governments, private sector organizations and other social partners in their efforts to reform the business environment. It will include presentations and discussions on the political economy of reform; public-private dialogue and business environment reform; how to formulate an agenda for business environment reform; and the factors that constrain and promote reform for the business environment in Asian countries. This theme will include an examination of the “drivers of change” approach to business environment reform and the importance of linking business environment reform with improvements in public and private governance. 

It is anticipated that the conference will give special attention to the following priority issues within this theme:
•
Drivers of change in the reform process – this is likely to include ways to assess resistance to reform processes, the identification of key reform actors, and the dynamics of political power in the process of business environment reform.

•
Public Private Dialogue (PPD) – it is anticipated that this will move beyond a general discussion concerning PPD to a more detailed assessment of the ways PPD can be used to address issues related to the political economy (e.g., resistance to reform).

•
Public and Private Governance – this topic will be considered within the political economy of reform. It is likely to include discussions on how to promote accountability, transparency, standards and review processes. 

•
Developing a common agenda for business environment reform is a key concern when managing reforms. This topic is likely to include donor coordination processes and mechanisms along with the use of frameworks and indicators that promote a common approach to, and monitoring of, business environment reforms.

Conference theme 3: Lessons to learn from business environment reform in Asia

This conference theme will focus on how the experience of business environment reform in Asia can contribute to the formulation of donor guidelines and good practices. The presentations and discussions in this conference theme are likely to include an examination of the ingredients of successful business environment reform in Asia, as well as the processes and organizational arrangements that promote success. Attention will be given to the role of donor agencies in supporting business environment reform as well as the contribution of private sector organizations. This theme will provide for a discussion of the first draft practical guidance.

Hot Topics

In addition to the three themes described above, the conference will investigate the following ‘hot topics’. These are crosscutting topics that are of major concern to the practice of business environment reform.

Hot Topic 1: Increasing the impact of business environment reform on poverty reduction

This hot topic focuses on how the poor – both men and women, ethnic minorities, informal firms and workers, micro-entrepreneurs, small‑scale farmers, etc. – are affected by business environment reforms and how reforms can lead to more pro‑poor market outcomes including more and better jobs, higher incomes, better returns on goods sold and greater affordability of essential goods and services.

Hot Topic 2: Sustaining business environment reform efforts

This hot topic is concerned with sustaining reform processes. While donor agencies can support domestic business environment reform efforts in developing countries, it is essential to find ways whereby the desire, skills and momentum for change is maintained beyond the life of donor programmes. How can this be done? What are the issues that affect sustainability and how can these issues be addressed by donor agencies?

Hot Topic 3: Reforming the business environment in specific industry sectors

This hot topic focuses on the contribution business environment reforms can make to improve value chains. While much work has been done on how to assess and improve value chains, often the role of the business environment has been overlooked. It is also expected that the conference will consider why business environment reforms in some sectors (e.g., telecoms) appear to occur more quickly than in other sectors.

Hot Topic 4: Donor co-ordination processes and structures

This hot topic focuses on a consistent and difficult challenge for donor agencies and their reform partners. While the Paris Declaration on Aid Effectiveness establishes an agreed framework for coordination, donor agencies at national and regional levels often struggle to find practical ways to promote local ownership of reform efforts; to harmonise their reform support programmes with other donors; align these with the development goals and strategies of national and sub-national governments; and measure results in a common, agreed upon manner. Thus, examples of good practice in donor coordination, harmonisation and alignment are sought.

Hot Topic 5: Sub-national business environment reform

Sub-national business environment reforms affect all three of the conference themes. Thus, because this topic is becoming increasingly important in Asia, as well as the rest of the world, attention will be given to the specifics of sub-national reform processes.

CONFERENCE THEME 1:  REGIONAL PRIORITIES FOR BUSINESS ENVIRONMENT REFORM

This conference theme included presentations that synthesise various reports, assessments, practices and studies on business environment reforms and challenges in the region. Special attention was paid to the following priority issues within this theme.

•
Product Market Factors such as business registration and licensing, foreign and domestic investment policies and regulations, price regulations, and innovation policies.

•
Trade Facilitation including issues such as the regulatory regime for trade, as well as trade policies and promotion; this may also include issues that stem from the demand for WTO compliance (including product standards, conformity and certification issues).

•
Sector development: business environment assessments and reforms used to promote enterprise development within specific sectors. 

This theme was opened with a plenary session in which three presentations were made.

•
Doing Business in 2007 in Asia presented by Caralee Mcliesh, International Finance Corporation/World Bank, Washington DC

•
Regional Overview of Key Business Environment Issues in Asia presented by Ray Mallon, Consultant, Hanoi

•
Impacts of Economic Policy on Business Environment Performance in Asia presented by Tilman Altenburg, German Development Institute, Bonn

The plenary discussion that followed these presentations raised a number of interesting and controversial issues. Of particular interest were the following.

Question:
Is BE reform a prerequisite or by product of economic growth?

Response 1:
When looking at correlations with growth, we need to take into account other factors; low-income countries tend to grow faster; so we need to control for other factors in analysis; when you do this business regulations have strong and robust correlation with growth.

Response 2:
BE reform and growth appears to be a virtuous cycle (it is not either or).

Question:
How does the Doing Business Index relate to other indices (e.g., International Competitiveness)?

Response:
There is usually a high correlation between Doing Business and other indicators. Other indices often cover more topics and use different methodology.

Question:
Could the speed of reform be related to the degree of democracy? 

Response 1:
Yes, but not in expected ways; 85% of reforms take place in the first 15 months of a government - argument for more democracy. Political competition helps to hold politicians accountable - BE reform creates jobs so matters to politicians.

Response 2:
Difficult to get empirical evidence; important is a government willing to talk with and take the private sector seriously - perhaps more important than the form of government is the motivation of government to work with the private sector.

Question:
India and China are doing extremely well but their “rating” is very low?

Response:
Do need to control for other factors, so cannot compare China with small countries. But even controlling for factors, there remain these questions to be explained?

Question:
The Doing Business project is missing something in the index.  What is it?

Response:
There is a lot more to BE than what is measured in Doing Business, but the index is something that can point to a problem like a health indicator.

Question:
DB Indicators section on employment is being misinterpreted to have harmful regulations?

Response:
Sometimes more regulation is needed (e.g., protection of property rights) and sometimes more regulation raises DB ranking. DB does not encourage no regulation; nothing which contradicts workers' rights, but many countries regulate much more heavily than is desirable for job creation so employers have an incentive to employ people under the table.  Strong worker regulations protect people who have jobs, but not people who don't. There are other means to protect workers than regulations on hiring and firing workers (e.g., social protection)

Question:
Governments are constrained in capacity in making reforms.  Priorities are very important so what should governments focus on?

Response 1:
Binding constraints to growth are good priorities for governments. We can identify bottlenecks through analysis. However, the challenge is that there is a trade-off between reform in one area and reform in another - often different people reform in different areas.

Response 2:
BE reform is a prerequisite to investment in infrastructure. Not all regulations are red tape.  Reports give impression that less regulation is better, but regulation can also be a positive force in growth and jobs. Need to distinguish good from bad regulation

Question:
Is not formalization of business the most important target of BE reform? Isn't the formalization of the private sector the prerequisite to growth?

Response:
There is no ideal BE; in many economies informality can be a safety valve. Formalization should not be through enforcement but incentives.

Question:
Do quick reformers sometimes make more mistakes than slower ones?

Response 1:
No. Most countries take longer than they should to reform. Lowering business registration time is very important and it shouldn't take long.

Response 2:
Sometimes it is an issue of how fast you do the reforms:  Sometimes quick reforms are never implemented (e.g., early Vietnam work). In Vietnam, longer debate and process on Enterprise Law led to greater buy in and better implementation.  Will be interesting to see what happens in Cambodia.

THEME 1 BREAKOUT SESSIONS

Following the opening plenary session, a series of breakout sessions were held. The following reports were prepared during these sessions.

Session 1.1: 
Making Business Registration and Licensing Easier, Cheaper and More Attractive (Part 1)

This session examined the lessons that can be learned from reforming business registration and licensing procedures in Asia. Case studies were drawn from Vietnam, Philippines, and Laos. In addition, a practitioners guide for reforming business registration and licensing is presented.

Moderator: 
Ed CANELA

Paper 1.1.1
Streamlining Business Registration Procedures - Experiences from Vietnam and the Philippines


Ulla KEPPEL, SMEDSEP Program, Gesellschaft für Technische Zusammenarbeit  (GTZ), Manila and Le Duy BINH, SMED Program, GTZ Hanoi

Paper 1.1.2
Technical Assistance to Support the Business Environment Reform Process in Lao PDR: A Case Study on the New Enterprise Law


Phousinghoa SENGXAY, Trang NGUYEN and Lan Van NGUYEN, International Finance Corporation-Mekong Private Sector Development Facility

Respondent
Business Licensing Reform: Guide for Development Practitioners


Andrei MIKHNEV, SME Department, International Finance Corporation-World Bank, Washington DC

Rapporteur: 
Christian VON DRACHENFELS
Main points were raised during the presentations:

•
First step: assessment and review of existing laws, identify weaknesses - burdensome regulations (“good action can only evolve from good understanding”)

•
Reform process: A participatory process is needed, raise awareness (for instance media campaign), involve stakeholders, approach authorities together with stakeholders (i.e. business associations). A participatory process is most likely to create ownership, which is necessary for sustainable project outcomes. Let stakeholders make the project “their own” project to strengthen ownership

•
A champion of reform is needed.

•
The momentum for reform is important, two ways. First, create a momentum, use workshops and campaigns to raise awareness if the assessment of existing regulations indicates that there is a need for reform. Second, anticipate and use external momentum, in the case of Laos the Doing Business Report but especially the successful reforms in Vietnam kick-started the reform process in Laos.

•
Once the new law(s) is (are) designed implementation is crucial, important task for donors to assists during implementation (or) to enable stakeholders to do so.

•
Potential spill over: as the reform project was completed the Lao government was interested in further cooperation and consultancy with donor.

•
The case studies of the three countries showed that reforms can start at the local or the national level (different approaches for different country specific situations)

Questions raised by Andrei Mikhnev and the participants of the session and answers as far as they were given during the session:

Q:
Ownership of government, how high should it be? Should donors be waiting for governments to be ready or should they push them slightly?

A:
Open

Q:
What about peer pressure from other countries (regional integration as a driver of reforms)?

A:
Benchmarking against each other exists but no competition between countries in the region. Business laws supposed to be more in line with international standards

Q:
Influence on informal sector?

A:
Open, but see Part 2 of session

Q:
Anti-corruption measures? How much did it cost?

A:
Open

Q:
How was the media involved in Vietnam?

A:
Networks exist, office spreads announcement of activities to media thereby raises awareness

Q:
Local governments need revenues from licensing, effects of reform?

A:
Andrei Mikhnev suggested that licensing fees should be used only to finance the licensing process not as an extra revenue for authorities

Q:
How does the assessment of possible reform areas that are promising to have the highest impact take place?

A:
For Philippines interviews were conducted so that the most burdensome regulations could be identified

Q:
What about hazardous businesses or businesses that endanger the environment, should registering really be made as fast and easy as possible or is a somewhat higher level of regulation needed?

A:
Andrei Mikhnev said that this has to be the case

General statements that were not answered:

•
Why looking at provinces when reforms need to be done at the national level ? Which is the right level, is it country specific or not?

•
Regulatory reform impact assessment? See Session 2.1.1.

•
What about ownership in ministries, other authorities? If they are responsible of reforming themselves how far is ownership developed?

•
It was asked to be more careful when using the various terms like licensing, registering, permit etc., everything has a certain definition that shouldn't be mixed up

•
Andrei Mikhnev pointed to the IFC's Toolkit Series and especially to the one dealing with Business Licensing Reform. Clear definitions of terms can be found there as well  

Session 1.2: 
Assessments for Business Environment Reform

This session examined the successes that have been achieved through regular assessment of the business environment in Asia. The first paper dealt with sub-national business environment assessments in Cambodia; the second with the regular monitoring of business environment indicators in identifying a reform agenda in Indonesia.

Paper 1.2.1
Reforming Business Environment Bottom-up: Provincial Business Environment Scorecard in Cambodia


Soneath HOR and Trang NGUYEN, International Finance Corporation-Mekong Private Sector Development Facility, Phnom Phen and Hanoi

Paper 1.2.2
Routine Periodic Investment Climate Surveys in Indonesia: What Gets Measured Gets Changed


Peter ROSNER, Jakarta

Respondent
Samantha ABEYWICKRAMA, Federation of Chambers of Commerce and Industry of Sri Lanka, Colombo

Q & A on World Bank Survey Presentation:

Q
Have you used this tool in any other countries and if so would you use any other priority areas other than what you used in Indonesia? Is the methodology available online?

A
While surveys have been done in many countries, they have not been time series, so in that this is unique. The methodology is not available on a website - the results of the first two rounds of the survey are on the WB Indonesia office website however.

Q
Have you done anything to improve the service delivery of concerned government departments?

A
There is a lot of work going on the project side to improve the customs and tax administration, as well as other project interventions. 

Q
Who else is doing this? 

A
Some IFC work in the former Soviet Union, but that is a two-year survey, not every 6 months like this one.

Q
Financing of the survey and sustainability?

A
Funded by Dutch trust fund managed by the World Bank. 

Q
Why not also survey the government and BDS providers?

A
This is a good recommendation. The WB does speak regularly with the govt. on these issues highlighted by the results of the survey. The perceptions of business and government are very different however e.g. the counting (to the number of days needed to register a limited liability firm) starts at a very different stage by the govt. than it does by the private sector or the WB Doing Business Report so they may not agree with the results that it takes X # of days to register a firm. 

Q&A on Cambodia Presentation (PBES - survey of 500 firms in 10 provinces):

Q
Why only survey firms in provincial capitals - won't there be a bias in that case? 

A
This is because provincial capitals is where it is most populous, and where most businesses operate, so it's the most representative in our view.

Q
How long does it take to do the survey, do you have a local partner, and who funds it (sustainability)?

A
The entire process takes a year, but fieldwork is about 6 months of that. Work is done with the help of a local research firm, but there is no cost sharing. The work is fully funded by IFC, Asia Foundation and AUSAid.

Q
What seems to be missing is at what point do we sit down and prioritise these as symptoms and think about how they may be linked to larger problems. 

A
The measurement here was essentially of economic governance from a private sector perspective. This measurement is also going to be linked to project work e.g. Asia Foundation is carrying out capacity building of business associations and undertaking PPD. PBES in a year will also measure any improvements as a result of the project-side interventions.

Q
Link to poverty reduction: (i) how do you translate reduction in time to reduce barriers and such surveys' link to poverty reduction? (ii) How representative are these surveys for everyday poor people?

A
Demand-side linked to private sector/donor/govt group. The survey in Indonesia is a representative tool and keeps pressure on govt. on what needs to be done. Even though the firms surveyed are based in cities, the workers are from rural areas so this (Indonesia) is indeed a representative survey. In Cambodia about two-thirds of the surveyed firms are in the informal sector. 

Q
Challenge is to get quality information from local govt. How can we enable governments to better monitor the impact of their own policies?

A
The govt. can actually measure all of this if they wished, but each govt. agency is trying to protect their own way of doing things, so sometimes they need a bit of a push.

Comment: When you look at all the national and provincial level responses, it may be better to disaggregate the formal and the informal sector to help capture the difference in perception. 

Respondent's Comments: The two presentations gave a different view: (i) Indonesia had a national focus with a policy intervention/reform agenda, while (ii) Cambodia had more of a regional focus with more of a project (not policy) intervention agenda. 

Both cases however, were leading to the same thing i.e. a discussion of the business environment and poverty reduction. Program logic model for both are similar with inputs, outputs (surveys, consultation), outcomes (changing knowledge, legislation etc), impact (increased employment and profitability) etc. I'm trying to find parallels between the two cases - quantitative methods in both used to assess qualitative issues; data collection is also a common theme. It is important to note that lots of patience is needed - process and progress is very slow in this kind of work. Consistency is also very important both for donors but also for government to understand that reforms cannot happen overnight. High level of coordination is also necessary on the part of all stakeholders - how this information can be disseminated at all levels. Govt. involvement in creating institutional changes is also an important issue - an example is the restructuring of the Board of Investment in Sri Lanka, where this process generated a tremendous amount of resistance. The competitiveness index being built up by such initiatives also gives a blueprint for investment to the business community - more investment in a good environment so that addresses poverty reduction as well.

Moderator's Closing Comment: There isn't much controversy in this area; we're all looking for examples. 

Session 1.3:
Policy Frameworks for a Better Business Environment

This is the second session dealing with the role of policy in business environment reforms for enterprise development. This session examines the use of policy frameworks as an instrument for creating a better business environment. Some different perspectives on this issue are presented. These perspectives the role of policies in private sector development, the importance of competition policy reform, and the shift from a protectionist policy framework to one that promotes greater competitiveness within the global marketplace.

Moderator
Michael LAIRD, Organisation for Economic Co-operation and Development, Paris

Paper 1.3.1
OECD Policy Framework for Investment


Pierre PORET, Organisation for Economic Co-operation and Development, Paris

Paper 1.3.2
Competition Policy Reform and Poverty Reduction in Asia


John PRESTON, UK Department for International Development, London

Respondent
James BLEWETT, Private Sector Development Advisor, Kabul

Rapporteur
To be determined

Session 1.4: Promoting Trade and Investment in Asia

This session examines the issues facing trade and investment in Asia. Attention is given to identifying the obstacles to trade and investment in the region, as well as to initiatives that can be taken to improve trade facilitation.

This is the first of two sessions on the topic of trade and the business environment. The second session is Session 2.4.

Moderator:
David Lamotte (ILO)

Paper 1.4.1
Developing Standards and Conformity Infrastructure for Export: UNIDO Trade Capacity Building Approach and Lessons


Steffen KAESER, United Nations Industrial Development Organization, Vienna

Paper 1.4.2
Increasing Investment Through Business Environment Reforms - Lessons from the Region


Joseph LOWTHER and Katja SILVA-LEANDER, Emerging Markets Group, London

Respondent
Paul MENKVELD, Director, Sustainable Economic Development, Netherlands Ministry of Foreign Affairs, The Hague

Rapporteur
Caroline RAMAEKERS, Ministry of Foreign Affairs, The Hague

Points raised during the presentation of Paper 1.4.2:

•
South-Asia lagging behind in comparison to East Asia regarding BE reform;

•
Government intervention should be restricted to facilitation in the area of (minimalist approach):

–
Regulatory framework

–
Institutional environment

–
Tax, finance and infrastructure

•
Process of reforming is: analysis, dialogue, drafting, implementation; 

•
Lack of foreign equity is, besides a weak BE a problem to many investors; 

•
Low wages can result in a race to the bottom; therefore it is important to apply ILO labour standards. The market - including wages - determines where investments go. For reasons of diversification and low-cost motives, investors will change location, e.g. going to Vietnam after China. 

•
Incentives for FDI have played a role in Vietnam and China despite their weak enabling environment, but incentives will not be sufficient in the long run. Therefore, China has started to reform as well. 

Lessons learnt for donors:

•
Donor-supported BE reform should focus on those countries that receive less FDI than they should; 

•
Reform priorities should be guided by analysis and inclusive public-private dialogue;

•
Donor support should focus on implementation rather than analysis; 

•
Reforms should be publicized to investors;

•
Donors should facilitate knowledge-sharing on BE reform among developing countries;  

•
Sector-specific approaches of BE reform can be successful if a leader/champion can represent this sector during reform process;

•
More leverage and effects of donor-supported BE reform will be achieved with donor-coordination; 

•
Macro-economic reforms can be done quickly, but micro-economic reforms take more time. External pressure and external crises can be an opportunity to accelerate BE reform. Donors should take a more systemic approach and work at central level to include all relevant agencies and topics within BE reform. Guillotine-method is one example of a quick way of deregulation. 

Points raised during the presentation of Paper 1.4.1:
•
Global trade challenges should focus on: 

–
increasing competitiveness on the supply-side

–
compliance infrastructure

–
improving connectivity of the market to the global market;

•
Developing countries are negative about their benefits to gain from trade negotiations, because even if they have market access, they do not always have the capacity to export;

•
Accession to global markets should be paralleled with upgrading of compliance infrastructure. Donors should invest in compliance as a trade-related BE element, because:

–
It has a high return on investment

–
If implemented locally it has positive effects on SME market entry

–
and it fosters PSD;

•
Absorption capacity for technical assistance for trade is lacking;

•
International accreditation is not sufficient for foreign buyers; confidence is also needed; 

•
Trade is not a zero-sum game: the increased share in trade of developing countries is not at the cost of the share in trade in developed countries. However, the share in trade of the LDCs has fallen in the last couple of years because of its dependency on commodity prices.

Lessons learnt for donors:

•
Trade-related BE reform needs to be supply-chain driven;

•
More attention should be paid to a regional approach and sustainability (exit-strategy);

•
Capacity-building should be done through technical assistance to improve compliance infrastructure and through education and training in how to negotiate in WTO rounds and awareness raising of the necessity of standards;

•
Consistency of donors in trade-related issues is needed;

•
Focus on private sector, rather than only on government-to-government assistance;

Session 2.1: 
Making Business Registration and Licensing Easier, Cheaper and More Attractive (Part 2)

This was the second session on business licensing and registration reform. The first presentation concerned the development of one-stop-shops for registration and licensing in Indonesia, while the second presentation took a look at what the experience in Vietnam can teach us about sustaining reform efforts. Sustaining reform efforts was one of the conferences Hot Topics.

Moderator
Ed CANELA, Conference Co-Moderator, Manila

Paper 2.1.1
Lessons Learned in Sustaining Business Registration Reform in Vietnam


Le Quang MANH, Ministry of Planning and Investment, Hanoi

Paper 2.1.2
The Role of Local One Stop Service Centers in Indonesia


Liesbet STEER, Asia Foundation, Jakarta

Respondent
Sanjivi SUNDAR, Professor of Regulatory Governance, New Delhi

Rapporteur
Christian VON DRACHENFELS, Gesellschaft für Technische Zusammenarbeit  (GTZ), Frankfurt

Main points of the presentations:

•
Impacts of reform in VIE are a higher number of business registration and higher amount of registered capital

•
One-stop-shops (OSS) or single point registration makes registering easier. OSS can the disseminate the information to relevant authorities (tax, statistics, business database) and provide information to rest of economy to facilitate business

•
Indonesia: even if national laws exist it might happen that at the local level these laws are implemented in a more burdensome way as they were originally designed at the national level.

•
Cost (fee) of registration is not the problem but the time that goes along with it

•
OSS need highest possible level of authority, clarity of procedures (best: ISO Standards), qualified human resources as issues are technical, transparency

Questions raised by Sanjivi SUNDAR and the participants of the session and answers as far as they were given during the session:

Q
Regulatory reform impact assessment? Influence on informal sector?

A
Indonesia: hard to measure impact, it's more than time and money. 60% of informal businesses that turned formal in the Indonesian project did grow, to what extend this depends remains an open question but the Asia Foundation is working on methodologies to assess this. Other factors that will affect growth: credit, markets, export possibilities

Q
What about hazardous businesses or businesses that endanger the environment, should registering take place at OSS?

A
No, and it doesn't in Indonesia

Q
How is sustainability of OSS ensured if authorities change from “good” to “bad”

A
Depends on monitoring of local partners, therefore important task for donors to enable partners during project. New monitoring scheme at the Asia Foundation: partners are supported to spend time to monitor in districts that received assistance some years ago

Q
Why should business registration be the only factor for informality?

A
In Vietnam business registration is part of a greater programme to increase formalisation

Q
Why should informal businesses register?

A
To be more competitive in larger markets

General statements that were not answered:

By Sanjivi SUNDAR:

•
Business environment is context specific, political economy

•
Take the best practices and try to see what might fit in another country

•
To what extend does registration leads to social benefits

•
Supporting Altenburg: Business registration is important but business environment also related to access to technology

By Liesbet STEER:

•
We need more research on solutions. The reasons why regulatory reform is important are clear but effect of reforms needs to be assessed

Argument from participant: Tax and other costs associated with operating in the formal sector are the main reasons why businesses stay informal (simply to avoid them)

Collection of possible recommendations, final statements (not ranked):

•
Not only reform of processes are needed but work to change the mindset for reform

•
Assessment: which regulations are justified which ones not. Abolish the unjust ones and design the necessary one as good as possible

•
In developing countries sometimes governments regulate heavily but are not regulating enough when it comes to hazardous activities or activities that endanger the environment, this needs to addressed

•
(one participant asked) Why are facilitators for business registration necessary? Why can business regulation not be made so easy that entrepreneurs can do the registration process on their own?

•
Support local authorities to improve existing regulations and work on the national level to improve the legal framework

•
Build capacity in the government on how to make good business regulations. Keep the pressure for reform high by building capacity at intermediaries and private sector stakeholders

•
Business registration is part of in general better chances for growth for businesses but other services are relevant as well for informal businesses to decide to go formal

Final statement and summing up by Andrei Mikhnev:

•
There is broad experience on reform, we are not piloting

•
Still many things to explore, we need to go further with reforms

•
Improving and simplifying is not panacea for growth or private sector development, there are many other reasons for the decision by an investor to make and investment in a business

Session 2.2:
The Importance of Sub-National Business Environment Reforms

This session dealt with sub-national business environment reforms. It examines the role of special economic zones (Paper 2.2.1) as well as how national policies, laws and programmes influence sub-national business environment reforms.

Moderator
Deepak ADHIKARY, Conference Co-Moderator, International Finance Corporation, Dhaka

Paper 2.2.1
Special Economic Zones: Performance, Lessons Learned and Implications


Gokhan AKINCI, International Finance Corporation

Paper 2.2.2
Improving the Business Environment for Small Enterprises in China: The Importance of National Level Reforms for Sub-National Business Environments


Christoph David WEINMANN, International Labour Organization, Beijing

Rapporteur
Christian FOUGNER, Norwegian Agency for Development Cooperation, Oslo

Session 2.3: 
Improving the Capacity for Sector Development Through Better Business Environments

This session focussed on the influence business environments have on enterprise development within specific industry sectors. While sector development initiatives often deal with the role of financial and business development services, value chains and associations, were the interest in this session is on how business environment reform can improve the potential for sector development.

Moderator
Sunil SINHA, Emerging Markets Economic, London

Paper 2.3.1
Quality Infrastructure - A Vital Aspect of Business Environment for Enterprise Development: The Case of The Thai Fresh Fruit and Vegetables Industry


Visoot PHONGSATHORN, Bangkok

Paper 2.3.2
Value Chain Promotion and Business Environment Reforms; Experience from Sri Lanka


Peter RICHTER, Gesellschaft für Technische Zusammenarbeit  (GTZ), Colombo

Respondent
Ariel CASTRO, Trade Union Congress of the Philippines, Manila

Key points discussed from Paper 2.3.1:

•
Role of quality infrastructure (QI) as an important enabler for enterprise development in the Thai fresh fruit and vegetables industry

•
Integration of small farmers into high-value global fruit and vegetables value chain, sustainability of the development outcome and partnership with “lead firms” in the supply chain and key supervising public sector agencies

•
An overarching goal of development policy is poverty reduction, a thriving economy, ecological compatibility, social justice and political stability

•
In Thailand, this policy is implemented through the Thai-German Programme for Enterprise Competitiveness (T-G PEC). The goal of the T-G PEC is to improve the competitiveness of SMEs in the Thai agro-industry sector with 300,000 smallholders

Key points discussed from Paper 2.3.2:

•
Value Chain Approach (VCA) contributes to business environment reforms, with particular emphasis to the sector specific frameworks and the role of the private sector in the reform process, using the experiences of a Private Sector Development Project in Sri Lanka

•
In Sri Lanka a “bottom-up” approach to reforms was selected by using the VCA to improve competitiveness and framework conditions of the SME sector in a sustainable way; VCA is applied to 7 sectors: Spices, Rubber Products, Organic Produce, Alternative Tourism, Mould and Die-Making, Construction, and the Packaging Industry. 

•
Government/public sector is weak and fragmented (e.g. 60 ministries) and private sector is also weak but there are a handful of successful industry organizations 

•
Following the VC cycle, after the “mapping exercise” a large amount of critical issues are identified and response activities to regain competitiveness and market positions; three categories or levels can be distinguished -- issues directly related to enterprises in a sector or value chain (micro level); creation of a sector specific conducive business environment (meso level) and framework conditions suitable for the entire business community (macro level).

•
Along the VCA, a key question: Who is doing what? Are these issues falling mostly in the responsibility of the Government or/and of public sector institutions or what would be the role of the private sector? 

•
Using a matrix of various reform issues and their implementation scheme and case studies the result may come as a surprise: A great deal of the reforms with regard to sector specific framework conditions is auto-set or heavily influenced by the private sector 

•
All that led to improved business friendly attitude --- decision makers in touch with the VC “Initiative” were much more open for reforms in regulations and policies thus complementing private sector initiatives

Lessons Learned – Thailand: 

(i)
VCA contributes to the successful promotion of quality infrastructure (QI) and other areas of business environment reforms 

(ii)
quality is more than standards as business environment is more than policy, legal and regulatory environment and 

(iii)
QI is not out of reach of small enterprises.

Lessons Learned - Sri Lanka

VCA with its inherent investigative, participatory and democratic elements unleashes knowledge, ownership and commitment, specifically among private sector which drove the processes; from the very beginning in the VC initiative, private sector participated and developed a better understanding of the sectors' situation and bottlenecks.

VCA that is based on the initiative and contributions of the private sector, through its participatory method leads to valuable recommendations to the policy makers on business environment reforms while promoting speedy and effective implementation processes

Issues raised:

•
Criticism on the presentations (by the Respondent) - did not touch on issues related to labour standards and the role of human capital based on ILO positions

•
What specific aspect of business where VC have more impact? Linking SMEs to markets (even to foreign buyers) expands opportunities for SMEs; admittedly the labour social standards may not have been addressed by VCA but at least it creates income and employment for SMEs

•
Being market driven, (i.e. geared towards export or domestic markets), VCA will have to hurdle some challenges as markets are not purely economics but have social and political space --- e.g. the growing power of big retailers such as Tesco and its entry in Thailand may make it difficult for small farmers to sell to such giant retail chains  

•
VCA has to addressed some trade-offs --- property rights vs. land market; marginal employment vs. decent work

•
VCA is widely accepted but still there are sceptics. Does VCA create behavioural change in the public and private sectors? And does it promote conducive business environment?  Entrepreneurs thrive whether the environment is good or bad. And entrepreneurship is even “older” and was there already even before new concepts like “enabling environment” evolved

•
VCA effectiveness/applicability varies from country to country; those countries that have some level of sophistication that understand “regulatory issues” (like China, Vietnam, Thailand) and those that are less developed (like Nepal, Sri Lanka) may have different applicability of VCA

•
VC addresses some cross-cutting issues but there are limitations --- being “quick and dirty” approach aiming for quick wins to generate confidence and credibility VC is not perfect, but it does not prevent implementers to go deeper for more strategic results

•
VCA should focus on top four issues: (1) Policy/institutions; (2) Infrastructure; (3) Support services; and (4) Capacity building.

Session 2.4: 
Enhancing Trade and Investment Through Better Business Environments

This was the second session dealing with the topic of trade, investment and the business environment. It dealt with the ways better business environment can improve the opportunities for trade and investment. Increased private sector investment and trade is a prerequisite for economic growth and business environments set the conditions in which this occurs. Thus, this session did not focus on specific trade promotion policies or programmes. Instead, it addressed the ways business environments can be made more conducive to increased levels of trade and investment in Asia.

Moderator
Martina VAHLHAUS, Gesellschaft für Technische Zusammenarbeit  (GTZ), Manila

Paper 2.4.1
Strategies for Services - Enabling Negotiators in Trade in Services


Anja GOMM, Gesellschaft für Technische Zusammenarbeit  (GTZ), Manila

Paper 2.4.2
Self Sustaining Mechanism to Enhance Trade Capabilities at Farm Level: A Study of the FICCI


Amit MOOKERJEE, Indian Institute of Management, Lucknow

Respondent
Kanishka WEERASINGHE, Employers' Federation of Ceylon, Rajagiriya

Rapporteur
Shaela RAHMAN, International Finance Corporation-World Bank, Washington DC

Point raised in the presentation of Paper 2.4.2:

•
Diffusion is a socio-economic process.  

•
Eurogap certification - export market access; 1st preference, lower risks, reliability benefits.

•
Less environment damage, input usage

•
Econ success i.e. word spreads throughout the community

Economic Success:

•
Market returns based (also leads to sustainability)

•
Competitive advantage to target party, derives more returns in mkt. 

Q
You said share you export is very small even though you are a large producer?

A
Only a fifth is exported. The NORAD funded project done through the Quality Forum. Founded that certification for Eurepgap was very low, and identified grape export trade as potential focus area. Undertook pilot training personnel for labs as done in Europe, also got state agency to fund labs for equipment and did publicity campaign to educate farmers. Idea was that pioneers in a market can become economically successful - provided a model for other sectors. So then they funded farmers that were more, rather than less advanced to provide an example.

Respondent's Comments: 

As far as FICCI presentation, the product deals with perishables. In Sri Lanka there is an apprehension of going into those sectors due to lack of infrastructure facilities. This is a very imp. project and there's no denying that, but the reluctance persists. So the question is, should the donors take on infrastructure improvements as well? The FICCI presenter responded that focusing on more advanced traders helps temper the reluctance due to the economic success that is generated by focusing on advanced farmers. Also, if there is money being made out of it, investors will come in.

On GTZ presentation, you spoke on role of the state and balancing interests and also role of private sector. Can you please elaborate on that? GTZ responded that in this case of utilities govt. served as both a regulator and a player - so need for balanced role of state between both. Another issue GTZ found relevant was how far state can play a balanced role for different private interests and ensure overall outcome is balanced between the various private lobbyists. Question therefore is whether you can support the govt in attaining this balance and PPD serves as a catalyst. 

The respondent further observed how, on the topic of enhancing trade, would you consider the labour laws in the land, which may act as a disincentive, so how would you simplify the interaction between the public and private sectors? GTZ responded that this issue came up a lot in PPDs, case where you have to look at each set regulations in specific sectors and go from there. 

Q
In FICCI you talked about importance of the value chain, but while this is so, it is very difficult to implement and somebody must take the risk (small firms/farmers cannot do so for extended amounts of time). Also, what is the role of the state? 

A
Depends on the product, here we are talking about grapes so the risks vs. rewards were very high. But the issue here was the economic gains and how that acted as a catalyst for others in the sector. If knowledge transfer also works there is wider engagement e.g. banks become interested. Also, with regards to who takes the risk, it was seen that the small scale farmers benefited, as the risk reduction mechanism was through community or farmers coops where the risk is shared amongst farmers - in India the slightly bigger farmers got in first and once the small ones saw they were successful they would get into the game as well. Also in India it was seen that larger scale farmers started sub-contracting smaller scale farmers. In the Phil, GTZ experience has also shown that this reliance of farmers on each other also leads to issues of business ethics. The 3 C's model is a good way to implement perhaps. 

Q
Follow-up to PPD - in your (GTZ) exp how willing is the private sector to take on this role usually left to the public sector.

A
GTZ said private sector doesn't take on govt's role but they can certainly act as a driver. They will only act as a driver however, if they see value in it e.g. in electronics in Phil they act as drivers, but not in transport - so it depends on vested interests in the specific sector.

Q
You talk of balancing act of public and private by govt. Is the value chain being used as a means of balancing? Is this a view that can prevail?

A
GTZ is using the VCA (value chain analysis) on competitiveness of transport sector in Phil and comparing it to Indonesia and we find it as a very useful approach - brings out issues on each step, nitty-gritty stuff, that can be highlighted for trade negotiations etc.

Moderator's Comments: 

Seeing a shift in these conferences where there is now more focus on the local and sector specific issues. Lots of talk over the years on vested interests and dialogue but more needs to be done to understand this, and role of govt. in this - I enjoyed the comment on govt. balancing it's role and acting as an honest broker. Trade negotiations and certification issues seems to be another thing bringing people to the table, but what happens when all that is done, what is the driver then, maybe we need to start looking at that as well. The importance of a domestic market, hard to start trading if you don't have a strong local market - so that's where we get into the discussion of what happens in countries where firms don't have that. Other thing I was taken with was the need for infrastructure to facilitate trade and who pays for that infrastructure (state or private sector)? 

CONFERENCE THEME 2: MANAGING BUSINESS ENVIRONMENT REFORMS IN ASIA

This conference theme dealt with the ways donor agencies can support developing country governments, private sector organizations and other social partners in their efforts to reform the business environment. It began with a panel session on the key issues for donor agencies in their support of business environment reforms. This was followed by two series of parallel breakout sessions dealing with various aspects of donor agency support for business environment reform.

The last session in this theme was a debate on the contribution business environment reform make toward poverty reduction.

Key Donor Issues For Business Environment Reform in Asia

This panel discussion began with short 10-15 minute presentations by senior representatives of selected donor agencies and was followed by a panel discussion that includes questions from the audience.

The panellists:

•
Jean-Pierre A. VERBIEST, Country Director: Thailand Resident Mission, Asian Development Bank (ADB), Bangkok

•
Michael HENRIQUES, Director: Job Creation and Enterprise Development Department, International Labour Organization (ILO), Geneva

•
Richard BOULTER, DFID Head of Profession for Private Sector Development, UK Department of International Development (DFID), Dhaka

•
Max AITKEN, Manager, SME Department, International Finance Corporation-World Bank Group, Washington DC

•
Pierre PORET, Head, Investment Division, Organisation for Economic Co-operation and Development, Paris

•
Marinus Sikkel, UNESCAP, Bangkok
Following the presentation – which can be found on the conference website – there was range of questions and comments discussed.

Question:
Extending time frames for monitoring and evaluation leads to more complexity… Does log frame as an M+E tool work?  Is there something better?

Response 1:
Struggling with log frame approach; can circulate Bangladesh one.  Disadvantage: complex.  Advantage: good and specific indicators.  Log frame does not trip up BE (Boulter).

Response 2:
Log frame - conceptually not an issue but devil in the details; we have agreed on some common specific indicators of impact, have some common systems - will hopefully enable us to come up with some aggregate indicators and averages (Aitken).
Question:
Coordination of donor assistance: Do we have clear, empirical evidence that it is more effective to work together? Is it really more cost effective to do it separately or together?  Is there a need or is coordination just for the sake of coordination?

Response 1:
There are 450 individual projects in Zimbabwe.  It is too many.  We need to not deliver one by one projects.  There s a trade off but we need to reduce one by one projects.


On SWAPS - can do where donors are active; but difficulty in dealing with so many ministries; but we should continue to try to do SWAPS.

Response 2:
We don't talk about donors, we talk about partners; the Paris agenda - good to move in that direction. But am not persuaded that all players are very sincere; Traditional donors are pushing aid agenda; We have to do so many assessments: 5-6 mind bogglingly long docs. Governments are also doing these assessments - why do we repeat?  But our boards say we have to.  We need to change ways of doing things in traditional donor countries

Question:
In Indonesia we have seen political systems change because of economic crisis and student protests. What is the role of civil society in improving BE? Can you use sub-national reforms to improve national environment?

Response:
There is a strong role for civil society, important to bring in civil society at local level

Question:
Debate is sophisticated but within very tight limits - mostly south and southeast Asia, only from a few donors. In Mongolia, we have had a rainfall of assessments: World Bank, ADB, GTZ… Ten reports on diagnosis of what's wrong with BE in Mongolia. We don't want anymore - established working group - now spent 1.5 years trying to figure out what working group should be do (e.g., what should be done about one stop shop?).  But donors have not come with any ideas on what we should actually do.  We've been asking to do a one-stop shop but there has been no advice from the many donors about how to do it.  We want to know what is being done in other areas.  We need some guidance.

Question:
Haven't heard much about corruption and good governance. Regulatory reforms are meant to improve good governance.  Want to hear more about this.

Response 1:
Good governance - we agree across divisions that this is important.

Response 2:
Good governance is key.

Response 3:
Streamline process to reduce areas for corruption.

Response 4:
36 member governments have signed on OECD convention that makes bribing foreign officials a crime; the number of prosecutions is increasing; this addresses supply side of bribery; DAC is working on demand side; ADB conference on anti corruption.

Question:
Are different donor agencies, with different mandates facing same issues or different issues? Are there different issues in different countries? Is there one opinion or different opinions about the key issues we are facing?

Response:
Community of practice: reforming BE is not rocket science, we know we need to reform BE, so knowledge management and educating people is important.

Question:
How can we increase the appetite and capacity to reform?

Response:
Increase appetite for reform - important and tricky; measurement and ranking is key; what gets measured gets done; ranking work is very helpful; we don't need more diagnostic but need to do more work at sub-national level - more measuring and ranking here would be helpful.

Response 2: 
Good analysis is important - show costs of not changing; demonstrate that taking certain steps to improve the BE helps a country; show evidence other countries.

Response 3:
Labour and civil society need to be involved; we have to think about who is representing who; involve civil society to increase legitimacy and increase appetite for change.

THEME 2 BREAKOUT SESSIONS

Following the plenary session, a series of breakout sessions were held. The following reports were prepared during these sessions.

Session 3.1:
The Challenge of Identifying and Working With Drivers of Change

This session examined the political economy of reform in Asia by focusing on the drivers of change in the process of reform. Three papers are presented. 

Moderator
Ed CANELA, Conference Co-Moderator, Manila

Paper 3.1.1
How Broad-based Reforms Succeed in Changing the Business Environment: The Strategic Use of Drivers of Change


Scott JACOBS, Jacobs and Associates, Washington DC

Paper 3.1.2
Chambers of Commerce and Industry as Key Drivers of Change for Local Business Reform - Methodology and First Experiences from Mongolia


Florian LÜTTICKEN, SEQUA, Bonn

Paper 3.1.3
Achieving business climate reform in Afghanistan


Temor SHAH, Government of Afghanistan, Kabul

Respondent
Pradeep MEHTA,_ CUTS International, Jaipur

Rapporteur
Shaela RAHMAN, International Finance Corporation-World Bank, Washington DC

Session 3.2:
Collaboration and Harmonization Among Donor Agencies Engaged in Business Environment Reform

In recent years there have been louder calls for donor agencies to improve the way they collaborate with one another. Programme harmonization and coordination when supporting business environment reforms have become essential. This session focused on the main drivers of business reform and the ways donors can support change processes.

Moderator
Farooq SOBHAN, Bangladesh Enterprise Institute, Dhaka

Paper 3.2.1
Steering the Drivers of Change in the Same Direction: A Case Study in Creating a Common Business Environment Reform Agenda Among Donors, Government and the Private Sector


Jennifer WILSON, International Finance Corporation, Dhaka

Paper 3.2.2
Denmark's Business Sector Programme Support (BSPS) to Vietnam: alignment, ownership, sustainability and harmonization


Henrik VISTISEN, Danida, Hanoi

Respondent
The use of ODA in support of developing countries efforts to mobilise investment for development

Michael LAIRD, Organisation for Economic Co-operation and Development, Paris

Rapporteur
Christian VON DRACHENFELS, Gesellschaft für Technische Zusammenarbeit  (GTZ), Frankfurt

Main points of the presentations:

•
For Bangladesh there were different drivers of reform and a fundamental consensus for reform among private sector stakeholder and high level government

•
A private sector development (PSD) Task Force was established which now became a permanent governmental institution

•
Problem: frequent changes of positions of  heads of agencies (in general trained personal sometimes is transferred to other agencies and so the training has at least no impact on the project at hand), in general difficult to consult with them as their time resources are limited, therefore donors need to be prepared well, busy stakeholders want a clear assessment of problems and well prepared propositions (at least a well prepared topics for discussion) avoid “meeting fatigue”!

•
Study tours for stakeholders to domestic and foreign enterprises or for instance to boarder controls were a success as one could see how difficult it is to conduct business under the present regulations

•
Lessons learned:

–
Importance of partnerships and dialogue from early stages

–
Need for demonstrable results

•
Sustainable capacity building, which is a result of a advocating a vision of a professional donor that provides incentives for stakeholders to keep them involved

•
Developing champions, not only at top level (prime minister or ministers) but also at the mid-level to be on the safe side if there is a change at the top level

•
In Vietnam there was a strong commitment by the government to PSD

•
Alignment with government strategy was therefore possible

•
Also alignment among donors, SME partnership group to share information among donors and for the government to update donors, technical working groups

•
Key achievements: among the already mentioned, joint studies; more ambitious or open tasks for the future: joint reviews, joint programming among donors  = more donor coordination

•
Michael Laird pointed to the unique current opportunity to make donor's support for investment more effective

•
Objectives for donors: help lower the cost of investment, reduce risks, improve competition, develop human and institutional capabilities

•
Two key areas: infrastructure, financial markets development

•
Challenges: political will, diverse private investors - different needs and interests, expectations need to be kept realistic

•
Include the poor, increase their market access, unleash women's entrepreneurship, promote environmental sustainability

•
Make ODA more effective, coordinate and harmonise, develop capacities of public and private stakeholders, promote structured public-private dialogue, use market based approaches

•
DANGER: lack of coordination can kill markets!

Questions raised by Farooq SOBHAN and the participants of the session and answers as far as they were given during the session:

Q:
Should donors only coordinate their activities at the operational project level or is there more need for “Headquarter” (HQ) (policy formulation) donor coordination? 

A:
Probably difficult as donors have different approaches, so at project level easier

Q:
Does a level-playing field help SMEs?

A:
Yes, it helps!, most investment is domestic so getting the investment climate right is important for SMEs

Q: 
Are the Paris Declaration or the MDGs used as monitoring tools?

A:
There are reports by donors to HQ, maybe spread them to other donors?! 

Q:
PSD is kind of difficult if the key activity areas are somewhat related to the cross cutting issue of PSD but it is not really a focus topic?

A:
Just very short comment so: open

General statements that were not answered:

•
There seem to be form time to time problems of donor coordination among the agencies of one country or for instance with the embassy

•
Changing laws is important but a change of mindset is probably more important

•
Reach out to business associations! 

Three lessons from Farooq SOBHAN:

1.
Share (spread) information of donor activities so that they are not misunderstood (inclusiveness)

2.
Importance of  champions (at best at the top level, but also at the mid-level)

3.
SMEs are an important target group

Session 3.3:
Focusing Reform Efforts

This session addressed reform priorities and the ways these are identified and pursued. It examined the ways in which business environment reform can be used to address poverty and unleash the development of the private sector. The first paper presented a macro-economic perspective on the role business environment reform. The second paper presented the case of Pakistan and focuses on the critical business environment constraints that affect business development.

Moderator
Pierre PORET, Organisation for Economic Co-operation and Development, Paris
Paper 3.3.1
Macro Economic Reform for Business Environment: Does It Work and Does It Have an Impact on The Poor?


Peter VAN DIERMEN, AusAID, Canberra

Paper 3.3.2
Toward a Greater Understanding of Business Constraints in Pakistan


Wade PFAU, GRIPS, Tokyo or Sajjad MOGHAL, Small and Medium Enterprise Development Authority (SMEDA), Lahore

Rapporteur
Christian FOUGNER, Norwegian Agency for Development Cooperation, Oslo

Session 3.4:
Improving Public-Private Dialogue

This session continued the focus on the political economy of reform, this time by focussing on the role of social dialogue and representative institutions. The first of the two papers presented examined an ILO reform programme in Sri Lanka and the role of PPD. The second paper presented findings from a recent assessment of PPD in Asia and introduces a recently produced guide for improving PPD.

Moderator
Deepak ADHIKARY, Conference Co-Moderator, International Finance Corporation, Dhaka

Paper 3.4.1
Improving the Local Business Environment in Sri Lanka Through Public-Private Dialogue


Roel HAKEMULDER, International Labour Organization, Colombo

Paper 3.4.2
Public-Private Dialogue Impact Assessment Study (Cambodia, Lao PDR and Vietnam) and The Public Private Dialogue Handbook


Presented by Andrei MIKHNEV (in the absence of Benjamin HERZBERG, International Finance Corporation-World Bank, Washington DC)

Respondent
Ariel CASTRO, Trade Union Congress of the Philippines, Manila

Rapporteur
Graeme BUCKLEY, International Labour Organisation, Geneva

The Conference Debate: Business Environment Reform is THE key element in the reduction of poverty

The conference debate was designed to raise issues of interest to the donor community concerning business environment reform. It allowed for argument for or against the following proposition: 

“Business Environment Reform is the Key Element in the Reduction of Poverty”.

It was understood that there are many shades to this issue and treating it as black or white is not necessarily the approach most people take. However, the debate format encouraged the full range of arguments to be presented.

One of the inspirations for this debate was the proposition that has be put by Tilman Altenburg and Christian von Drachenfels on what they called the “New Minimalist Approach”. This was recently presented in the Development Policy Review, 2006, 24 (4) pp. 387-411, in their article titled, “The 'New Minimalist Approach' to Private-Sector Development: A Critical Assessment”. 

The two teams were as follows:

TEAM AFFIRMATIVE


Pierre GUISLAIN, FIAS, Washington DC

Sanjivi SUNDAR, Professor of Regulatory Governance, New Delhi

TEAM NEGATIVE 

Tilman ALTENBURG, German Development Institute, Bonn

Sunil SINHA, Emerging Market Economics, London

Ed CANELA (Moderator) introduced the topic and explained the format. He then introduced the first speaker for the affirmative.

Pierre GUISLAIN (for the Affirmative) raised the following points:


•
BE is too important and too costly to be left to government and donors alone

•
BE is what is going to lead to growth and poverty reduction

•
Focus on least developed countries

•
Focused with conflicting and difficult demand and low capacity, BE should be focus of least developed countries

•
Re-discovered that growth is key determinant of poverty reduction (not social programs)

•
Burdensome regulations are holding private sector back  eg) Kenya 1500 licenses etc.  In Africa with lowest growth and highest poverty, also highest regulatory burden - must reduce burden

•
Countries with less burdensome regulation move faster 

•
Relatively inexpensive to do BE reform

•
100% within control of government - every government can do it and it has huge impact on growth, PSD growth and poverty reduction

•
Biggest challenge is competition or lack thereof - BE reform has to remove barriers to competitiveness, for example opening trade; also in markets- markets distribute goods better than govt.; the private sector has not been allowed to do what it does best

•
Look at success of telecom reform in Africa - success of telecom is because of reform not donor interventions.  Contrast Ethiopia (no reform) to other countries; improvements in telecom has had wide range of impact

•
BE reform is about empowering people

•
Not about the absence of regulations - but about good regulations

•
BE is the main driver for poverty reduction - it's about giving poor opportunities

•
“Old system” is system of vested interests - BE reform will give the poor opportunities

•
Moving from a framework created for elites to a framework that gives opportunities to the poor

•
BE reform will create jobs, create greater access to goods/services, provide a recourse against the powerful

•
Virtuous cycle - leading to more investment and more confidence in the private sector; investors will invest where there is hope and growth not perfect environment- but improving

•
BE is the long hanging fruit on the agenda

•
Finding the best entry point is the challenge - the recipe is the local recipe - donors can help

•
Empowering environment; personal empowerment of the poor 

•
Empowering local reformers - we are just facilitators and actors

Tilman ALTENBURG (for the Negative) raised the following points:

•
Economic growth is key for poverty reduction - private sector growth

•
BE reforms which will unleash growth are key to poverty reduction

•
But WHAT is a conducive BE?  

•
Minimalist approach is too narrow and partly wrong - does not understand drivers of growth

•
True that corruption, red tape is bad - need to reduce this; need more transparency etc. 

•
BUT, are these policy recommendations key to poverty reduction

•
Minimalist point of view equates good regulation with no regulations - but we societies need rules - eg house rules of the conference - the question is which rules are necessary; create a benchmarking system where those with less rules win - recipe for anarchy (e.g., Thai government offers incentives for SMEs to use technology which would lower their DB score)

•
Simplistic view of the private sector; yes registration reform leads to more registration but does this lead to greater productivity, more jobs, etc.  Empirical evidence shows that land reform does not necessarily lead to greater finance

•
What constrains the informal economy - lack of education, technical skills, business ideas, access to markets.  These are necessity entrepreneurs.   Move into activities with low entry barriers, produce commodities.  If you open up markets - what happens to these people?  Not always winners of deregulation

•
You assume that a level playing field is best for pro poor growth - a level playing field only makes sense if everyone starts on the same footing.  But the poor don't start on the same footing

•
Your recommendations are based on an Anglo-Saxon viewpoint not even acceptable to many Europeans, much less to Asians.  Not based on international consensus or peer review process.  Eg) less get China to comment

•
You cannot provide empirical evidence of impact on poverty.  DB only shows outcomes on input side - reductions in number of days to register

•
The 2.5% in additional growth presented by Caralee - what are the assumptions behind this?  

•
The BD report has 30 people in headquarters; and 1000 in the field and no evidence of impact on poverty

•
The reforms are a long hanging fruit - easy to implement - this argument is contradictory.  You said that the current framework is corrupt - but you say it’s easy for these selfish bureaucracies to reform themselves
Sanjivi SUNDAR (for the Affirmative) raised the following points:

•
Give a dog a bad name before you hang it - he's calls us minimalists but fails to show what the maximalists have accomplished in the past - they have failed.  If they had produced growth, we wouldn't be here talking about need for growth 

•
Position of China and India in the DB index does not relate to their growth rate - but growth is a result of reforms carried out in these countries in the 90s.  BE reform at a macro level had led to growth in recent years.  Tilman had not compared growth with growth.  DB index is recent - does not tell whole story - does not tell how macro economic reforms in China and India have infused growth into those countries

•
Sub-national level - ample evidence in India to show that states that have better BE are doing better

•
Even WB has accepted that growth is really what produces poverty reduction - but has to be pro-poor growth.  ILO approach is to provide decent work for all.  David Elliot's paper shows direct link between employment and poverty reduction.  And link between employment and other MDGs

•
Vibrant PS is critical to creating jobs and poverty reduction - this is the gift of the private sector.  We need a vibrant PS only if the BE is conducive for growth.  This is where BE reform becomes critical.  There must be political stability, market friendly system, reduces costs, in which business can access inputs at competitive price and market goods at a competitive price

•
If government provides a good environment, the PS will deliver growth, employment and poverty reduction

•
In developing countries, most employed are in informal sector (e.g., 92% in India).  Many are invisible and vulnerable.  BE reform must also address environment in which informal sector operates.  Right now they are not regulated or regulated too much.  Better environment for informal sector would lead to greater self employment and employment in IS.  Good BE is the foundation.  Will lead to greater govt money to invest in social infrastructure like health and education.  Social infrastructure has a direct relationship to poor reduction

•
Employment is the way out of poverty - PS creates employment, PS can only flourish in a good BE, improving the BE leads to more investment in social infrastructure which leads to poverty reduction

•
BE is the heart of poverty reduction

Sunil SINHA (for the Negative) raised the following points:

•
Pierre  and Sanjivi is talking about infrastructure and education and health. I should rest my case

•
If they said that BE is an important contributor to poverty reduction - there is no debate.  

•
Poverty is complex; many dimensions.  Just one doesn't cut it.

•
I don't want to be a bad guest.  The cost of doing business is a useful tool.  It helps.  

•
What does BE reform do and not do?

•
CDB Reduce cost and risk - but people are looking at the return - if there are no opportunities people will not invest

•
Investment is not the key driver of growth - it's productivity.  CDB does nothing about that

•
To harness trade requires complementary policies not just CDB

•
Market failure is prevalent.  What does CDB do about factor reductions

•
Where are the poor?  If you don't address risk and vulnerability, the can not take up opportunities that growth provides.  The very poor don't migrate - they don't have social capital and can't take the risk

•
Even on income dimension of poverty reduction, BE reform is not enough

•
If you look at other dimensions of poverty, it's certainly not enough.  Also social dimension

•
1990s were called the Lost Decade because of Washington consensus which was supposed to work everywhere.  

•
But we might now loose another decade to another formula - CDB.  

•
Goodbye Washington Consensus – Hello Washington Confusion.  Not results blamed on bad implementation rather than poor formula.

•
We are not understanding growth processes - it's not a formula.  It's about human beings (e.g., China where BE is bad but high growth)

•
What does make for pro-poor growth?  Nature of the compact between state, PS and civil society.   Where the compact exists, we don't need donors.  Where it doesn't exist, we will not get growth.  

•
CDB is not the heart of the business.  Eg) taxes - it's cultural, not technical

•
“If you can measure it, it will be done” - then let's look at what we measure.  CDB focuses on small formal sector.  Who's cost of business are we talking about?

Ed CANELA then invited the conference audience to participate by offering comments, statements or questions to either team or speaker. 

•
BE is just a small part of a larger picture.  We need to look at whole picture.

•
Propose an integrated approach.  So many impediments to growth in sectors.  Improving the framework conditions only will not address the impediments.   On the other hand, need investment and you need good BE for that.  You need rules, appropriate rules.  You need rules, well administered.  

•
Who are the poor people?  60-80% engaged in subsistence activities in informal sector are the poor.  Mostly in micro and small enterprises.  Is BE reform targeted toward them?  Right now no.  CDB is targeted towards enterprises with 200 or more workers. Unless and until we can target broader enabling environment, not just BE, we will not be able to address poverty

•
Confusion on what BE actually means.  At this conference, we're talking about policies, laws and regs. We assume that reform in this area, leads to benefits to firms etc.  Economists assume getting incentives right will lead to growth, benefits etc.  But ways in which incentives lead to change are complex.  We have to consider the range of ways that business benefits are conferred - there are a range of other factors around eg land reform that must also be in place for people to benefit from that reform

•
CDB does triggers reflection. And we'd all like to find THE KEY.  But, this is a search for the holy grail.  It is a myth.  We have to deal with a lot more issues.

•
Great achievement that CDB is now equated with BE.  But we need to think about something much larger.  There are a lot more dimensions of BE that we need to think about.  If BE was defined more broadly, we would have less debate

•
Who benefits from a better BE, small or large enterprises?  I would argue that small enterprise benefit more. Small enterprises cannot deal with complicated red tape like larger ones can. So for them, we need to reform BE.  BE treats everyone equally.  Then more talented benefit more but can create jobs for others

•
Growth is a prerequisite for poverty reduction.  Health and education also needed but have to have growth. The poorest quintile growth as much as the richest.  Why?  Micro finance and rural infrastructure.  Expand BE definition to include these types of things - then proposition makes more sense.  BE reform is important but we should not kid ourselves and link it regularly to poverty reduction.

•
Bangladesh has 40 million people living in extreme poverty.  They can't even get access to micro-finance.  How does THIS help them?  

Response from Team Affirmative: 

•
This is not just about CDB.  The BE community does not assimilate itself to simple automatons.  BE goes far beyond what CDB measures.  CBD should not be bible.  It is an essential tool that is getting us attention and gets governments to focus on conditions needed for growth and pro-poor growth. 

•
Support the broader view of BE - it's a process of change, reform of empowering people; it is not a simple formula

•
Opposition does not understand definition of BE reform

•
BE reform is about appropriate regulation.  Does not stop with licensing, it's a whole environment including infrastructure etc. 

Response from Team Negative:

•
CDB touches only marginally on growth and even less on poverty reduction

•
Is it the key for poverty reduction? The answer is no.

•
If we define the BE in a broader way, we will agree

•
We are not maximalists (in way of Soviets).  

•
We need to incorporate in BE definition, proactive govt activities to lead to pro poor growth.  We need proactive, strategic govt activities to reach very poor people etc.  More active role than deregulation.  Telecom in Africa - original WB activity in this area - transferring to private sector was a disaster.  We don't need deregulation but reregulation in a better way

•
Donors should be critical - CDB stretches the message and in some areas is wrong

•
Opposition has claimed that education and health is now part of the BE - they are playing with definitions.  

Comments from the debate respondents (Richard BOULTER, DFID Bangladesh and Jim Tomeko, GTZ, Bangkok):

•
BE reform does not have to insist on a level playing field

•
Growth causes poverty reduction; PS produces jobs; jobs reduce poverty

•
A recent WB report in Bangladesh says we need to worry about factor productivity

•
It comes down to ideology - but a different form of ideologist.  I tend to look for single, simplistic solutions

•
Team Negative had an easier debate because of the word KEY.  BE is not the holy grail.  

CONFERENCE THEME 3: LESSONS TO LEARN FROM BUSINESS ENVIRONMENT REFORM IN ASIA

This conference theme will focused on how the experience of business environment reform in Asia can contribute to the formulation of donor guidelines and good practices. The presentations and discussions in this conference theme included an examination of the ingredients of successful business environment reform in Asia, as well as the processes and organizational arrangements that promote success.

Special attention was given to the role of donor agencies in supporting business environment reform as well as the contribution of private sector organizations. This theme also provided for a discussion of the first draft practical guidance.

Session 4.1:
The Role of Multinational Enterprises in Business Environment Reform

This session examined the, sometimes controversial, role of multinational enterprises in supporting business environment reform. Two papers were presented. The first described the ways multinational enterprises can lever reform efforts. The second presented a broader international perspective from the Organisation for Economic Co-operation and Development in Paris.

Moderator
Ed CANELA, Conference Co-Moderator, Manila

Paper 4.1.1
Public-Private Co-operation: Joining Hands with the International Private Sector in Leveraging Reforms


Corinna KUSEL, Gesellschaft für Technische Zusammenarbeit  (GTZ), Frankfurt and Thomas FINKEL, GTZ, Hanoi

Paper 4.1.2
Findings of the OECD Guidelines for Multinational 2006 Annual Report


Pierre PORET, Organisation for Economic Co-operation and Development, Paris

Respondent
Farooq SOBHAN, Bangladesh Enterprise Institute, Dhaka

Rapporteur
Christian FOUGNER, Norwegian Agency for Development Cooperation, Oslo

Session 4.2:
Mechanisms for Donor Supported Business Environment Reforms

This session examined some of the specific mechanisms donor agencies have used to support reform of the business environment. The presentations dealt with the information donors can access when designing and monitoring business environment reforms, as well as the ways donors can mobilise private sector actors in their support of reforms.

Moderator
Tony POLATAJKO, UK Department for International Development, London

Paper 4.2.1
The Business Environment Country Profile:  A Centralized Resource for Business Environment Information, Comparison and Collaboration


Michael R. Ingram, International Finance Corporation-World Bank, Washington DC

Paper 4.2.2
Using Enterprise Challenge Funds to Promote a More Enabling Environment for Business: Challenges and Opportunities


Alwyn CHILVER, AusAID, Canberra


Rapporteur
Shaela RAHMAN, International Finance Corporation-World Bank, Washington DC

After the two presentations the following discussion occurred:

Q:
When will the tool become available to the world community?

A:
No date set specifically, few things driving this. A lot of the info is proprietary so we have to get permission from each group first. We also have to make sure this tool is fine tuned to deliver what it is supposed to do an get the bugs out, from an internal perspective - but we do have a goal to get this out externally. 

Q:
SIDA has a similar web-based toolbox that has been very useful so we're looking forward to the launch of your tool.

A:
We're definitely interested to find out what SIDA is doing in this arena.

Q:
WB is doing a public service so this should be external as soon as possible. Some concern that this task you've taken could take forever, so small steps may work as well.

A:
Every donor will have a different way of categorizing this, but we do absolutely follow the ideal of taking small steps. We envision working with the DCED as a convening body to get ideas and coordination. Our initial thought right now is to have key word search capability.

Q:
How will you bring this to policy makers, especially at the local level, is an important issue.

A:
I agree that this is imperative; as imp. as diagnostic tools can be, they're only as effective if people use them.

Q:
Not sure a database presentation is the best way to generate learning - so how do you propose to draw lessons (e.g. health and education sector etc) to feed into your database. 

A:
Our intention is not that THIS IS the tool that houses lessons learned. The idea is that we create the opportunity to find out what lessons are out there - you can search this database for the 40-50 projects that are in a particular area (e.g. land reform) and find out contact info for the teams which you can follow up on if that's where your interest lies, so we're essentially acting as a medium to get to the lessons learned.

Q:
You said it is key to get thorough info from other donors before you go public, but that can take forever, and the same story if you are trying to make it perfect. The business entry figures you're collecting, is that public?

A:
Yes, the business entry figures are public.

Q&A/Comments on AUSAid Challenge Funds: 

Q:
You mentioned “crowding in” - how do you encourage risk-taking then if there isn't a commercial reason to get into an area from the private. sector view.

A:
If it is designed perfectly the ECF is giving firms money to do something they normally would not do, so there would be no competition about it when starting out (i.e. when it is not seen as a money-making venture). But that said, once a big firm sees the potential to make money in a market that it has gotten into and has first mover advantage in, it will do all it can to protect it's market share.

Q:
We used ECFs in Katalyst and it was successful to an extent. But have these really led to lessons from the community, so am basically looking for experience sharing?

A:
Ultimately governments in developing countries wants private sector to run these funds

Q:
These are mechanisms that allow large business to reach the poor but crowd out small players, so isn't there a danger in this, and do they reach the poor?

A:
There is a severe reaction to this sometime, even with AUSAid there was concern about why we're giving money to the private sector, but the idea is that we're giving them money to do something they otherwise wouldn't do e.g. going into really poor rural areas or undertaking a new technology that would help the poor. This is acting as a catalyst to do new things and shows the private sector you can actually make money out of it.

Q:
Coming back to the topic of the conference, where have these ECFs led to changes?

A:
There was an example in the presentation on synergies where the ECF led to changes in the business environment. Another example was with PPD where the ECF brought all players into the same room, and the businesses' view do seem to open the eyes of the regulators to an extent.

Q:
ECFs are great for innovations at the micro levels but the topic here is how it is a mechanism more tied to public goods, how do you ensure that and pro-poor outcomes esp. if you don't know too much about the sector e.g. telecom regulations etc?

Q:
Have you thought of just having a fund that just addressed the distortions, at the very small level, e.g. immigrant workers coming to Laos, setting up a bake-shop but how do you make it formal? 

A:
Very good question and obviously you didn't buy my second slide about the rationale of ECFs, waiting the years it'll take for the nirvana to arrive. The market failures we're talking about are really information failures, but then you risk getting into this game of picking winners, and this ECF area is competitive - these are not instruments to primarily influence the BEE area, there are synergies and that's what we're talking about here. 

Respondent's Comments:

When I look at the title of this session, I would expect 10-12 different papers showing various mechanisms, but we actually did not get very many submissions at all when we called for papers on this. So this is something we need to think about. I think that not only this but other conferences as well where participants say there are so many diagnostics, surveys, data etc, so it may be good to put this into a one-stop-shop where all this info can be aggregated, where practitioners can have a broad view of the learning that is out there. Example of the Ghana MSME project, it was found out by accident that the WB had implemented another MSME project in Ghana years earlier, and we may not have even known if we hadn't learned about by accident. 

Question for Mike Ingram:

How can other donors participate in this research work? Also, you are in DC but how does the work you're doing there link with staff in the field, how are they participating. 

Answer:

A few different ways other donors can participate - provision of consistent, comprehensive and timely data for one; we look for recommendations on enhancements from other donors. One of the things that would be interesting is that given there are still holes in the information so perhaps by putting this out there donors can step up and help us fill these gaps. With regards to teams in the field, we are trying to aggregate info that reflects reality on the ground and we are working with WB and IFC field office staff, this will become more difficult once we bring other donors in.

Question for Alywn:

How can you synchronize efforts of the micro and macro levels? Usually all this donor supported assistance to the private sector should only be when there is a market failure - what are the incentives to ensure that the assistance you're giving is having an impact on the poor and you can see over time how this money was used. 

Answer:

With regards to incentives, this is something we are thinking very hard about, and we are trying to put them into the contracts of the fund managers. As for how we can monitor the impacts of these projects, the role of the panels is key - there is a local and in-country panel, which it has to go through first and then they are taken through an international panel. Overall I think it's fair to say the M&E of the different ECF projects has been pretty poor, and there are obviously lessons to draw - you don't want to get them to do donor style reporting and scare them off, but we're trying to strike a balance. Finally, your ideas on strengthening business initiatives to try diff. things, and we're trying to offer them only the one incentive to get out into that market and make some money. 

Moderator's Comment:

DFID has a website on ECFs that you can access as well.  

David Allen's Comment:

ECFs promote partnerships and that's how they've been used within DFID. For example: in Tanzania corporates seeking local procurements but having totally diff. procurement processes, the partnership there was with the private sector to work with corporates to harmonize their regulations. 

Session 4.3:
New Lessons from the Experience of Business Environment Reform

This session focused on some of the new lessons that have been learned in donor-supported business environment reform. 

Moderator
Nilgün F. TAS, UNIDO, Hanoi
Paper 4.3.1
Bottom Up: Applying Lessons from Sub-National Reform to Influence National Policy in Vietnam


Trang NGUYEN, Mekong Private Sector Development Facility, Hanoi

Paper 4.3.2
Policy and Regulatory Environment in South Asia - Informality and Poverty Alleviation


Gopal JOSHI, International Labour Organization Geneva

Respondent
Sanjivi SUNDAR, Professor of Regulatory Studies, New Delhi

Rapporteur
Christian VON DRACHENFELS, Gesellschaft für Technische Zusammenarbeit  (GTZ), Frankfurt

Main points of the presentations:

•
Pilots were used in Vietnam by IFC-MPSD, get quick wins - create momentum, took provinces from different development levels to compare impacts

•
Implementation varies significantly, coordination between responsible officials is party weak

•
IFC-MPSD puts lessons learnt to government

•
Allow room for reform-minded provinces that might want to go even further with their reforms

•
Gopal JOSHI pointed to shortcoming of the Doing Business Report regarding the size of businesses (> 200 employees) which is not a typical developing country (DC) business

•
Most of employment in DC is in micro businesses 

Questions raised by Nilgün F. TAS and the participants of the session and answers as far as they were given during the session:

Q:
Informality and poverty? Examples of higher growth but rising informality - how can this be explained? Why do informal businesses not register?

A:
Some questions remained open, but: enterprises just try to avoid taxes and therefore do everything to avoid formalisation even if they are growing, nevertheless the people with low skills are not able to do jobs that require a higher qualification and therefore remain in informality

Q:
How did sub-national projects affected national polices?

A:
There was an effect, local activities caused attention at the national level , in Indonesia this let to reforms of national laws; local provinces move sometimes faster than the national level so take the lessons learnt to the national level

General statements that were not answered:

•
If businesses will benefit from compliance with regulations they will do so, but a lack of compliance can also be caused by a lack of capacity to do so by entrepreneurs

•
In Bangladesh most businesses are unregistered but this is also caused by lack of markets and credit

•
In Indonesia One-Stop-Shops increased registration of businesses but they are not making use of accessible credit due to remaining practices from the time when they were informal so possibly this is just a temporarily phenomena

•
Donors need to coordinate and harmonise but maybe also to complement each other. Different donors could tackle different factors that are important for doing business if they manage to coordinate and leave every donor with a special task

Statement by one person after the session: Financial assistance that is provided to local banks for lending to the private sector is sometimes provided for higher interest rates than the ones set by the donor lending bank. Probably direct lending from donor banks would be better. 

Statement by Nilgün F. TAS: Clarification that all donors worked with government not only IFC-MPSD; As a clarification about 'registration': In Vietnam every business is registered somewhere but some under district law and just some under the new business law.

Statement by Sanjivi SUNDAR (questions that remained almost unanswered):

•
In Vietnam many donors work on the same field has there been an evaluation and comparison of similar projects?

•
What about a One-Stop-Shop for donor harmonisation!?! 

•
Does formalisation depends on the soundness of regulations or the mindset (the attitude towards formalisation) of entrepreneurs?

Session 4.4:
The Role of Business Membership Organizations in Business Environment Reform

This session examined the role of business membership organizations and other forms of private sector representative and promotion agencies in advocating and supporting business environment reform efforts.

Moderator
Deepak ADHIKARY, Conference Co-Moderator, International Finance Corporation, Dhaka

Paper 4.4.1
The Role of Business Associations In Business Environment Reform


Tim DYCE, Director of the Asia Pacific Enterprise Training Centre, Sydney

Paper 4.4.2
The Role of Business Development Agencies in Developing Economies for Improving The Business Environment For SMEs


Sajjad MOGHAL, Small and Medium Enterprise Development Authority (SMEDA), Lahore

Respondent
Samantha ABEYWICKRAMA, Federation of Chambers of Commerce and Industry of Sri Lanka, Colombo

Rapporteur
Michael R. Ingram, International Finance Corporation-World Bank, Washington DC

CONFERENCE THEME 3:

LESSONS LEARNED FROM BUSINESS ENVIRONMENT REFORM IN ASIA

The third conference theme focuses on how the experience of business environment reform in Asia can contribute to the formulation of donor guidance. It includes an examination of the ingredients of successful business environment reform in Asia, as well as the processes and organizational arrangements that promote success. Attention is given to the role of donor agencies in supporting business environment reform as well as the contribution of private sector organizations. 

Guidance for Donor Supported Business Environment Reform: Debates and Challenges: Presented by Simon WHITE, Business Environment Working Group

The Role of the State in Business Environment Reform: A Synthesis of Previous Discussion and the Conference Debate: Presented by Jim TANBURN, Donor Committee for Enterprise Development

Reforming the Investment Climate: Lessons for Practitioners: Presented by Pierre GUISLAIN, FIAS, World Bank Group, Washington DC

Plenary Discussions

THEME 3 BREAKOUT SESSIONS

Following the plenary session, a series of breakout sessions were held. The following reports were prepared during these sessions.

Session 5.1:
Objectives of Business Environment Reform in Asia

This session focused on the primary purpose of business environment reform in Asia. It examines the questions contained for this session in the draft donor guidance.

Moderator
Corinna KÜSEL, Gesellschaft für Technische Zusammenarbeit  (GTZ), Frankfurt

Rapporteur
Armando DATUIN, Gesellschaft für Technische Zusammenarbeit  (GTZ), Manila

Question 1:
What are the key questions donor agencies ask when approaching business environment reform?

Clarification by Corinna: what are the objectives of donors to engage in BEE reform?

•
Does it enhance growth?

•
And how can it contribute to balanced growth?

•
Is it sustainable?

•
Is it pro-poor?

•
How can benefits of regulation be maximized at lowest level of cost (in a given situation)?

•
What is the “appropriate” regulatory framework?

•
Where to support, where are the leverages?

•
Does it have an impact on poverty reduction?

•
How do we create the “political” effects of reform?

•
Do we have the skills to properly advise recipient countries?

It is a real issue to develop the skills to be political-economists. We have a technical framework that we are quite good at, but might not be good at implementing the changes.

Problem: donors do not have a political mandate.

Government motivation varies depending on the issue - different issues are implementable depending on the issue (WTO, poverty etc.)

Do we stimulate demand or not? Possibly by raising motivation for change (i.e. like with the Doing Business Reports)

Question 2:
What are the questions developing countries governments and the private sector ask of donors when approaching business environment reform?

Clarification by Corinna: when will donors be asked to work in BEE reform?

•
Development of a shared view on BE with government, private sectors and donors?

•
How are BE issues identifies? A mechanism should be established.

•
Mapping of donors and stakeholders in BE in the country?

•
Joint development of action plan with private sector on BE reforms.

•
It's important that donors understand the political and social context in the country.

•
How would donors facilitate BE reforms in the country?

•
What are the benefits for us (question asked either by the government or the private sector) => ownership

•
Direct cooperation with the private sector needs to be ensured.

•
What is the right policy dialogue mechanism?

•
Use existing institutions before creating new ones

•
How will donor support be measured?

•
How will donors co-ordinate among themselves?

Question 3:
What are the most important features that comprise an enabling business environment?

BE is more than just formal rules - in a broad sense BE also includes:

1
supportive functions

a.
infrastructure (education, health)

b.
coordination

c.
ICT

d.
Finance

e.
Business services

2
Rules

a.
Formal (BE in the narrow sense)

b.
Informal (trust, relationships)

If BE in the large sense is combined with the players - needs to be seen as a process - and if so, support needs to be very different to a stable environment. Change needs to be continuous and players need to be active all the time.

Players:

a)
government

b)
private sector

c)
civil society

d)
media

Question 4:
What are the roles of donor agencies in promoting business environment reform? Where can donor support be most effective?

•
Capacity building

•
Bringing in best practices and then localizing them as well as embedding them into local systems

•
Pro-active facilitator

•
To be effective, localization and combination of international and local knowledge is crucial.

•
Establish high-level body to coordinate donor support (possibly at the prime-minister's office)

•
Find a way that reforms and reform processes will be sustained over the long-term (develop an exit strategy that ensure that change may continue)

•
Include all stakeholders in BE reform and ensure that all of them see their own role in the reform process

•
Provide information about all donor projects in the country (in local language)

•
Need to decide whether or not a BE project is short, medium or long-term

Question 5:
What are the COSTS and BENEFITS for donors engaged in supporting business environment reform?

BENEFITS (based on the assumption that there is a link between BE and poverty alleviation):

•
High leverage and catalytic effects on poverty alleviation

•
Stabilizing factor (for the political environment) due to a regulatory framework

•
Opportunity to share international experiences

•
High-effectiveness (nation-wide impact)

COSTS:

•
Need to develop human resources

•
Clarifying the topic and agreeing with the governments takes a long time. (Multitude of nuances in the meanings that are difficult to agree upon)

•
Challenging to agree on specific implementation measures (administrative reform etc.)

•
Political costs for donors: danger in implementation

•
Challenges in implementation (a big complicated implementation process that might change the nature of reform - and not reflect the donor's input)

Session 5.2:
Priority Areas of Business Environment Reform in Asia

This session focused on the main priorities for reform in Asia. Some of these areas were been addressed during sessions in the previous two days. However, there were other areas that participants believe are a priority for reform. The session commenced with an overview of the topic by the Moderator. This was followed by the presentation of session reports from the relevant sessions.

Moderator
Deepak ADHIKARY, Conference Co-Moderator, International Finance Corporation, Dhaka

Rapporteur
Shaela RAHMAN, International Finance Corporation-World Bank, Washington DC

Question 6:
What are some of the main priorities for business environment reform in Asia? Who has determined these are priorities and how inclusive were the processes?

Asia consists of a range countries, need to look at specific countries, take political eco of each country into account. Is it the right question to ask?

Business representatives should be present. In these forums trade and competition  have been identified as priorities. However, many diagnostics studies for the region. There are commonalities.

Regulations + infrastructure = serious impediments are similar. In details there are variations.

Robust growth characteristic of Asia: Brought to the forefront exclusion, poverty, etc. Thus, growth not sustainable in the long term. It is important to address social concerns.

Informal economy is huge in several countries. Competitive pressures great. Have not been able to access benefits of growth.

Competition policy is a priority for all countries. Businesses operate in markets and markets operate through competition. Competition policy is fundamental.

BE reform is a political process. As a donor group we should be learning about this. Tools and capacities need to be transferred. Countries should decide priorities.

To influence support you should understand priorities. Most countries want to grow and thus support their strong sectors and try to do things that help these particular sectors.

Who are we (donors) to decide? Need for “home grown” strategies.

Decent Work Asia 2005-2015: compliance with labour standards, how to close in on these deficits?

What is business environment? Do we apply a broad definition (everything external to firms) or narrow (but where to draw the line)?

Priorities should not be universal across donors. Donors have different strengths and capacities.

Look at it country specific. In Vietnam, public administration reform was a priority; there are clear overlaps and improvement in PARP helps BE reform.

Donors should work with government to define priorities. Encourage them look at sectors. Help make reform processes more inclusive. Target BEE more pro poor.

Changed global context.. There are different areas. Consider poor how they benefit from reforms.

Codification or simplification of regulations: governments tend to create too many laws. 

Skills development, attracting industries gets more complicates... Donors could help identify relevant skills.

Donors should identify stakeholders, they should them determine priorities.

Message: Local experience and expertise in BE reform vary across countries.

Question 7:
What are the mechanisms through which business environment reform contribute to poverty reduction?

Question 8:
What role should government policy and programmes play in promoting poverty reduction?

Why focus on poverty reduction? Because a bad BE is worse for those that are most marginalised.

Question of working with member states get poor people a voice. Institution building effort in countries?

SEZ, clusters have been established, main employment offered in other areas, they should be included in discussion, their access 

BEE issues for small issues are completely different: Corruption Licensing, Ports in Dhaka. Small firms, informal outside Dhaka rate them last, access to infrastructure, access to finance

Poverty reduction key lens through which to look at BEE. However we don't know what BEE issues vary for different groups (different poor, in different sectors, different location)

What are the transmission mechanism (processes) through which poor benefit? Reduce costs, risks for firms, improve competition?

BE issues are different for different firms, but they are related (e.g., financial crisis sacked people in the garment sector went back to villages).

There will remain a group of absolute poor without skills, there has to be room for social policy.

Examples of mechanism: ILO cluster work in India 2001, these clusters have been in existence for 400 years, they produce goods that are now being sourced by international firms. ILO improved working conditions, but this wasn't enough govt. had neglected this sector, ILO started dialogue between cluster and government. Government started listening and taking action for improvements. Donors should bring together parties for dialogue so they can start work on fixing problems.

Conclusion: There seem to be few examples. Ally: But Tanzania coffee sector; regional cooperation in Laos, changes in Policy changes in context of Asean in combination with GSM made things happening in Laos. Donors should send observer to regional gatherings of business. 

Question 9:
How can donors encourage or support the participation of poor women and men in business environment reform?

Help poor people to form groups, association, or use media

Including the poor in reform process is difficult.

At local development level, PPD mechanisms.

Examples from Sri Lanka and Iran: 1) How far has women entrepreneurship been promoted? Women entrepreneurs indicated that main problem is at home, constraints them most. women exclusive programs don’t seem to be successful. 2) Entrepreneurship development finding standing of women in urban and rural areas very different. Better share in education for women is not enough, problem is access to opportunities.

Do we always need to include poor and women? Sometimes they are not concerned.

Support civil society groups

Specific example: Training program for start up. At end of programme to help the poor organise themselves.

Donors should provide mechanisms for women in business reform dialogue.

Example of fisher community in Sri Lanka, pp dialogue

Targeted gender program, gender as a cross-inclusive.

Mechanism should be inclusive from the beginning.

Use of media.

Programs targeted at poor and women. Creation of associations. Lack of access to information, thus awareness raising. 

Access to information and communication important means to empower poor.

Definition of poor varies from donor to donor. There are a huge range of indicator. They vary from sector to sector.

Conclusion: No agreement whether there should specific attention to them... whether there should be targeted programs. Shouldn't be our action, mechanisms be inclusive from the beginning. 

Question 10:
Are there other useful starting points for business environment reform in Asia?
Local regulations are very important. It is essential to go down to that level. ILO has developed training tools for policy implementers at local level. Donors and governments have taken up policy reviews by ILO? Reduce numbers of laws, eliminated antique laws.

Entry points vary: top down (ex-communist, socialist parties) Sri Lanka at govt no visible interest in BEE reforms. GTZ went form sector level, now on the table of government support private sector

In Vietnam, it was hard to propose a big plan. Had to pick up small issues and feed them slowly into the press. Thereby worked on changing mindset.

Bangladesh, focus has been on MF, BDS only recently BE reform. Pending end of MFA made govt decide on large-scale BE reforms. Main focus: in which sectors B would have competitive advantage. Focus on trade, export with infrastructure component.

Lets be optimist about entry points. Change of government window of opportunities. But we have to be prepared. ... (Luck only favours the prepared) 

Have to be opportunistic. Sustainability, serious issue, in his experience most reforms were gone after 10 years. (New government, new regulations.)

Now answers to improve BE for enterprise development; we have to be more entrepreneurial.

Donors have different priorities.

It's not that difficult. Business can tell you what they need. We now which environment is good for business but they have to applied to a particular political economy context

Definition BE Legal and Regulators and institutional framework for doing business.

WB adds Infrastructure and access to finance.

Session 5.3:
Managing Business Environment Reform Processes (Group 1)

This session is one of two sessions that focused on the mechanisms and processes donor agencies can use to work more effectively with their programme partners and to manage reform programmes better. The session commenced with an overview of the topic by the Moderator. This was followed by the presentation of session reports from the relevant sessions.

Moderator
Pierre GUISLAIN, FIAS, World Bank Group, Washington DC

Rapporteur
Christian VON DRACHENFELS, Gesellschaft für Technische Zusammenarbeit  (GTZ), Frankfurt

Question 11:
Who are the key actors in business environment reform in Asia and whose interest to they represent?

Government: national, local and parliament

Should closely consult with the private sector

Private Sector: 1st choice

Civil society, NGOs

Think tanks and consulting groups - they have the incentive

Media

Academia - capacity building and empower people

Donor agencies should fill in the gaps (add value to reform processes) and take a macro perspective.

Lobby groups and champions, but, be careful on this as they represent their own interest.

Where are the key actors for the informal sector: civil society?

The private sector represents its own interest, so we should be careful; under the private sector, maybe there should be informal and formal sector.

Associations could be other actors 

Most of the key actors seem to be acting for the formal sector

Question 12:
Are there good examples of the ways donor agencies can work with developing country governments?
In The Philippines there is a SME Development Plan that the donors support. The SME Development Plan has come from the government though consultation with the private sector and others. The government could not move forward due to lack of funds, the donors came in and provided the necessary support.

In case the government does not have a plan, maybe donors should look at the private sector and work with the chambers to develop a plan (this will help align the donors).

Programs assisting civil society for livelihood efforts

A donor committee exists in the Philippines. The committee is presented to the government what they would like to do and then the donors decide what they want to support. This has helped to reduce overlaps and at least for all the donors to see the overall plan so that they share where they want to work and consolidate resources. 

This plan and the committee have simplified the lives of the donors. 

The plan is being monitored regularly and the donors brought in consultants to review the works and then  the idea is to continuously review and update the plan.  An M&E system is also in place. Then, the implementation of the plan will be done. The first step was to develop the plan and get the consultations done properly.

Under Secretary heads the committee. This organization is formalized.

The government meets with donors at least once each semester.

Donors could help in the facilitation of this type of committee and the plan.

In Cambodia, there is some experience like this and it is not about forming strategies, but it is the process that the donors should support.

The key point here is that the donors are coming together because of the plan and creates an awareness among the donors what they need to do and also 'tweak' experiences from other parts of the world and use it for The Philippines.

Question 13:
Are there any other examples of successful donor-private sector partnerships?

From the IFC perspective, maximize development impacts by putting in money in the private sector. Examples are investments in the banking sector (where it was weak and no deposits, etc). Coming in as a banker did not distort the market rather than coming in as subsidy.

Micro finance institution in Cambodia is an example - now it is a fully commercial bank. The investment brought in the technical skills and helped in the dialogue process on regulatory reforms. Acleda is now looking into moving into Laos. Foreign investment in Laos is not forbidden but Acleda is NOT getting the license.

The donor can bring pressure in such issues. The investments bring out awareness for the donors to see the regulatory issues. By creating the linkages with the private enterprises, the donor can be a advocate for reform and the use the private sector for this advocate for reform

In Cambodia, work with ADB on leasing and credit information services. This is not through the PPD efforts but the dialogue comes through the investment that the donors have. The commercial banks become the technical partner

Comment: “Isn't this creating 'favourites'? Do not know, but this technical information is necessary. Other banks were offered the chance but ANZ stood out, others did not really come forward(?) If donors do not start it, who would? But, this is a concern…what is the right way? Can we trust the private sector and if they would look at the whole market?”

What can donors do for increasing FDI? In Bangladesh, no one wants to go there, but the donors cannot do anything; the private sector should work on this. Donors can work in improving the BE.

In Cambodia, the IFC worked with the garment sector in a value chain approach and working with value chain actors. This was financed.

In The Philippines, the facility to lend to SMEs was helped when IFC came and pumped in more money in the system without changing any laws.

Question 14:
What are the best ways for donor agencies to support improvements in public-private dialogue?

It is necessary to articulate the demand (the incentive) and if there is no demand then it is pointless to work on PPD. It is necessary to regularly assess the progress if the vested interest only is coming out.

The donor can improve the PPD by improving the quality of the dialogue, clear and smart yardsticks.

Donors could facilitate the bringing in of credible independent institutions to provide inputs to the dialogue so the dialogue is more meaningful, only then can we look at sustainability. To look at sustainability from the beginning is good in theory, but might not work in practice. The sustainability comes later.

Comments:

There are other dialogues coming up so what are we doing with PPD? (e.g., television)

Dialogue is specific and there are diff working groups. The dialogue is comprehensive. In The Philippines, there is Capihan? Where the business meet for breakfast to discuss issues. Whereas in Laos is big, does it need to be such elaborate? But the PPD represents the whole sector and in the breakfast meetings who comes and how do they talk to the Govt etc issues are. 

The role of the donor is to be a honest broker, so the donors can play a middle ground. By definition to have the secretariat run by donors, we are driving the process, so the honest broker is a good idea. As a donor, we should be strategic, but then we might force issues out. Sometimes, you have to step over the line and take harsh decisions of support (e.g., interest rates too high, how do donors deal with that as a dialogue issue).

As a broker, there should be good representation from all sides.  Otherwise the vested interest again comes in.

Question 15:
What other ways are there to identify the need for business environment reform? How can the capacity of people and institutions in developing countries best be developed so that they can identify and implement necessary reforms?

There should be continuous support in this. The beneficiaries should be allowed to speak for themselves. So that donor agencies are aware of this.

Comment: The donor should have both the sides. 

Should there be a forum for donor partner (i.e., a donor-government-beneficiary forum)?

Question 16:
What should donor agencies do when there is little evidence of a demand for reform?

Check out whether regulatory improvement is a priority and what structures exist for working with the private sector.

Check out whether regulatory improvement is a priority. One reasonable “check point”…why is there a presumption that reform is, in fact, needed?  The answer can help guide the “what to do”.

1)
No reforms necessary (unlikely)

2)
Complaints from businesses?

3)
Evidence that growth is less than it might be, because of over-regulation?

Or, maybe regulatory reform is not a high priority; demand can be hidden behind larger issues (e.g., lack of capital, lack of skilled workers, lack of markets) 

Reflection of the debate: other development constraints are just more important to the private sector.

Check out what structures exist for working with the private sector. Lack of demand may be a problem in the talking/listening (business dialogue) process. 

Lack of a structure for organized expressions of concern/critique?  (Fixing this problem may be one of the few things that donors can, in fact, fix)

1)
Discouraged private sector

2)
Either “been there, done that, and it didn't work” or critique/criticism is discouraged

Then, work with progressive businesses (find allies/champions); find or create a business association/structure for dialogue; have/get political support at high levels (ambassadors, country representatives, etc.) to continually remind the cooperating country government that reform is necessary - a “good thing”.

Comment:

In a situation where is no demand for reform, some donors have done studies in the Philippines, disseminating this is a good idea. In the country, there is a one survey that compares the cities and this has created the cities to think why there were no number one and they said that they want to change things to be number one.

The donors can release all the benchmarking studies and localize them. They should compare to similar cities. Localizing will drive the locals to drive the reform

Vietnam is doing this already. 

In the Philippines this is being done Competitive study of cities (GTZ funding).

Demand could be driven by donor preferences even on these studies, so would be the best idea. If the donor spearheads the study, then  this might not be the best idea, but localizing it would have the locals leading the study. The ownership should not be with the donor - DONOR MARKETING

Question 17:
Are there other short, medium and long-term objectives of donor-supported business environment reform?

It is difficult to distinguish between short term and medium term.

Building capacity of local stakeholders should be clear, the empowerment part should come out clearly otherwise it looks like just a training, etc.

Ensuring BE reforms should be in the PSD Plan.

Mobilizing key actors, rather than just raising awareness

M&E system should be incorporated 

Session 5.4:
Managing Business Environment Reform Processes (Group 2)

This session focused on the mechanisms and processes donor agencies can use to work more effectively with their programme partners and to manage reform programmes better. The session will commence with an overview of the topic by the Moderator. This will be followed by the presentation of session reports from the relevant sessions.

Moderator
Ed CANELA, Conference Co-Moderator, Manila

Rapporteur
Martina VAHLHAUS, Gesellschaft für Technische Zusammenarbeit  (GTZ), Manila

Question 18:
What other ingredients are there for successful business environment reform?

Communication strategy

Good understanding of political economy of reform

How to take reform agenda from local level to national level

Understanding of how reform works in a given context

Broad reform process needed

Positive incentives for reform, accompanying measures for the reform agenda

Go for low hanging apples, early success

Good understanding of pro-poor growth

Question 19:
What should donors do when there is clear resistance to reform processes? How should donors operate in fragile states or in post-conflict situations?

Depends on where resistance is coming from, so understanding of resistance

Donors should overcome the idea to please everyone – highlight benefits

Coalitions of the willing, coalition of the right people (public and private), constituencies for change

Identify losers and think about how you can take them on board, compensation measures

Use regional institutions (triggers for change) to support change

If the key player is not ready there is not much donors can do

You need a portfolio that is ready as soon as there is change, planting seeds for the future, work on different reforms at different times so you are able to let projects rest if they are not moving ahead

Fragile states

Population in post-conflict states wants jobs, so momentum for reform might exist

You have poor institutions, so strengthen fundamental institutions and actors to put in place a reform thinking process

Niche investment opportunities exist so use them to increase confidence in country

Keep it down to the basics as there is no interest for fancy laws

Donors are flooding in with different approaches so be responsible as governments in fragile or post-conflict states can not deal with too many different concepts

Question 20:
Are there good donor practices that are specific to sub-national reform?

Look at how you can work together at sub-national level

Is it actually about piloting on sub-national level or implementing broad reforms, so be clear about what you do before you start

Sub-national reform as local reform project or as pilot for national reform

Sub-national reform can be used as test and can legitimise reforms at the national level

But be careful what donors can really do

Many reforms come from the better off cities, provinces

Question 21:
What are the indicators to determine that donor support should be withdrawn? Over what period of time should donors expect to reach this point?

No impact at all or perfect results that leave no more areas for activity

Indicators are not sufficient to tell donors what impact is on markets

What processes do we want to take place and at what stage of progress do we withdraw 

If the stakeholders take full ownership and take over the process it is time for donor support to be withdrawn

Reach an agreement with stakeholders about the level of progress when donor withdraws, milestones, phasing

We are not good at getting out when we achieve something, but also when we are not achieving anything!

Question 22:
What have been the most effective ways of measuring changes in the business environment in Asia?

Doing Business (for measuring change)

Enterprise surveys

Sub-national areas that reformed compared with non-reformer, case studies

The best thing is to talk to partners and evaluate if you were successful 

No shortage of indicators, probably the Investment Climate surveys are the best 

Of course difficult to judge projects just on figures but you need certain proxies

Question 23: 
What are the ingredients to sustaining business environment reform in Asia?

If you worked effectively they will sustain

Ownership

Institutionalisation, but the questions institutionalise processes or create new institutions

Reform sustains if the pressure for reforms sustains, stakeholders can keep up pressure, external pressures (Globalisation, WTO) are there anyway

It depends on how we respond to needs, so to sustain change we have to change!

Try to keep economy open for new entrants, be aware that the ones who benefit from reforms in the first stage might try to close the door afterwards

Transparency

Change of mindset needed

Important to keep some information about change and feeding back the evidence to show what succeeded and what failed 

Session 5.5:
Donor Co-ordination Processes and Structures

This session focused on a consistent and difficult challenge for donor agencies and their reform partners. While the Paris Declaration on Aid Effectiveness establishes an agreed framework for coordination, donor agencies at national and regional levels often struggle. The session commenced with an overview of the topic by the Moderator. This will be followed by the presentation of session reports from the relevant sessions.

Moderator
Richard Boulter, UK Department for International Development, Dhaka

Rapporteur
Michael R. Ingram, International Finance Corporation-World Bank, Washington DC

Forums for donor coordination:

•
International Forums

•
Donor Country Groups

•
Working groups on topical areas

•
Country specific groups

•
Joint partners in a single program

Question 24:
What evidence is there in Asia of programme harmonisation?

Donor coordination on Enterprise Investment Law in Vietnam has been a strong example. Response:  Question of attribution to donors remains

Philippines business registration work where government plays a coordinating role among several donors

PRSP process in Bangladesh was a good example of coordination and harmonization

PRSP could serve the role of strategy

Champion could be government participant in PRSP process

Multi-donor development facilities managed by IFC (Mekong, China, Philippines, Indonesia, Pacific Islands, SEDF, etc.) have been effective means for bringing donors together

Response:  Are there possible benefits, or downsides, of having a multi-lateral leading a multi-donor facility?

Response:  Facilities don't just play the role of donor, but also have an implementing capability and technical expertise that can yield benefits beyond the donor role alone

Response:  Question of what facilities do to build local capacity, rather than implementing for them.

Response:  Existence of facilities has enhanced the available knowledge capital about how to do private sector development

Response:  Sometimes the multi-donor facilities allow people to get around their own rules.  Though sometimes the technical capabilities of IFC facilities can sometimes outgun the other donors, which can hinder the ability of an individual donor to put their stamp on the work.

Response:  Facilities have the ability to negotiate investment responses that can garner the attention of government and other local stakeholders.

Approach of collaboration in Vietnam with land and labour markets between IFAD, ILO, GTZ

Question 25:
Are there good examples or lessons to be learned from Asia in the field of donor coordination and collaboration?

Establishing common ground is an essential starting point for initiating coordination

An example for Vietnam is the Provincial Competitiveness Index, which allows for donors to begin coordinating their efforts to target specific areas (e.g. ILO works on labour market, IFC on registration, etc.)

Private Sector Working Group in Mongolia is quite effective; however, missing interaction with the partners (i.e. government and others)

Part of the reason for missing government is capacity, but also an issue of having a different agenda than the donors

Response:  Part of the issue here is the need to establish champions in government

Response:  Need for common strategy with government

Response:  Sometimes the issue is the government officials are much more accustomed to dealing in an informal manner

Example of Philippines where government has a committee that organizes donors and set the prioritised agenda as to what is to be done, though they likely have much more capacity than comparator countries

Question 26:
How can donor agencies coordinate more effectively?

Need for reciprocal coordination within government and private sector to complement coordination among donors

Need to engage with 3 other groups of stakeholders: trade unions, parliamentarians, and civil society (including NGOs and academia).

Need for effective mapping exercises; should be updated annually

Degree of competition among donors in certain areas (e.g. competition and SME development):

•
Mixed signals to government

•
Donors must be cautious in this area

A good starting point for coordination is to begin through incorporating Private Sector Development in the Poverty Reduction Strategy Paper

Donors are different (strengths, policies, etc.)

We should absolutely talk

Stop duplication

But collaboration may not always be appropriate

Healthy competition among donors can sometimes yield positive results: Response that competition of ideas is good, but competition of donor dollars is less good. Need for donors to complement each other with their strengths rather than competing.

Accountability is essential

•
Donors should be responsible for money they donate

•
Governments have responsibility in how they use those donated dollars

•
Focus on application of lessons

•
Need for effective use of knowledge networks, as these are essential for effectiveness and donor coordination

•
Holding contractors accountable for agency coordination has had positive impacts

•
Starting with country's private sector development strategy is essential for donor coordination

•
Consider whose point of view this strategy reflects

•
Essential to use this document for initiating dialogue

•
Consider if the strategy is based off of analysis

•
Opportunity to influence strategy, if necessary, with new analysis to ensure that strategy is well founded

Question 27: 
How can donor agencies' structures and systems better support the creation of good business environments?

Donors appear to be good at creating structure and schemes; however, we don't understand impact of donor coordination structures on the business environment, or more generally the poor

Peer Review Process:

•
Example of CGAP as a neutral agency to convene players in the industry to execute a review against a set of standards

•
Considered incredibly useful tool by heads of institutions

•
The question is could this approach be leveraged in BE reform using the Donor Committee as a convening body: the general feeling was that the practices in the BE area are not well developed enough for this to be done (when compared with homogeneity of micro-finance). Another sentiment is that one must start somewhere and that it is better to try to begin establishing these methodologies even if initially imperfect.

Response:  Should strive towards peer review, but must have a more consistent view on what the best practices are and how they will be measured

Response:  A lot more that the group can do to come up with a consistent set of measures to assess impact.  This would allow for a beginning of aggregation and benchmarking.  The donor committee can act as the convening group, or clearinghouse on this topic.

Other points discussed:

Issue of voice and the media:

•
How do we overcome the “boring nature” of our reports?

•
We should take advantage of lessons learned from specific donor agencies that do a good job of getting their message across through media outlets

•
Suggestion to educate the media about the topic

What is missing in donor coordination?  Perception of stakeholders is not considered 

Need for strategy is essential, though shouldn't just be a reiteration of PRSP:

•
Consideration of a strategic frameworks or SWAPs (Sector Wide Assistance Programs)

•
Example of MPDF delivering good work, though sometimes the 12 donors involved; though may be doing different and sometimes conflicting work. Example of Tanzania that SWAP created a bottleneck of money delayed in flow to implementing unit; also issue of too many ministries overseeing program.

Plenary on donor guidelines and good practices: What We've Learned: Presented by Simon WHITE, Consultant, Business Environment Working Group

Closing Address: Emerging Challenges for Donors and Their Partners in Business Environment Reform: Presented by Sunil SINHA, Emerging Market Economics, London

Summary and Future: Business Environment Working Group: Presented by Martin CLEMENSSON, Chair, Business Environment Working Group

Conference Highlights

Presented by Anja Gomm, GTZ Philippines 

Introduction
When asked to compile highlights, I conducted a brief “Survey”, which is completely non-representative and biased: on highlights and lowlights, or issues of convergence and divergence.

1.
Design
 – overall program:

•
Congratulate organizers (esp. Simon) for crafting a concise package

•
Perhaps less would be more in the sense of allowing in-depth reflection and discussion

•
More pro-active selection in identifying and reducing papers

A.
Panels

•
Almost all were highlights: Gave orientation and key issues; opening brought in clear focus through the presentations (e.g., Wednesday morning)

-
Debate on “the key” not only summarized very relevant diverting positions, also had entertainment value

-
Lessons learned from BE reform from the morning

•
Whereas the presentation of agencies in a mere descriptive manner (Thursday morning) was not so enlightening, except Richard Boulter

B.
Breakout session

•
Had many good presentations and discussions

•
The lowlight being a lack of coherence between some papers with the conference topic; lack of guiding moderation as well as between breakout topics and papers

C
Overall: some see panels and discussions as more focused on more relevant and controversial debate. Some see breakout sessions as being better in this.

2.
Participants: Six criteria to highlight some observations or questions

A.
Gender: Wondering whether I witnessed a new minimalist approach to gender sensitivity in choosing panellists?

B.
Private sector and Partner governments: Highly appreciated their participation

C.
Representatives themselves: Benefit from interface with donors; get a better understanding of key issues and divergences

D.
Countries: Perhaps too focused on some countries – over-represented?

E.
Donors: Are all relevant players represented? Does the representation in Conference reflect representation on the ground? Some donors and implementing agencies dominate (mere observation), including my own, GTZ

F.
Media: Interesting issue raised yesterday and today

3.
Values: Role of the state (not repeat Jim's excellent summary); Convergence that state needs to be engaged in BEE and is the key implementer

•
Divergence on 

–
whether to restrict role to levelling the playing field vs. targeted interventions 

–
Most promising entry level- be it national and / or sub-national

–
BEE reform (again not repeat yesterday's debate): Convergence on importance of other aspects (e.g. infrastructure); divergence on whether it's THE key. Also an overemphasis of the CODB, which may have side-tracked our debates a bit.

4.
Lessons: Learned from where, on what:

•
Clear convergence on learning from each other

•
From experiences in value chain, PPD, SPS compliance, particularly in the form of tools, methodologies and institutional set-ups

•
Lowlight: very little on impact, very limited Asian-specific panel inputs, lack of practical discussions in breakouts

5.
What and how to use these lessons – For implementation / transferring lessons

•
Convergence that so far insufficient KM; need to validate approaches in view of current technological and political developments

•
Divergence on whether blue prints can be derived and useful; degree of generalization - which is appropriate and useful

•
On donor harmonization

-
Complete agreement on need for it

-
Very diverging views on whether we should complement each other, each stick to particular strengths

-
Coordinate more clearly towards co-implementation

-
Try to identify opportunities for SWAP in PSD

6.
Others: insufficient discussion on

–
Trade and relationship to BEE, 

–
the role and relationship to ASEAN and 

–
on how to cope with China

To Sum up:

•
We know, appreciate, and learn from both differences and similarities

•
Perhaps we should become more daring in finding points of disagreement and agreement

� 	The “Asia Region”: The Bangkok Conference will focus predominantly on business environment reforms in the following countries of Asia. Please note: this list does not include developed countries in Asia or the countries of the Middle East or Central Asia:  Afghanistan, Bangladesh, Bhutan, Brunei, Cambodia, China, India, Indonesia, Korea, North Korea, Laos, Malaysia, Maldives, Mongolia, Myanmar (Burma), Nepal, Pakistan, Philippines, Sri Lanka, Taiwan, Thailand, and Vietnam.








FINAL CONFERENCE REPORT

2

