International )
Finance Corporation
World Bank Group

e BIFC

THE WORLD BANK  yvorid Bank Group

Guarantee Agency

46176

2008 ANNUAL REPORT

FIAS: THE INVESTMENT CLIMATE ADVISORY SERVICE

Public Disclosure Authorized

\Ef e

ublic'Disclosure Author

re Authorized




FIAS: THE INVESTMENT CLIMATE ADVIS GRS IERE




FIAS assists the governments of developing countries and transition economies in reforming their busi-
ness environments, with emphasis on regulatory simplification and investment generation. FIAS relies
on close collaboration with its donors and World Bank Group partners to leverage value and deliver
tangible results for client governments. FIAS is managed by the International Finance Corporation (IFC)

and supported by the Multilateral Investment Guarantee Agency (MIGA] and the World Bank (IBRD).

For more information, visit www.fias.net.
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FIAS AT A GLANCE IN FYos8'

FIAS focused ifs efforts on helping clients achieve significant business environment reforms. FIAS sup-
ported a fofal of 108 reforms, many of which confributed to 51 improvements to Doing Business

indicators across 23 countries, as reported in Doing Business 2009.

FYO8 Reforms Supported by FIAS (by region) FIAS Work by Region

1 2
Other M J—‘ Sub-Saharan Africa ‘ ‘ South Asia

Sub-Saharan Africa

East Asia o'?(,i 6 Latin America and Global
the Pacific the Caribbean
Middle East and Middle East and
North Africa North Africa
the Caribbean Ewepn @) 28
Europe and Central Asia
Central Asia
‘ Percent of Total Reforms ‘ Percent of FIAS Project Expenditures
Resources Allocated to Project Implementation Focus on IDA Countries
Non-IDA Countries
General & Project Global and
Administration Implementation Multi-Country
Expenses Expenses 28
Percent of FIAS Expenditures Percent of FIAS Project Expenditures

FIAS invested over 50 percent of ifs resources in IDA countries, and close to 40 percent in Africa.

As a result, nearly half of total reforms supported by FIAS took place in Africa.

1 The FIAS fiscal year is from July 1 through June 30.

n
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Reform Impact

REFORMS SUPPORTED BY FIAS IN FY08

£ 8 o 3 Reforms supported by FIAS in the areas
£ |8 = .| EE il prores By
= w | E » £ » | O (1 . - 2
- | 8|2 §| %8| 5|28 | S |z of starting a business and business taxa-
s 21518 |5|¢8/8|a8|L|le| .2 |8 . : o
> 2|3 |3)8|2[§5 82| &(. | tion gained the most traction in FYO8.
= 5|3 | 2| 2|22 2|5 Blzs| S . "
x Sle o0 | & £ £38| 3 2,9 é% = For instance, the launch of a unified
s S | E|SE|l 2| 2|2 5| | 8|8 5|3 : :
3 O 2|88l £ Bl2|z® 3| B¢ registry dafabase in Belarus reduced the
EAP | Ching 5 ) number of procedures and fime required
EAP | Tonga 1 1 to start a business. In South Africa, FIAS
EAP | Vietnam 1 1 supported eight reforms related to busi-
ECA | Albania 3| 2 ! ness faxation. (See Appendix 2, p. 64).
ECA Armenia 1 1
ECA Azerbaijan 6| 1 1 1 1 1 1
ECA Belarus 8 3 2 2 1
ECA Croatia 1 1 DOING BUSINESS REFORMS
ECA | KyrgyzRepublic | 3| 1| 1 . SUPPORTED BY FIAS IN FYO8*
ECA Serbia 1 1
IR | A d 1 1 s £l¢|% 5
ntigua an - & £l ©o| @ S
Barbuda ‘g'; < g % g_ - 3 a
o Blsc| 2| 2T 2| g8
LCR Central America 1 1 g 5| 58| 2| 2 g = 5| 8
Fegion Se 2225|525 2|28
LCR Colombia 8| 1 2 1 1 3 Eo6| 5|52l 2> £| 35| %|TE
Cs| 3 |8s|&|2| 8| &|&|28
LCR El Salvador 3 2 1
EAP 8 0 1 0 0 2 0 0 0
MENA | Egypt, Arab 4| 3 1
Rep. of ECA 16| 4 20 1] 1| 2| 3| 2 1
MENA | Yemen, 2 2 LCR 7 2 1 0 0 0 0 2 2
Republic of MENA 3| 2 ol ol o] o] 1/ 0 0
SA Bangladesh 4 1 1 2 SA 2 1 ol o 1 ol ol o 0
SA | India L 1 ssa 20 6| 4 1| 3] 1] 0o 3| 2
SA Nepal L ! 51|15 8| 2| 5| 5| 4| 7 5
SSA Burkina Faso 2 ! ! 2 ! * In this table, Doing Business reforms are counted following the
SSA Ghana 1 1 Doing Business methodology. The information here is consistent
with the information included in the Doing Business 2009 report.
SSA Kenya 2 2
SSA | Liberia 1| 1 2 1 5] 2
SSA Madagascar 8| 1 1] 3 1 2
SSA Mali 2 2
SSA Mauritania 2 1 1
SSA Mozambique 2 2
SSA Rwanda 8 1 2 5
SSA Senegal 2 1 1
SSA Sierra Leone 4 2 2
SSA South Africa 8 8
Netherlands 1 1
TOTAL: 10821 10| 2| 7| 4| 7|21| 8|13| 11| 4

*Abbreviations: EAP — East Asia and the Pacific; ECA — Europe and Central Asic;

LCR - Latin America and the Caribbean; MENA - Middle East and North Africa;
SA = South Asia; SSA — Sub-Saharan Africa.
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Decentralized Delivery Model

FIAS confinues to shift client management responsibilities to the field o better serve clients’ needs. In

addition, nearly all FIAS projects are implemented in cooperation with IFC or World Bank units.

FIAS PROJECTS STAFF LOCATION
Projects Managed [ Projects Managed Staff in the Field '7 — Staff in

by Project Leaders
in the Field

by Project
Leaders in
Headgquarters

Percent of Total FIAS Projects

Washington, DC
(Headquarters)

Percent of of Total FIAS Staff

Client Satisfaction

In the 2008 IFC Client Survey, 92 percent of IFC

Business Enabling Environment clients said they

were satisfied with services offered.

IFC BUSINESS ENABLING ENVIRONMENT CLIENT SURVEY 2008

FY08 Funding and Expenditures

SOURCES OF FUNDS

In US$ thousands

Overall satisfaction
with work completed

Are most/all recommendations
likely to be implemented?

met expectations?

Satisfaction with
technical competence

Satisfaction with global

‘ Has the project
‘ experience and knowledge

0 20 40

60

80 100

Percent of Client Respondents

World Bank Group Contributions (Core funding) 14,000.0
World Bank Group Contributions (Project-Specific) 3,800.0
Donor Contributions (Core) 4,309.5
Donor Contributions (Programmatic) 8,619.8
Donor Contributions (Project-Specific) 55254
Client Contributions 128.8
Balance Carry-Forward 3,031.2
TOTAL AVAILABLE FUNDS 39,414.7

USES OF FUNDS

In US$ thousands

Staff Costs (Incl. consultants) 19,283.0
Operational Travel Costs 6,217.0
Office and Equipment Costs 799.3
Other Operating Costs 213.8
Other Costs 1,207 .4
TOTAL USES OF FUNDS 27,720.5

Note: World Bank Group contributions include IFC's FYO9 contribufion of $4 million

disbursed in March of FYO8.
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FIAS DONORS IN FYOS8

During fiscal year 2008, the FIAS program received funding from IFC, MIGA, and IBRD, and cofinancing or other significant

support from the following donors.

Australia = The Netherlands

Y/
AN

11§

Austria New Zealand

P European Union Norway
l] France Sweden
| Iceland Switzerland
1
.:. Ireland United Kingdom
l] ltaly United Stafes
= Luxembourg
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GENERAL MANAGER
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Pierre Guislain

At the close of this first year of FIAS' new strategy cycle, | would like to thank our
donors and World Bank Group stakeholders for their support in the implementation
of our new strategic approach. The global economic slowdown and financial
markets turmoil have posed new challenges to our client counfries, but they have also
underscored the importance of investment climate reforms in maintaining economic
competitiveness.

Demand for our advisory services continues to increase, particularly among IDA
counfries. In Sub-Saharan Africa, for example, FIAS and IFC Advisory Services staff
are managing projects involving business environment reform in 35 countries. Our
newly formed Doing Business Reform Advisory team advised 31 countries, mostly IDA
members, during the past year. Consistent with our strafegic objectives, IDA countries
now account for more than half of project expenditures.

In conflictaffected countries, another important constituency, there is a growing

recognition among governments and donors that private sector development is a

crifical element in economic recovery. We helped support significant business environment reforms in countries such as

Liberia, Nepal, Sierra leone, and Sudan.

FIAS" work program in FYO8 centered on establishing a more agile service delivery capability based around eight prod-
ucts and a focus on actual reform implementation. This product orientation, described in further detail in the next section,

enables us fo assist clients in addressing key aspects of their business enabling environments and improve their perfor-

mance in the Doing Business indicators. During the past year and with our assistance, our clients implemented af least 108

reforms, many of which contributed to 51 reforms tracked by the Doing Business report. Many notable successes were also

achieved in aftracting foreign direct investment.
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To scale up FIAS" activiies in light of this increased client demand, we have expanded our partnerships, both within the
World Bank Group and among bilateral and multilateral donor agencies. Our partnership models encompass financial sup-
port for FIAS operations, joint development of knowledge and staff resources, and coordination of projects in the field.

For example, our collaboration with IFC continues to intensify as FIAS product feams develop communities of practice with
counterparts in the IFC field offices to transfer knowledge and increasingly localize management of field projects. The suc-
cess of this approach has been validated through three IFC corporate awards which recognized project teams in Liberia,
Kenya, and China. We have successfully integrated MIGA's technical assistance unit info FIAS, and are continuing MIGA's
work on facilitating foreign direct investment info developing countries. MIGA's online invesfor information services comple-
ment FIAS" advisory services by disseminating information on investiment opportunities and successful business environment
reforms to a large private sector audience. Cooperation with our World Bank counterparts extends from joint efforts with
country feams fo identify and implement business environment reforms to collaborative approaches on specialized issues,
such as SME taxation reform and implementation of special economic zones.

The Bangladesh Investment Climate Fund (BICF), which FIAS is comanaging with IFC Advisory Services, saw great prog-
ress in FYO8. BICF is providing reaHime support to the government on regulatory simplification and economic zones in
particular.

Fourteen bilateral donors and the European Commission have supported FIAS in FYO8, providing over $18 million in funding;
these contributions leverage IFC, MIGA, and World Bank allocations also totaling close to $18 million. Among our donor
partners, the Austrian government has made a major commitment in support of FIAS" investment generation activities, which
includes an expanded hub office in Vienna and the secondment of senior staff. DFID and the Dutch government have strongly
supported the growth of our regulatory governance capabilities, including via joint feams for knowledge resource development
and field project implementation. GTZ and USAID are collaborating with FIAS to develop tailored approaches for supporting
private sector development in conflictaffected countries. ltaly and Iceland became new FIAS donors in FYO8.

For five products, we have established advisory commitiees comprised of experts from development agencies, academia,
and the private secfor to provide guidance on the identification of best practices and the development of knowledge
resources for field staff. FIAS is also utilizing staff secondments as a tool for sharing knowledge and increasing coordination
with donor partners and is currenﬂy hosting six donor agency staff members. For exomp|e, a staff member from Agence
Francaise de Développement has been seconded to FIAS 1o help coordinate business law reform in francophone African
countries while a FIAS staff member is working in AFD’s Paris office.

Field staff members are being recruited or transferred to new hubs in Vienna, Dakar, and Nairobi, confinuing the process of
staff decentralization that begun in FYOZ by adding to our existing hubs in Belgrade, Johannesburg, and Sydney as well as
to WBG offices through joint sfaff appointments.

We look forward to working with our contributors and partners to build on the successful reform results achieved in FYO8.

ez
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FYos RESULTS: NEW STRATEGY
SUPPORTS OVER 100 SIGNIFICANGR -
BUSINESS ENVIRONMENT REFORMS =

FIAS" new strategy for the FYO8-11 funding cycle? delivered strong results in FYO8 in terms of actual

reforms in client countries (see Appendices 2 and 3). The strategy guides the reorientation of FIAS'

operation foward assisting clienfs in designing and implementing meaningful reforms, as reflected in

its six key operational themes:

Delivery of measurable business environment reforms.
The new sfrategy envisages a shift in operational focus
toward reform implementation and away from standalone
diagnostic activities. The mefrics by which FIAS measures
its success increasingly focus on the volume and quality

of business enabling environment reforms and investments
facilitated, rather than the number of completed projects.
During FYO8, FIAS standardized its methodology for clas-
sifying reforms and formulated @ common set of monitoring
and evaluation [M&E) indicators for business enabling
environment activities (see Monitoring & Evaluation,

p. 31). These new baseline indicators and monitoring ap-
proaches are being infegrated into all new projects during
the design stage.

s |

2 See www.fias.net, under Publications.

Emphasis on practice areas and products. FIAS' advisory
services offering has been consolidated into eight products
within two practice areas, regulatory simplification and
investment generation. All products are jointly developed
with IFC Advisory Services. FIAS" investment generation
practice incorporates the MIGA advisory products as a
result of the infegration of MIGA's technical assistance unit
in FYOZ. A product leader and team are responsible for
continually developing and upgrading each product to
reflect evolving client demand as well as changes in best
practices, for instance, the use of technology; develop-
ing and disseminating knowledge resources to support
the product’s deployment in projects; and maintaining the
quality of service delivery across the organization. (See
FIAS Products, beginning on p. 11.)
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New service-delivery model. FIAS continues to decentral-
ize its operations as part of the strategic shiff in ifs service-
delivery model. FIAS hubs have now been esfablished in

Vienna, Nairobi, and Dakar to complement the existing

field presence in Belgrade, Johannesburg, and Sydney.

The provision of FIAS advisory services is evolving info a
twortier approach: (i) shortterm standardized assistance
utilizing structured methodologies to promote efficiency
and consistency in service delivery, such as the rapid
response services offered through the Doing Business
Reform Advisory group; and (i) customized long-term (one
to three~year) inferventions, which are typically managed
by combined project teams comprised of field-based units
(mainly IFC) and FIAS product specialists.

Focus on IDA countries and frontier regions of non-IDA
countries. In concert with the World Bank Group's increas-
ing focus on the world's poorest countries and regions,

FIAS" main service priority is IDA® countries—recognizing

The International Development Association, the World Bank’s lending arm,
serves the poorest counfries (countries with gross national income per capita
less than $1,095) by providing interestfree credits and grants for programs
that boost economic growth, reduce inequalities, and improve living
condifions.

that they have the greatest need for reform and the lowest
domestic capacity o create it. This is reflected in FIAS'
emphasis on Sub-Saharan Africa and the overall rise in
expenditures within the project portfolio for IDA countries
and frontier regions of non DA countries. Conflictaffected
counfries also continue fo be a priority, with special
programs underway fo develop and validate service-
delivery approaches tailored to the unique challenges for
invesiment climate reform and investment generafion within

these economies.

Alignment with partners. FIAS has entered info strategic
partnerships with several bilateral donors fo develop ser-
vice-delivery capabilities in key areas and more effectively
serve specific client groups. For example, the partnership
with Austria on investment generation supports counfries in
Eastern and Southern Europe and Central Asia in improv-
ing their business climates and enhancing the flow of pro-
poor investments; in VWest Africa, FIAS collaborates with
the French government in providing technical assistance to
the Organisation pour I'Harmonisation en Afrique du Droit

des Affaires [OHADA) countries.* FIAS has also diversified

4 OHADA provides a common framework for business legislation for 16
African counfries.

OPERATIONAL OVERVIEW I
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its collaboration with external partners, drawing on their
unique experiences in areas of common interest, such as
regulatory governance and business enabling environment
reform in conflictaffected countries.

Virtually all FIAS programs are developed in collabora-
fion with World Bank Group pariners. In FYO8, FIAS
esfablished joint ventures with IFC regional departments

in the Middle East and North Africa and in Latin America
and the Caribbean that involve the joint appointment of
Business Enabling Environment (BEE) program managers.
These ventures add to existing parterships in Sub-Saharan
Africa, East Asia and the Pacific, South East Europe and
South Asia. All regional outposts are managed in conjunc-
fion with IFC Advisory Services under joint strategies and
work programs.

Many of the product teams within FIAS have also estab-

lished advisory committees, consisting of representatives

from infernal and external partners, to guide the progress
of product development efforts and provide input fo pro-

gram evaluation.

Internal and external client satisfaction. FIAS' success

as a product innovator and integrator of World Bank
Group capabilities to support investment climate reform
largely depends on meeting the evolving demands of its
internal and external constituencies. Increased tracking of
client satisfaction will be an important means in evaluat
ing success—of both FIAS' new strategy and its efforts to
coordinate service delivery within the VWorld Bank Group
fo clients seeking business enabling environment reform.

The following sections, FIAS Products (beginning on p. 11)
and Regional Focus (beginning on p. 33), provide defail
on how these six themes have been reflected in FIAS'
product development and implementation of field projects
during the past fiscal year,

2008 ANNUAL REPORT | FIAS INVESTMENT CLIMATE ADVISORY SERVICE
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BUSINESS LICENS|N GEANNI
REGULATORY GOVERNANCE

Burdensome regulatory regimes and inefficient government bureaucracies are the two major impedi-

ments to healthy and thriving investment climates. Poorly planned and outofdate regulation places

unnecessary demands on business and imposes additional costs that discourage entrepreneurs and

inhibit economic innovation. Proper regulation is not overly invasive and works to protect a healthy

and competitive marketplace.

FIAS' Business Licensing and Regulatory Governance
product aims to create robust marketplaces by helping
client countries streamline and eliminate regulations that
place unnecessary burdens on business acfivities. These
reforms are designed fo create environments less restrictive
of business; encourage and increase foreign and domestic
investment; increase profection for all citizens; and reduce
corruption. In its product approach, FIAS goes beyond
cutting the immediate red tape to advise regulators in
designing sysfemic changes that deliver sustainable good

regulatory performance.

In FYOS8, FIAS led or contributed to more than 40 World
Bank Group projects with business licensing and regulo-
fory governance activities. FIAS also applied lessons

learned from successful programs in Kenya and Croatia

fo roll out comprehensive business licensing initiatives

in Madagascar, Rwanda, and Zambia (see box on
Madagascar project, p. 13). The team continued fo pilof
the Standard Cost Model, a methodology used throughout
counfries in the Organisation for Economic Co-operation
and Development (OECD) and South East Europe to map
and measure the administrative burdens imposed on
businesses by licenses and other regulafory requirements.®
FIAS is refining the original methodology o meet the spe-
cific needs of client countries. This exercise will develop a
rigorous instrument for quantifying burdens and monitoring
and evaluating business environment reforms within and

The Standard Cost Model methodology developed in the Netherlands con-
sists of: 1) mapping the administrative burden to identify all regulations that
impose a burden on business and the underlying activities businesses have to
perform to comply; and 2) placing indicative values on those acfivities.

2008 ANNUAL REPORT | FIAS INVESTMENT CLIMATE ADVISORY SERVICE



across countries. (See also box on Betfer Regulation for

Growth Program, p. 30.)

At the government's request, FIAS increased activity in
Kenya following the couniry’s performance as a fop re-
former in Doing Business 2008. FIAS" work in the country
expanded to a fulHledged regulatory reform program in-
cluding regulatory streamlining and capacity building. The
government is in the process of establishing an eregistry
for licenses, and three capacity-building workshops were
conducted.

In four municipalities in Serbia and three municipalities in
Bosnia and Herzegovina, FIAS and IFC Advisory Services
completed the first stage of a pilot project fo enhance the
business enabling environment and subnational competi-
fiveness. The project has reviewed 1,260 business and
civil formalities. More than 400 recommendations for
eliminating or simplifying business formalities have been
endorsed and adopted by the municipal councils. With
the assistance of international experts and advice from the
government of the Netherlands, FIAS has adapted and
applied the Standard Cost Model to esfimate the cost of
comp|ying with business formalities in these municipoh-
fies. Based on the ex-ante results, these municipalities are
fargeting a 10 percent reduction in compliance costs for
businesses affer the reforms are fully implemented.

FIAS has also provided technical assistance and project
management support to government reforms in India,
Bangladesh, Uzbekistan, the Russian Federation, Haiti,
Burkina Faso, Vanuatu, and Bhutan. FIAS coordinated
with World Bank Group units in these countries, confribut-
ing project inputs, best practices, and sfrategic planning.
FIAS began discussions with the Danish government fo
carry out a review of selected aspects of its regulafory
reform program, a project similar to one FIAS conducted
in the Netherlands in FYO7. Early experiences from
Timor-leste and Sudan suggest that business licensing
reforms can offer an appropriate platform for investment
climate reforms in conflictaffected countries.

Reforming the Business Licensing
Regime in Madagascar

While Madagascar has generally not been an easy place
for either local or foreign investors to launch and grow a
business, the government’s strong commitment to improv-
ing the investment climate is prompting positive change.
During FY08, FIAS assisted the Malagasy government in

significantly reforming its business licensing regime.

FIAS helped the government conduct the country’s
first-ever comprehensive national inventory of business
licenses. The inventory identified a total of 206 licenses
issued by 48 agencies and indicated that current licensing
practices impose administrative burdens to the private
sector of $10 million and 400,000 cumulative weeks of
waiting time per year. In response to these findings, the
government has embarked on a program of broad-based
reforms and committed to a 30 percent reduction in the
overall administrative burden of the licensing regime by
the end of 2009. Preliminary results include a revi-

sion of the investment law stipulating that all permits,
agreements, and licenses granted by the Economic
Development Board of Madagascar should be delivered
within 20 days.

FIAS PRODUCTS I
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BUSINESS TAXATION

|4|

FIAS helps to improve the business enabling environment by reducing the time and financial cost that

firms incur in complying with tax rules. A country’s tax sfructure is a defining element of the national invest-

ment climate. Effective tax policies provide governments with instruments to address income inequities.

Yet traditional technical assistance has focused on the implementation of revenue-generating mechan-

isms, while largely neglecting the impact of the fax system on investment and economic growth.

Only 5 percent of the taxable base complies with fiscal
obligations in developing countries, according to OECD
estimates. Cumbersome tax structures create a drain on
invesfor time and resources and act as a disincentive to
participation in the formal economy. As a result, invest-
ment drops and economic growth suffers. By streamlining
fax systems, FIAS helps governments bring firms info the
formal economy, encourage foreign direct investment (FDI),
widen the tax base, and lower the per-business costs of
fax compliance.

In FYO8, the Business Taxation product team addressed

rising demand for rapid-response, small, and focused inter

ventions. The initial product offering had envisaged large,
multifaceted programs that would allow clients, internal

stakeholders, and program managers use of all technical

fools within FIAS' tax simplification services: tax incentives,
subnational tax licenses and fees, tax legal reform, tax
procedural simplification, and tax reform for small and me-
dium enterprises (SMEs). This year FIAS began offering an
& la carte menu of services from which clients may choose
differentiated levels of intervention. Services include: math-
ematical simulations that demonstrate the financial burden
of individual tax law; assessmenfs of the time and expense
of a country’s procedures for tax collection; and determina-
tion of the tax level that will encourage the largest number
of firms to comply with tax law.

In the past year, FIAS' Business Taxation product con-
fributed to significant accomplishments in some of the
world's poorest countries. In Madagascar, FIAS and the

Infernational Monetary Fund (IMF) advised the government

2008 ANNUAL REPORT | FIAS INVESTMENT CLIMATE ADVISORY SERVICE



in developing new legislation. The 2008 Finance Law re- To sustain cutting-edge relevance and quality, the prod-

duces the number of faxes from 26 to 14 by merging vari- uct feam established an advisory committee, including
ous instruments info one income fax and eliminafing levies representatives from the World Bank, the IMF, Deutsche
such as the professional tax, transaction tax, and fourism- Gesellschaft fur Technische Zusammernarbeit (GTZ),
related fees. It also reduces the income tax rate from 30 fo the OECD, the British Department for Infernational

25 percent. Following these reforms, FIAS began working Development (DFID), and the French Minisiry of Finance.
with the government to simplify fax compliance require- Through regular consultations, the advisory committee
ments for small businesses, which will encourage more provides expertise, strategic guidance, and quality control
small firms to leave the informal sector, thus spurring their in support of FIAS' tax product development.

growth and broadening the tax base.
FIAS began representing IFC on the Infernational Tax

In South Africa, FIAS supported the government as it Dialogue Steering Committee, a collaborative arrange-
continued progress in dismantling an old economic system ment between the World Bank, IMF, Infer-American
based on import substitution, high fariffs, subsidies, and Development Bank, OECD, and United Nations. The
widespread government intervention. Regulators reduced steering committee is designed to foster discussion of tax
the corporate tax rate from 30 to 29 percent, which matters among national tax officials, infernational tax
resulted in tax relief of $255 million per year. In October organizations, and other key stakeholders.

2007, secondary faxes on companies were cut from
12.5 to 10 percent. Secondary taxes on companies are

slated to be replaced with a dividend tax.

Simplifying Business Taxation
in the Republic of Yemen

FIAS is collaborating with IFC, the World Bank, and

the IMF to provide targeted services within the broader

framework of the Republic of Yemen’s ongoing initiative
to improve the investment climate. FIAS efforts in FY08
focused on three areas: simplifying the tax system, easing
business start-up, and improving the country’s capacity to

attract foreign investment.

Working in partnership, FIAS and IFC’s Advisory
Services in the Middle East and North Africa developed
a two-phase tax simplification program following a
request in November 2007 from the government and key
members of the private sector to assist the Tax Authority
and Ministry of Finance in the design and implementa-
tion of necessary tax reforms. Within one week, the

team launched the program’s initial 18-month phase
focusing on tax policy and tax administration. Results
from the initial stage included a new draft of the income
tax code, a compliance cost survey, and benchmarking of
tax compliance costs and procedures. The second stage
will develop a new SME tax system and overhaul the tax

administration architecture.

FIAS PRODUCTS I 15



SECURED LENDING

e |

Effective secured lending laws are a crucial component of a healthy business climate. In their absence,
enfrepreneurs are unable fo leverage their assefs into capital for investment. FIAS" Secured Lending
product team works fo fosfer the use of movable assefs such as livestock, cash flow, and equipment as
collateral in exchange for loans. FIAS, jointly with IFC's Access to Finance business line, supports the
development of a wellHunctioning secured lending framework through a delivery model that focuses
on harmonizing laws, building electronic registries, streamlining registration processes, and eliminating

unnecessary paperwork.

In FYO8, the team achieved significant results in Ching, 2008, total new entries had increased to over 20,000
Vietnam (see box, p. 17), and Nepal and initiated projects registrations, representing loans with an aggregate value
in Ghana, Senegal, the Lao People’s Democratic Republic, estimated at over $300 billion.

Azerbaijan, and the Republic of Yemen. In addition, FIAS

is developing a toolkit for project managers and reform An agreement was reached with the government of Nepal

implementers (1o be published in FYO9) that compiles infer outlining the implementation timeline for an electronic

national best practices in handling secured transactions. nationwide collateral registry. The registry will be es

fablished on a public-private partnership basis with the

In China, FIAS and IFC Advisory Services helped the Minisiry of Finance and the Credit Information Bureau.
People’s Bank of China esfablish the first nationwide, The impact of the registry on credit volumes is expected
electronic, online receivables regisiry, which launched fo be significant. According to a survey of lenders, within
in October 2007. As of January 15, 2008, the regisfry five years of inception the registry is expected fo receive
had recorded 10,469 new entries. By the end of June 11,500 new loan registrations.
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Secured Lending in Vietnam

Accessing credit continues to be a binding constraint

for entrepreneurs and the burgeoning sector of smaller
businesses in Vietnam. Donor reports estimate 20 to 40
percent of households and small firms do not have access
to formal financing channels. In September 2006, FIAS
and IFC Advisory Services responded to a request from
the government of Vietnam to streamline the country’s
secured transactions laws and registry. This effort resulted
in a three-point improvement on the Doing Business
“getting credit” indicator in the Legal Rights Index, raising
the Vietnamese legal framework on par with the OECD
average. Vietnam’s “getting credit” ranking in the Doing
Business 2008 report improved from 80 to 48 among 178
countries. As a result of the law, any asset could legally be
used as collateral, creditors would be better able to assess
the risk profile of their lending portfolios, and all conflict-

ing legislation was repealed.

In FY08, FIAS worked to maximize the impact of these
new laws by supporting the implementation phase. With
the new policy framework in place, the project’s primary
focus has become streamlining the administrative opera-
tions of the National Registration Authority for Secured
Transactions. Currently, registration documents are still
stored in paper form and have not been unified into a
single electronic system. Registrars can exercise some dis-
cretion in examining applications for registration, contrary
to international best practices. Certain procedures continue
to discriminate against certain types of users, particularly
occasional registrants. A survey conducted by the FIAS-
IFC Advisory Services team and the Vietnam Bankers’
Association also indicated that many banks continue to
complain about the onerous and time-consuming nature of
registration, which may take up to six days due to excessive

requirements.

Significant progress has been made in redesigning the regis-
try. The new electronic registry is expected to be operation-
al in FY09, reducing registration time from six days to six
minutes. In addition, ongoing specialized workshops and
seminars are being conducted to help Vietnam’s financial
sector build capacity, learn risk-management techniques,

and structure new products.
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Faster, leaner, and more responsive supply chains are essential for businesses to survive in a com-

pefitive and globalized world. Firms increasingly use global sourcing strategies that require flexible,

speedy, and costeffective solutions. This demand has energized governments to make world markets

more accessible by improving their trade logistics services and providing efficient, easy, and account-

able import and export procedures.

FIAS launched ifs Trade Logistics product in July 2007

in response fo client requests for specific solutions in this
area. lts mission is to reduce the tofal time and cost for
firms to import and export in client countries by helping
their governments develop efficient frade logisfics systems
and services. The product is typically implemented in two
phases within the client country. The first phase delivers
quick reforms that aim fo improve the country’s perfor
mance as measured by the Doing Business “trading across
borders” indicators. The second phase generates deeper
systemic reform to build sustainable trade supply chains.
This strategy depends on close collaboration with key
pariners, including World Bank Group units, client govern-
ments, donors, international and regional agencies, non-

governmental organizations, and members of the private

sector. The product's ultimate impact is demonstrated in in-
creased investment in fradeable goods secfors, increased
share of exports, and the creation of productive jobs.

FIAS typically advises governments on four types of trade
logistics solutions: simplifying and harmonizing procedures
and documentation; implementing electronic processing
and aufomation and developing “single window"® sys-
fems; infroducing risk management in border inspections
and clearance; and improving the capacity of customs
and technical control agencies in client countries.

6

“Single window" is a system that allows parties involved in frade fo lodge
standardized information and documents with a single entry point to fulfill

all import, export, and transitrelated regulatory requirements. If information
is electronic, then individual data elements should only be submitted once
(adapted from UN/CEFACT).
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In FYO8, FIAS' trade logistics team focused on the launch
of its initial pilot programs in Rwanda [see box, below)
and Liberia (see box, p. 48). In less than 10 months, the
projects generated a total of 21 improvements that could
lead fo potential reforms (11 improvements in Liberia and
10 in Rwanda), resulting in immediate and significant
progress in the frade logisfics supply chains for business in

both countries.

The trade logistics team also organized a very well
received conference, "Building Competitive Trade logistics

for Global Markets,” held in May 2008 in Washington,

Improving Cross-Border Trade and Logistics in Rwanda

Following the cessation of four years of conflict in 2000,
Rwanda experienced rapid growth and is transitioning into
a period of stabilization. With current economic growth
around 6.4 percent per year, the government is making
long-term commitments to improve the investment
climate by reducing the costs of doing business, promot-
ing competitive markets, and supporting the private

sector. Moreover, Rwanda’s entry into the East African
Community and the Common Market for Eastern and
Southern Africa brings it closer to fulfilling its potential as

a regional trading hub.

Despite efforts to integrate with global markets, cross-
border trade in Rwanda has been mired in bureaucratic
red tape and excessive regulation. The Doing Business 2008
report ranked Rwanda as the twelfth worst country in

the world for trading across borders. On average, goods
passing through Kenya’s nearby port of Mombasa required
47 days to export and 69 days to import. Approximately
60 percent of the transit time was consumed by procedural
delays involving documentation, clearing customs, and

other regulatory compliance.

D.C. More than 135 World Bank Group staff participat
ed in the event, which featured presentations from several
developing and OECD countries. World Bank Group and
IMF colleagues, practitioners, and private sector experts
parficipated in presentations and discussions on several
practical topics, including: how to achieve susfainable
reforms by aoddressing inefficiencies in international supply
chains that can have multiplicative impacts on global trade
networks; the powers and limitations of automation; risk
management approaches; and imporfant considerations in

outsourcing logistics functions.

Rwanda’s largest exports—tourism services, coffee, tea,

tin, and horticultural products—need competitive supply
chains to thrive in export markets; these goods and services
are time-sensitive and buyers increasingly use global sourc-
ing strategies that rely on just-in-time quality products.
Demand from private businesses to streamline regulatory
procedures, limit excessive physical inspections, and reduce
endless documentation has mobilized Rwanda’s govern-

ment to improve its trade logistics services.

The government initially requested assistance in November
2007. FIAS conducted a detailed analysis of Rwanda’s
trade facilitation practices and recommended a series

of reforms. To date, the government has implemented

10 improvements to reduce procedures, improve pay-
ment systems for trade, increase cost savings for firms,

and introduce risk management in border inspections

and clearance. Rwandan customs officials implemented
automatic cancellation and validation of transit bonds,
releasing money to businesses that would otherwise be tied
up in paperwork. Rwanda also implemented a risk-based
inspection and clearance regime that reduces the number

of unnecessary border inspections.
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Doing Business Reform Advisory focuses on helping governments design and implement reform agen-

das to improve their business environments as measured by the Doing Business indicators. It provides

prompt assistance o governments in enacting policy reforms. In delivering its services, the advisory

team collaborates extensively with the Doing Business team, other FIAS product teams, IFC Business

Enabling Environment regional teams, and other World Bank Group units.

Strong demand. Between Ocfober 2007 and June 2008,
the team received more than 40 government requests for
reform assistance. Requests came from all regions and
counfries. At the year's close, the group was working on

31 active projects.”

Focus on IDA countries. Of the 31 active projects, 64
percent are in IDA countries. Most IDA countries requesting
assistance completed more than three reforms in FYO8.
Liberia and Burkina Faso each implemented reforms in four
Doing Business areas. Azerbaijan—another IDA country—
was the top reformer in Doing Business 2009, with seven

7 Inorder fo be considered an “active project,” the Doing Business Reform
Advisory team must have completed af least one mission fo discuss reforms
and delivered to the requesting government either a memorandum outlining
reforms or an acfion plan specifying reform activities.

implemented reforms. (See also box on Mauritania project.

p. 21.)

Doing Business Reform Advisory also channels significant
resources info helping countries with the lowest Doing
Business rankings. Among counfries requesting assistance,
71 percent rank in the bottom half of the Doing Business
indicators, such as Madagascar, Burkina Faso, Senegdl,
and Timor-leste. Conflictaffected countries also feature
among those striving to reform. Rwanda and Liberia, for
instance, were two of the most successful African reformers

in the past year.

More than 50 reforms in nine months. Strong demand for
Doing Business Reform Advisory assistance and govern-

ment commitment to reform resulted in more than 50
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reforms, complefed with assistance from the team and

in collaboration with other World Bank Group partners

in FYO8. Twenty reforms were in Sub-Saharan Africa. In
FY08, the Doing Business Reform Advisory team assisted
seven client countries ranked among the world's fop 10
reformers in Doing Business 2009 Azerboi{on, Albania,
the Kyrgyz Republic, Belarus, Senegal, Burkina Faso, and
Colombia.

In Azerbaijan, the team partnered with IFC Advisory
Services and the World Bank to advise the government on
reforms impacting several indicators. As a result of this col-
laboration, the government restructured the labor market to
make it more flexible for job entrants, fightened corporate
governance requirements for large firms, and broadened
the scope of information the credit bureau makes available
to banks, increasing funds available to businesses. The
government also cut unnecessary sfeps in property registra-
tion and infroduced online filing for taxes. A new one-stop
shop for business startup streamlined the process in Baku.
In the first four months of operation, registrations jumped
40 percent.

Colombia is among the top 10 Doing Business reformers
for the second year in a row. Since December 2007, the
Doing Business Reform Advisory team has been assist-

ing the Colombian government in ifs continuing efforts to
reform. After the Doing Business Reform Advisory team
delivered a reform memorandum and the subnational
Doing Business in Colombia report was launched, the
government formed five working groups and concentrated
on pushing through key reforms. By June 2008, Colombia
reduced the time and cost fo register a firm, cut the time
fo obtain a construction permit by 32 days (from 146

fo 114), streamlined export and import processes (fime
decreased by 10 and 5 days respectively), and made
paying taxes easier: an enfrepreneur now files 31 instead
of 69 annual tax payments, in large measure due to
online filing and payment.

Doing Business Reform Advisory:
Quick Results in Mauritania

In late 2007, Mauritania’s Ministry of Private Sector
Promotion set its sights on two strategic development
goals: to increase the number of new firms setting up

in the country and to improve Mauritania’s ranking on
the Doing Business indicators. The goal was to change
the mindset in Mauritania so that entrepreneurs would
face fewer obstacles when starting and operating their
businesses. In October 2007, the Ministry contacted the
World Bank Group requesting assistance. Based on the
findings of the Doing Business 2008 report, FIAS’ Doing
Business Reform Advisory group drafted a memo with
specific recommendations on how Mauritania could
improve its business environment. Within eight months,

the government had passed its initial set of reforms.

Three main areas have been improved. The process to
formally register a business in Nouakchott is simpler due
to a governmental decree streamlining the steps required
for non-exporting companies. Smaller firms no longer
need apply to the Ministry of Economic Affairs and
Development to benefit from the incentive regime of
the investment code, a process which typically required
45 days for application processing. The government

also passed a new building code to better regulate new
construction. The law establishes a single window for
processing building permits and sets statutory time limits
for their approval. The law also limits the number of
agencies from which builders must seek approvals. A new

finance law lowered the minimum turnover tax.

See information on Doing Business Reform Advisory prof-
ects in other countries: Albania (p. 36); Burkina Faso [p.
47); Egypt [p. 42); liberia (p. 48); Rwanda [p. 47); and
the Republic of Yemen (p. 41).
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Subnational Doing Business projects apply the Doing Business methodology at the local level, measur-

ing whether local government regulations and practices enhance or restrain business activity in selected

cities within a particular country or region. Subnational rankings foster competition among cities to

improve their business environments and to reform. This is increasingly important in a globalized world

where specific locations rather than countries lure investors. FIAS" Subnational Doing Business team

assists client countries in three stages: by investigating the regulations using the Doing Business indica-

fors; by identifying the bottlenecks firms face in setfing up and operating; and finally, by providing

recommendations for reform and promoting local and infernational best practices. Subnational Doing

Business reports guide policymakers throughout the regulatory reform cycle and are well suited to ad-

dress problems of fronfier regions.

In FYO8, FIAS published subnational Doing Business
reports for Morocco, the Arab Republic of Egypt (see

p. 42), Colombia (see p. 40), China (see p. 35), Nigeria
and the Philippines. Subnational projects were in progress
in India, Mexico, Pakistan, Russia, and Ukraine. In South
East Europe, FIAS launched a multi-country, subnational
project providing comparable city-level data and identify-
ing reforms that can improve competitiveness in a region

becoming increasingly integrated into the European
economy. (See box, p. 23.)

In planning and launching these projects, FIAS has made a
concerted effort to ensure their sustainability. For instance,
in Mexico, FIAS provided support to a local think tank,

the Insfituto Mexicano para la Competitividad. In the fall

of 2008, the institute will publish the third Doing Business

in Mexico report, marking the first time the Doing Business
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methodology has been transferred to a local strategic provides clients and researchers with the opportunity to

partner. In the Philippines, FIAS and IFC Advisory Services browse information about procedures and rankings in over
partnered with the Asian Institute of Management fo pro- 230 measured cities, but also allows them to simulate the
duce the first Doing Business in the Philippines report. impact of proposed reforms. The Web site will be used 1o

disseminate information about new subnational projects

During FYO8, the product tfeam implemented a knowledge and fools. The team also developed “Subnational To

management strategy to roll out the subnational Doing Co," a resource guide for practitioners of the subnational

Business product globally and share: information with Doing Business methodology. This tool aims to strengthen

practifioners. The new sirategy focused on the develop- their capacity fo manage subnational projects. It compiles

ment of the subnational Doing Business Veb site fwww. projectrelated best practices and lessons learned and

doingbusiness.org,/subnational], which made subnational contains chaplers on project design and implementafion

reports and data easily accessible. The Web site not only and sample project documents

Highlights of Selected Subnational Doing Business Projects in FYO8

Doing Business in Nigeria covers 10 states and Abuja in Doing Business in South East Europe 2008 compares
four areas of regulation: starting a business, dealing with business regulations in 22 cities in seven economies in
construction licenses, registering property, and enforcing four areas: starting a business, dealing with licenses,
contracts. Key findings include: registering property, and enforcing contracts. Key find-
Registering a business became significantly easier across ings include:
Nigeria, thanks to computerization of the registry, es- Despite a similar regulatory framework for property
tablishment of zonal branches of the Corporate Affairs registration across the region, the time, cost, and
Commission and new Stamp Duty Offices. number of procedures vary due to local administrative

L. . practices and taxes. People from the seven economies
Enforcement is a significant factor to delays in recovery

. . in th four times | h
of commercial debts among all states. Typically, court covered in the report spend four times longer than

. . . Slovenians or Bulgarians and pay six times more than
performance is better in states such as Abuja, Kaduna, ) I§ - p }; )
. . entrepreneurs in Poland to transfer a property title.
and Lagos that have implemented the new High Court P property

rules.

Doing Business in the Philippines 2008 covers 21 cities
and three areas of regulation: starting a business, deal-
ing with licenses, and registering property. Key findings

include:

City regulations and the interpretation and implemen-
tation of national laws vary greatly, thereby constrain-
ing or promoting local business activity. Property
transfer takes 21 days in Mandaluyong compared to 43
days in Mandaue. Similarly, to build a warehouse and
connect basic utilities requires 23 procedures in Taguig

compared to 33 in Mandaue and Pasig.

Starting a business in the 21 cities takes an average of
18 procedures (11 by the national government and 7 at

the local level).
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FIAS" Investment Policy and Promotion product takes a two-step complementary approach in assisting

countries with their efforts to affract global investors. One dimension focuses on establishing an effec-

five legal, policy, and instfitutional framework fo support invesiment generation. The second dimension

fargets increased investment through marketing of the location’s competitiveness, including the improv-

ing business climate. Thus, FIAS Investment Policy and Promotion product aims to not only strengthen

the investment policy environment in client countries, but also to enable their governments fo effectively

market the benefits of new investment policies and other reforms to prospective investors.

Following the restructuring in early FYO8 that integrated
MIGA's technical assistance unit with FIAS, the product
feam focused substantial effort on infegrating the policy
and promotion functions and developing a range of new
services and products. In addition, FIAS has expanded

the scope of its investment policy and promotion activities
through the newly established Investment Generation pro-
gram office in Vienna. FIAS is also developing a new FDI
indicator—piloted in some 20 countries—that will measure
the openness of countries to FDI, thereby creating the trans-
parency necessary to stimulate investment climate reforms.
The indicafor is designed as an easy-o-use reference for
policymakers, analysts, and investors. Its information on

foreign ownership restrictions, pre-establishment proce-
dures, access to arbitration, currency convertibility, and
repatriation of profits is particularly relevant for potential

foreign invesfors.

During FYO8, FIAS' portfolio of investment policy and
promotion projects was substantially renewed with the
influx of 20 new projects, increasing total volume from

15 to 26 projects and shifting the emphasis toward new
projects in IDA countries. For example, FIAS has been
working with the government in Rwanda to develop an
effective and targeted FDI strategy; in Bangladesh, to sup-
port reform of the Board of Investment and the Bangladesh
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Export Processing Zones Authority; in Uganda, to support
fargefed sector outreach and marketing inifiatives; and
in Indonesia, to help establish a new office in Aceh for
investor outreach. During FYO8, the Investment Promotion
and Policy team also reviewed and made recommenda-
fions for upgrading the FDI legal framework in Indonesia,

Libya, the Republic of Yemen, and Liberia.

Several ongoing FIAS programs gained momentum in
FYO8. The Invest in the Western Balkans (IVWB)8 team
played an active role in helping the government of
Croatia secure an $8 million investment from Oberndorfer,
an Austrian construction materials manufacturer. The com-
pany built a new plant in an industrial zone approximately
60 kilometers outside Zagreb in the city of Siska. In the
former Yugoslav Republic of Macedonia, the marketing
strategy and outreach support provided by FIAS promoted
the country’s advantage as a regional hub for automotive

production.

FIAS" elearning course, “Managing Effective Investment
Promotion Campaigns,” sustained ifs early success. The
proliferation of investment promotion agencies (IPAs) and
high sfaff turnover continue fo drive strong demand for
professional fraining in invesiment promotion. FIAS part-
nered with the World Bank Institute in 2005 fo provide

a free infernetbased curriculum for investment promotion
practitioners. An active pool of course moderators, who
work directly for an IPA, the World Bank Institute, or FIAS,
provides online coaching for students, thus maximizing the

curriculum’s relevance and efficacy.

In FYO8, district and state officers from India’s state of
Orissa used their elearning course fraining to sef up an
IPA and develop a sector promotion strategy and promo-
fional materials. In Rwanda and Uganda, the eleaming
curriculum is being integrated into FIAS" broader reform
work. The newly created Investment Promotion Institute of
Cyprus began independently organizing an e-learning
fraining session for its staff with one of the FIAS eleaming
course moderators.

In the Philippines, FIAS helped the Board of Investments de-

sign and implement a strategic investor aftercare program

8  The IWB program, based in Vienna, supports investors in search of business
locations, partners, and sector-specific information about the Western Balkans
region. IWB serves investors as they work through all stages of the investment
process.

Bogotd Drives Foreign
Investment info Colombia

For years, Colombia has been looking to overcome
misperceptions abroad and attract international investors.
Despite a vibrant real estate industry and a booming
stock market that jumped fourteenfold between 2001

and 2007, investors remained skeptical. FIAS programs,
beginning with the efforts of MIGA’s technical assistance
unit prior to its integration with FIAS, have worked to
change perceptions among investors by promoting the
country’s well-trained work force, natural resources, prime

geographic location, and openness to market economics.

In 2006, FIAS helped the municipal government of
Bogotd and the Bogotd Chamber of Commerce complete
the successful launch of Invest in Bogotd, now one of
Latin America’s most active subnational investment
promotion agencies. Since its launch, Invest in Bogotd
has drawn global attention to Colombia, including
coverage in both the New York Times and FDI Magazine.
In its first 18 months, Invest in Bogotd facilitated $140
million in foreign investment commitments in hotels,
call centers, and manufacturing. When these investments
become fully operational, they are expected to create

2,165 technical jobs.

During FY08, FIAS helped Invest in Bogotd complete
five outreach campaigns targeting international investors
in four industries: call centers, medical devices, automo-
bile parts, and pharmaceuticals. As a result, the pipeline
of potential investment projects grew at a rate of 10

percent per month.

fo start building long-term relationships with key investors.
The program targets both investors with the pofenﬁo| to
expand their Philippine operations and those at risk of
reducing their current investment level in the country. Since
the program was established, the Board of Investments

has been working closely with about 50 of the country’s
largest foreign investors and has identified a pipeline of
potential investments worth an estimated $1 billion. In
FYO8, a number of these companies announced additional
investments: Germany's DEDON group invested $2.4
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million in its furniture manufacturing facility in Cebu; Nanox
Philippines, Inc., invested $40 million in a semiconductor
project in the Clark Special Ecozone; and the IndoPhil
Group announced ifs decision fo maintain investment in the
Philippines, dropping plans fo relocate abroad.

In Serbia, FIAS continued to work with the European
Agency for Reconstruction fo increase FDI inflows and
accelerate the country's transition fo a market economy.
During FYO8, FIAS assisted the Serbian Investment and
Export Promotion Agency in developing an operational
and marketing plan fo implement the country’s strategy o
affract foreign investment. FIAS provided technical assis-
fance in the areas of marketing, finance, operations, and
human resources to 30 companies working to become
suppliers to multinational companies based in Serbia.

FIAS assisted in organizing the firstever “Meet the Buyer”
event in Belgrade, which brought fogether 15 multina-
fional corporations operating in Serbia—including Coca-
Cola, Telenor, Ball, Gorenie, Siemens, General Motors,
Kentucky Fried Chicken, and U.S. Steel—and more than
100 Serbian SMEs from a range of key sectors. The event
provided opportunities for the multinationals fo showcase
their sourcing requirements fo potential Serbian suppliers.
An exit poll showed that each multinational had arranged
10-20 potential business meetings with Serbian firms.
FIAS also trained 40 economic development staff from
29 municipalities, three regional agencies, and two local
non-governmental organizations in Serbia on investment
promotion and investor facilitation issues. To help ensure
susfainability, 12 local experts were trained fo provide

instruction o new municipal economic development staff.
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INDUSTRY COMPET |LRINVETNEECE

Micro policy and enforcement issues affecting product market competition are often industry-specific in

nature. Although these issues, such as product standard specifications, import policy distortions, and

constraints to competition, can play a critical role in the reform agenda, they may be underestimated

or overlooked when priorities are set. FIAS' Industry Competitiveness product addresses this gap by

identifying and prioritizing the main policy, regulatory, and legal issues through an industry-specific

lens, focusing initially on the tourism and agribusiness sectors. This product approach brings together

the regulatory simplification and investment policy and promotion practices at FIAS and provides a

broad platform for partnering across IFC.

In FYO8, the Industry Competitiveness product tfeam
worked on infroducing new focused programs in IDA coun-
fries, frontier regions, and conflictaffected countries. Results
for the fiscal year included three publications: Moving
toward Competitiveness: A Value-Chain Approach;
Competition Policy and Promotion of Investment, Economic
Growih, and Poverty Alleviation in least Developed
Countries; and Special Economic Zones: Performance,

lessons learned, and Implications for Zone Development.

The development of special economic zones (SEZs), as

platforms for pilofing reforms and energizing private sec-

for activity in conflictaffected countries, is an important
component within the product approach. The team began
developing a practitioner’s guide for establishing SEZs

in conflictaffected countries and launched pilot projects

in Liberia and the Democratic Republic of Congo, both
conflictaffected countries. FIAS also provided technical
support fo the World Bank-funded industrial estates project
in Alexandria, Egypt, BICF in Bangladesh (see box,

p. 44), and IFC Advisory Services in Cambodia. (See

also box on Panama, p. 28.)
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In the agribusiness sector, FIAS is working closely with
IFC Advisory Services in Mali, Liberia, Madagascar, and
India. In Mali, an agribusiness sector analysis of the on-
ion, potato, fomato, and mango value chains conducted
by FIAS will guide the implementation of sectorspecific
reforms. In India, the team is helping the government of
Bihar—the country’s poorest state—to organize a public-
private sector approach fo reform in the maize and sugar

A Special Economic Zone Yields
Long-Term Results in Panama

A FIAS-IFC-MIGA team, led by IFC’s Advisory Services
department between 2005 and 2007, assisted the govern-
ment of Panama in developing legislation to transform
the 2,005 hectares encompassing the Howard U.S. Air
Force Base into a SEZ. The legislation also created the

Panama Pacifico Agency to oversee the transformation.

FIAS’ assistance in creating the framework in place today
has been key in cultivating robust private sector activity
within the SEZ. Today the project continues to attract
investment from firms such as Dell Computer, Singapore
Technologies, 3M, and Caterpillar. To date, investments
have generated more than 3,000 jobs with average salaries

three times higher than the national average.

During FY08, the Panama Pacifico Agency selected
London Regional Properties to serve as the project’s mas-
ter developer. The developer committed to investing $407
million over the next eight years and a minimum of $100
million for each subsequent eight-year period. According
to the developer’s plans approved by Panama’s Cabinet of
Ministers in December 2007, the project is expected to
add approximately 20,000 jobs and attract $3 billion in
FDI over the next 20 years.

Among the lessons gleaned from the SEZ experience in
Panama is the prospect that it can be replicated in differ-
ent contexts around the world. As a result, the Panama
Pacifico project is an integral part of FIAS’ long-term
knowledge management strategy and is seen as a model
for establishing SEZs in countries such as the Republic of
Yemen, Indonesia, Bangladesh, the Democratic Republic

of Congo, and Liberia.

sectors, in collaboration with the World Bank. This project
aims to promote the competitiveness of these indusiries
and atfract private sector investment.

The Industry Competitiveness team supported implemento-
fion of three large tourism projects: the Central America
Tourism and Hotel Investment Exchange [see p. 39), and
with IFC Advisory Services, two projects in Madagascar
and Mozambique. In Mozambique, the Tourism Anchor
Investments Program, an expected $1 billion project to
develop four anchor coastline resorts and create 30,000
jobs over time, plans to stimulate tourism investment
through a pracfical, hands-on approach. This includes
proactive project development in selected tourism zones
supported by complementary advisory services in SME
linkages and community development. FIAS is also
working closely with IFC Advisory Services fo develop a

joint fourism benchmarking tool with funding from the IFC

Innovation Fund.

2008 ANNUAL REPORT | FIAS INVESTMENT CLIMATE ADVISORY SERVICE



The management of knowledge resources is a key objective under FIAS" FYO8-11 strategy. The

Knowledge Management team facilitates the development and dissemination of knowledge products

to support World Bank Group and external clients” advisory activities in implementing investment

climate reform and investment generation initiatives. The team provides methodological support to

technical specialists within the product teams and ensures dissemination of this knowledge using print

publications, online services, and learning workshops. For example, FIAS manages several online

information services that provide clients with knowledge resources to support their reform efforts.

In FYO8, FIAS published six practitioner guides, studies,
and discussion papers:

Moving toward Competitiveness: A Value Chain
Approach — a fechnical report on using value chain

analysis for identifying sectorspecific business environ-

ment reforms fo improve competitiveness.

Designing a Tax System for Micro and Small Business
— a toolkit for policymakers and reform advocates
on how fo create tax systems favorable fo micro and

small enterprises.

Special Economic Zones: Performance, lessons

learned, and Implications for Zone Development —

a refrospective study and survey of best practices
based on the experiences of policymakers and zone
developers that examines the effectiveness of special
economic zones in improving indusiry competitiveness

and attracting FDI.

Attracting Investment to South East Europe: Survey of
FDI Trends and Investor Perceptions — an analysis of
the perceived obstacles to and potential for increased

foreign investment.

FIAS" Impact on Latvia’s Business Environment — a

case study of FIAS' successful work in helping the

FIAS PRODUCTS

29



zo |

government of Latvia reform its investment climate from

1998 1o 2004.

Competition Policy and Promotion of Investment,
Economic Growth, and Poverty Alleviation in Least
Developed Countries — a study examining the role of
competition law in the developing country context.

In online services, FIAS staff contributed to IFC's new
knowledge-sharing resource Smartlessons, a VWeb-based
collection of short papers contributed by staff, clients, and
donors, which highlights innovative approaches to imple-
menting advisory services and investiment projects. The six
lessons from FIAS authors added during FYO8 discussed

Partnering with Donors to Develop and
Share Knowledge Resources

A widely acknowledged impediment to effective regula-
tory reform is the lack of awareness about available policy
tools and how to effectively use them. FIAS is partnering
to address this challenge through the knowledge manage-
ment activities of the Better Regulation for Growth
Program, a joint initiative with DFID and the Dutch
Ministry of Foreign Affairs. The program brings together
practitioners from several organizations to create a shared
understanding of the political dynamics that drive regula-
tory reform processes, and to identify, adapt, and develop
appropriate reform tools. The program is managed by
FIAS and a steering committee of donors who work in
consultation with a panel of experts, including more than

30 reformers, leading academics, and practitioners.

Together the three groups are working to evaluate and re-
fine the program’s priorities. While articulating the overall
agenda for regulatory reform in developing countries, the
project is also addressing the knowledge gaps that must
be filled in order to carry out effective investment climate
reform. Specifically, the program has worked to advance
understanding of the programmatic tools used to generate
regulatory reform momentum, ensure sound regulatory
management systems, and measure regulatory reform

changes in the development country context.

various fopics, including implementing investment climate
reforms in conflictaffected countries, reforming customs in
South Africa, and monitoring and evaluation of business
environment reform projects. FIAS staff also contributed 1o
the Finance and Private Sector Vice Presidency's Viewpoint
nofe series, including an analysis highlighting the impact
of well-organized reform teams on the successful imple-
mentation of business climate reforms in Botswana, Cape
Verde, Malaysia, Mauritius, and Taiwan (China).

Staff leaming figured heavily into the knowledge manage-
ment agenda as the unit coordinated 29 fraining events.
FIAS' first Leamning Week, held in January 2008, featured
15 learning events attended by more than 150 profession-
als working on FIAS' products and regional strategies for

advisory services.

The Knowledge Management team also substantially
increased FIAS' use of technology fo support learning and
knowledge sharing. One of the key tools implemented was
new intranet functionality designed to support increased
product and project team collaboration. Using this platform,
FIAS has begun pilofing a number of knowledge manage-
ment resources such as a new online handbook for conduct-
ing subnational Doing Business assessments and a practitio-
ner's guide fo investment law and policy development.

FIAS also expanded the use of web-casting and video-
conferencing technologies to increase access to leamning
resources for staff in the field. Major learning events are
now archived online for staff members to view at their

convenience.

The Knowledge Management team played an integral
role in redeveloping and updating FIAS' FDI Promotion
Center (www.fdipromotion.com) in FYO8. FDI Promotion
Centfer is the first knowledge portal dedicated to economic
development and investment promotion practitioners, con-
faining a wealth of how-o resources to support the design
and implementation of FDI promotion strategies at the
national, provincial, and local levels. The web portal was
initially developed by MIGA's technical assistance unit be-
fore ifs integration with FIAS. It has a registered audience
of more than 7,000 economic development practitioners,
who gave it high marks in a recent user survey.
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MONITORING & EVALUATION

In FYO8, FIAS developed and implemented new monitoring and evaluation tools designed to frack and

report progress in implementing the FYO8-11 strategy at both project and aggregate levels.

The concept of reform is central to FIAS' FYO8-11 strategy
and the new M&E framework reflects this focus. FIAS de-
fines a reform as an outcome or a collection of interrelated
outcomes that can be clearly linked o a project’s strategic
objective and fo its expected developmental impact [see
figure).

The integrated concept of reform. FIAS has identified, for
each of its products, a set of major business-environment
reforms that are likely to have a positive effect on private
sector development. These reforms are outcomes achieved
by client countries with the support of FIAS. They are

the result of inputs and outputs that lead to impacts such
as increased private sector investment, job growth, and
increased savings for the private sector.

FIAS” M&E FRAMEWORK

Standard Set
FIAS’ of Indicators
Advisory ¢

Services Outcomes —
(standard set of reforms)

(standard set
Impact

of products)
(economic development)

Client Country

Project evaluation

Economic Analysis
Leading to
Continuous Product
Improvement

In defining reforms product by product, FIAS worked to
standardize reforms across products so the reforms repre-
sent improvements of similar magnitude, within a product
and across products. Reforms are thus comparable; one
reform compares o another not only in its complexity, but
also in its relative importance in the reform agenda of
the client. Across product lines, reforms typically fall into
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one of three groups: (i) reforms related fo the enactment
of laws and regulations; (ii] reforms related to the imple-
mentation of laws and regulations; and {iii) reforms related
fo increased efficiency in the implementation of laws

and regulations [which usually include improvements in
institutional arrangements and the value added that these

institutional arrangements bring fo economic development).

Applying the concept of reform not only allows FIAS to
monitor and evaluate performance, but also to create a
consistent projectdesign methodology. During the design
stage, each project includes from the outset a farget set of
reforms to be achieved af project complefion. This process
allows clients to clarify expectations and defermine and
delegate programmatic responsibilities. Better design
allows for better evaluation, and better evaluation leads
fo valuable lessons that can be applied for continuously
improving FIAS products.

Product-specific M&E frameworks. FIAS developed an
M&E framework to monitor, report, and evaluate reforms
for each of its products. Each framework includes a
productspecific logical model that clearly summarizes
the outputs, oufcomes, and impacts? resulting from a FIAS
project. The logical models encompass a series of indica-
fors fo frack progress in project outputs, outcomes, and
impacts. Building on the logical models, productspecific
matrices have also been developed to provide sfaff with
practical, step-by-step guidance on how to integrate the
standardized performance indicators into project design.
Following the matrices ensures proper project design and
product coordination and provides a sfructure for fracking

performance.

In developing the M&E frameworks, FIAS standardized
indicators across projects and products to facilitate perfor-
mance comparison. Performance can now be compared
within FIAS across projects and products as well as exter
nally with those IFC business lines that have adopfed the
same standardized performance indicators. In addition,
FIAS is better able to monitor and evaluate multi-product,
multi-client projects operating in multiple national or
regional jurisdictions.

FIAS' outputs are typically deliverables required to meet shortterm project
objectives, such as recommendations for reform. Outcomes are the results of
government efforts fo implement reforms with FIAS assistance. Impacts are ag-
gregate results, often over the longerterm, such as the reduced costs to firms
resulting from streamlined business regulations.

The tools within the overall M&E framework allow staff to
design, monitor, report and evaluate the outcomes and
impacts of projects in a way that allows for continuous
improvement of FIAS" work over time.

Scorecards. During FYO8, FIAS developed a corporate
scorecard to frack performance in implementing the
FYO8-11 strategy. The scorecard consists of 54 indicators
grouped under six strategic themes. It fracks productlevel
and FIAS-wide outcomes and impacts, and outlines contri-
butions to the achievement of FIAS" mission.

Reporting reforms supported by FIAS. Reforms, as
defined by FIAS, can have a major impact on a country's
business environment. Some of these reforms can be
clearly linked to improvements in Doing Business indica-
fors, while others are related to areas not covered by the
indicators. Therefore, in addition fo reporting the outcome
of its efforts through its own definition of reforms, FIAS
also reviews and reports on the number of Doing Business
reported reforms to which it confributed. This provides an
independent verification of the outcomes of FIAS projects.
(See detail on reforms supported by FIAS in FYO8 in
Appendices 2 and 3, pp. 64-71.)

Continuous improvement of FIAS” M&E framework. FIAS'
M&E framework not only reflects the current state of the
art in monitoring and evaluation for business environment
advisory services, but is also confinuously evolving based
on new developments and FIAS' experience in implement-
ing it. It is expecfed that further refinements will be made

to the definition of reforms, the tools to monitor them, and

the overall approach to evaluation.
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Despite slowing growth in exports to the United States, rising volatility in global financial markets, high

and unsfable international commodity prices, and uncertainty in the world economy, countries in East

Asia and the Pacific continued to show strong overall growth in 2007. While this growth was driven

largely by China's 11 percent growth rate, low-income economies such as Cambodia, lao PDR,

Mongolia, the Philippines, Timorleste, and Vietnam posted robust growth rafes in the 7 to 10 percent

range. Even some of the region’s most vulnerable and isolated countries such as Palau, Papua New

Guinea, the Solomon Islands, and Vanuatu posted growth rates in excess of 4 percent.

In FYO8, FIAS" work in East Asia and the Pacific focused
on the four technical areas of business entry (startup and
licensing), alternative dispute resolution, investment law,
and investment promotion. FIAS also adjusted ifs service-
delivery model in two ways: to collaborate with FIAS'
Doing Business Reform Advisory group, which uses the
Doing Business indicators to create reform momentum;
and to implement a decentralized staffing structure that
integrates the investment climate teams from FIAS, IFC
Advisory Services, and the World Bank. Such a structure
that relies on partnership and joinf teams maximizes
resource efficiencies and ensures that local knowledge
and best international practices combine to create effec-

five programs (see also box, p. 35). Using this approach,
FIAS successfully initiated new investment climate reform
programs in Indonesia, Lao PDR, Papua New Guinea, the
Solomon Islands, Timor-Leste, Tonga, and Vanuatu.

FIAS confinued to achieve results for projects already

in progress. For example, in Papua New Guinea, FIAS
completed an informal economy project focused on
business enterprises across the country. The study identi-
fied poor access to markets, weak infrastructure, and the
complexity of government processes as the major impedi-
menfs fo growth of small businesses in the country. These
challenges are most stark for informal businesses, which
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account for an estimated 70 percent of all economic
activity. In response to the study’s report, the government
adapted its sfance on the role of the informal sector in the
national economy and has begun developing ifs firstever
informal sector policy. The study will serve as the baseline
as Papua New Guinea prepares to simplify its business

registration and licensing regimes.

In Vietnam, FIAS and IFC Advisory Services contin-

uved work on the Vietnam Land Program funded by the
Australian Agency for Infernational Development. During
FY08, the program addressed impediments af the pro-
vincial and national levels to small businesses accessing
land. FIAS assisted local governments in the Hue and Bac
Ninh provinces in simplifying procedures for acquiring,
registering, and developing land. At the national level,
FIAS is providing expertise o the government on a new

land code.

FIAS began assisting Lao PDR in reforming its invesiment
law, investment incentives, and investment promotion
functions. Three workshops were delivered on infernational
good practice for investment law and promotion. With
FIAS assistance, the Lao government began drafting the

new investment law in June 2008.

In April 2008, FIAS and IFC Advisory Services in China
launched Doing Business in China, a report examining 30
maijor cifies and measuring four key indicators: starting a
business, registering property, gefting credit (creating and
registering collateral), and enforcing contracts. The report
provided the Chinese cities with a benchmark on which
fo build and monitor reforms. Findings of the report sug-
gested that reforms are underway in all regions, but noted
significant variations in business regulations and their
implementation across the country. The report also high-
lighted the potential scope for localifies to adopt practices

that are working in other Chinese cities.

Pacific Regional Business Enabling Environment Program:

Innovative Solutions To Problems of Scale and Distance

The Pacific island countries have a total population of less
than 10 million people living in 14 mostly IDA states,
which are spread over an expansive area twice the size

of Europe. These isolated, narrowly based, and fragile
economies face common challenges of distance from
major markets, vulnerability to natural disaster, and poor

infrastructure.

The Pacific Regional Business Enabling Environment
Program has been put into place to respond more effec-
tively to demand among the Pacific island countries. The
program both scales up efforts and provides for a more
rational use of limited resources for the promotion of BEE

in the region within a more effective delivery mechanism.

The program builds on the increasingly seamless delivery
of World Bank Group (FIAS, IFC, World Bank) business
enabling environment advisory services in the Pacific. It is
composed of a suite of interventions in the form of scalable
components replicable from country to country that

allow for regional benchmarking. The expected outcomes

include improved regulatory procedures and compliance

and modernized investment promotion initiatives, resulting
in aggregated cost savings to businesses operating in the
Pacific region. The components incorporate three products
from the core practice areas of regulatory simplification and
investment generation: business entry (start-up and licens-
ing), alternative dispute resolution, and investment law and

investment promotion.

The program draws on the appetite for reform created by
the Doing Business project by providing regulatory reforms
which, apart from improving investment climates, will also
result in better performance in the global rankings. Public-
private task forces under the program provide a linkage
between it and other IFC advisory services in access to
finance and the tourism sector. Diagnosed gender-specific
constraints in the business environment are being ad-
dressed through reforms introduced within the framework
of the program. Vanuatu and Tonga are current program
participants, and Papua New Guinea and the Solomon

Islands are due to join.

REGIONAL FOCUS

35




Lo e

” -
' i 'IIiu"i_- -k: B

EUROPE AND CENTRAL ASIA

s |

Growth in gross domestic product remains strong in the Europe and Central Asia region, but is expect-

ed fo slow from 7.6 percent in 2007 1o 6.1 percent in 2008. Structural reforms in most countries have

driven the region’s ongoing reform success, surpassing even East Asia on the ease of doing business,

according to Doing Business 2008. Four countries (Croatia, FYR Macedonia, Georgia, and Bulgarial

were among the top 10 performers worldwide. Net FDI inflows increased from $125 billion in 2006
to $162 billion in 2007, with Russia accounting for the largest share ($52 billion), followed by Turkey

($22 billion), and Poland ($18 billion).

FIAS" work in South East Europe has targefed national
and subnational regulatory reforms to help improve the
business enabling environment and support the mar-

ket transition in seven economies—Albania, Bosnia

and Herzegovina, Croatia, FYR Macedonia, Kosovo,
Montenegro, and Serbia—as they move toward infegro-
fion with the European Union (see also box, p. 37).

In FYO8, an essential component of FIAS" work in South
East Europe focused on providing assistance for regional,
national, and subnational regulatory reform. In collabora-
fion with IFC Advisory Services, FIAS prepared a regional
Doing Business report comparing the performance of 22

local economies across South East Europe. The study
provides a basis for comparing special aspects of the busi-
ness environment in the various localities. This initial study
also provides a baseline against which performance in
subsequent studies can be compared as the localities work
fo improve their business environments and enhance their
competitiveness [see box, p. 23).

Doing Business Reform Advisory work in support of

the government of Albania delivered strong results. In
April 2008, the Albanian legislature initiated sweeping
reform fo its corporate governance legislation. The laws
introduced new disclosure requirements and standards
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of conduct for company managers, providing investors
for the first time with legal recourse against corporate
malfeasance. With FIAS assistance, Albania has
developed corporate governance laws that require
companies fo report pofential conflicts of inferest and
management practices that may have a negative
impact on the bottom line. The government also sef up
a National Registration Center that allows entrepreneurs
in one application to simultaneously complete tax,
social insurance, health insurance, and labor directorate
registration. In addition, Albania reduced corporate tax
rates and sef up a private credit bureau in FYO8.

At the subnational level, FIAS partnered with municipal
officials in completing the initial pilot phase of the
Subnational Competitiveness Project in four munici-

palities in Serbia and three municipalities in Bosnia and
Herzegovina. FIAS recommendations for revising and sim-
plifying more than 400 business formalities were endorsed

and adopted by the municipal councils [see p. 13).

Investment climate reform remains uneven in the states of the
former Soviet Union. In FYO8, FIAS focused on generating
reform momentum to reduce bureaucracy and corrupfion in
Ukraine and Russia. FIAS also developed an initial reform
agenda fo assist Azerbaijan and the Kyrgyz Republic in

conjunction with IFC Advisory Services.

FIAS Charts Course for South East
European Network of Reformers

As the economies of South East Europe seek to compete
in the global economy and regionally with other
European Union members and aspirants, each is striving
to simplify and streamline a patchwork of regulations
affecting business start-up and operations in order to
improve the business enabling environment. Lessons
learned in one country are often readily applicable in
others. FIAS is working to help establish a regional
network of reformers to facilitate peer-to-peer learn-

ing and knowledge sharing on good-practice business

environment reform in the region.

In September 2007, a conference was held in Zagreb,
Croatia to launch this regional effort and a subsequent
series of video-conference seminars. The conference
brought together 60 top policymakers from across the
region to assess the issues and challenges they face in
reforming their business environments. The discus-
sion focused on a range of issues including the role of
regulatory reform in economic growth, increasing trade
and competitiveness with the enactment of the Central
European Free Trade Agreement, e-government as a
catalyst for business environment reform, and the role of

the private sector in business environment reform.

FIAS collaborated with the World Bank Global Distance
Learning Network to conduct a series of video-con-
ferenced seminars on regulatory reform, targeting the
members of the network. Presentations were made by
regional and international experts, including representa-
tives from Croatias HTTROREZ (“swift-cut” project to
eliminate and simplify business regulation), the United
Kingdom’s National Audit Office, and the government
of the Netherlands. This series attracted roughly 150

participants from across the region.

In addition to working on an initial strategy, members
of the network have begun to explore options for col-
laborating with the EU’s Directors of Better Regulation

Network and the Regional Cooperation Council.
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In Ukraine, FIAS collaborated with the World Bank’s Tax
Reform Project and IFC Advisory Services to document the
cost fo businesses of fax compliance and tax inspections.
FIAS will help identify reform priorities for business taxation
to reduce compliance costs, and fo serve as a baseline for

measuring the impact of future reforms.

FIAS' investment climate methodologies in Russia are gain-
ing recognifion. As one example, officials in Tomsk Oblast
and Rosfov Oblast have begun to conduct regular self-
assessments of their business climates using FIAS' standard
methodology. FIAS continued to expand ifs activities in
Russia with the preparation of a subnafional Doing Business
program fo rate business climates in 10 cities by determin-
ing how easy it is for entrepreneurs fo start a business,
obfain consfruction permits, register property, and trade
across borders. In the Republic of Tatarstan, FIAS launched
the Municipal Business Card project, which focuses on
streamlining and simplifying procedures for state-owned
land allocation, construction permitiing, and the regisfration

of property at the municipal level.

While FIAS continues to work on a feeforservice basis
across Russia in more developed parts of the country,

its work program emphasizes regions such as the North
Caucasus where endemic poverty and postconflict institu-
tional weakness remain serious concerns. In FYO8, FIAS
conducted a survey of the informal sector in the republics

of North Ossefia-Alania and Karachayevo-Cherkessia.

The survey revealed the primary reason unregistered firms

in the two regions do not enter the formal economy is fo
avoid overzealous inspectors. These findings will be used
as a platform for future reforms aimed at better protecting
businesses in the inspection process and making regulatory
procedures more accountable and fransparent. Toward the
end of FYO8, FIAS responded fo requests from local govern-
mentfs 1o replicate the program in the republics of Adygeya
and KabardinoBalkaria in the North Caucasus, in coopera-
fion with the World Bank and with funding from DFID.
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LATIN AMERICA AND THE CARIBBEAN

While economic growth in Latin America and the Caribbean lags behind the emerging economies

of Asia and Eastern Europe, the 5.7 percent growth rate posted in 2007 capped the best fouryear

growth trend since the 1970s. The region led FDI inflows worldwide with annual growth of 46 percent

compared to an average global rate of 36 percent. In 2007, investors seeking broader markets and

natural resource supplies pushed FDI to $106 billion, surpassing the previous record of $89 billion set

in 1999. However, economic concerns rose significantly in the second half of FYO8 at the prospects

of a slowdown in the United States.

In FYO8, FIAS" work in Latin America and the Caribbean
focused on tourism industry development in Central
America, the launch of the subnational Doing Business
report in Colombia, competition policy work in Costa Rica

and Peru, and investment promotion in Bogotd (see box,

p. 25).

FIAS has been working to create crossborder synergies
fo promote international investment in tourism across the
region. During FYO8, FIAS assisted the governments of
Guatemala, El Salvador, Honduras, and Nicaragua
in launching the Central America Tourism and Hotel

Investment Exchange, a regional tourism investment confer-

ence aimed at affracting international and regional hotel
and fourism development. The conference, organized in
partnership with Burba Hotel Network, attracted more than
250 participants including representatives of international
brands, real esfate developers, banks, consultants, and
project owners. The event received widespread media cov-
erage, including an article in the Hotel Yearbook 2008.

In Honduras, FIAS provided support fo the Foundation
for Investment and Development of Exports in attracting
international investors to Honduras' tourism and manufac-
furing sector. The foundation completed five promotional
campaigns, which resulted in five visits from prospective
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investors inferested in further researching Honduran sites.
FIAS also helped the foundation restructure its opera-
fions fo maximize advantages offered under the Central
American Free Trade Agreement.

The Doing Business in Colombia report, which covers

13 cities, was introduced at a January 2008 event in
Colombia chaired by President Alvaro Uribe. The report's
launch was covered extensively by local media, including
in a talk show featuring Luis Guillermo Plata, Minister of
Commerce, Indusiry, and Tourism, and Carolina Renteria,
Director of the National Planning Department. Fabio
Valencia Cossio, High Commissioner at the President’s
Office for the Competitiveness and Productivity of
Colombia, subsequently requested a second study cover-

ing 27 regions of the country.

In Costa Rica, competitiveness assessments of the telecom-

munications and rice sectors previously completed by

FIAS served as the foundation in guiding policy reforms.

FIAS" assessment of the rice sector is integral fo a case in
the constitutional court challenging Costa Rica’s current
monopoly on the import, processing, and sale of rice.
The assessment of competitiveness in telecommunications
is the basis for arguments fo be presented to the national
legislature by the Costa Rican Competition Committee as

it works to liberalize the sector.

In Peru, FIAS completed a regulatory reform review fo
improve the investment climate in five pilof regions. The
study reviewed the legal and regulatory framework of the
dominant sectors in each project region: Arequipa (gar-
ments/textiles), Cusco (tourism), lca (agribusiness), Junin
[aquaculiure), and Lorefo (wood processing]. Results from
the 7004irm survey are being used by IFC to develop an
action plan for addressing regional regulatory constraints
within Peru’s business climate and streamlining legal and

regulatory procedures in agribusiness and tourism.
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The Middle East and North Africa region is at a critical stage in its development. In the past decades,

economic growth in most Arab countries has been below potential. While high oil prices have been

a boon for the Gulf states, the region overall faces burgeoning demographic pressures, ever-ising

unemployment rates, and challenges in creating viable opportunities for its young men and women.
ploy 9 g PP young

FIAS" approach in the Middle East and North Africa contin-
ues to focus on building and sustaining reform momentum,
supporting and fracking the progress of policy implementa-
fion, and providing capacity-building assistance. While
many challenges remain, in the past year a few govern-
ments began to adopt effective strategies to create employ-
ment opportunities and establish a favorable environment for

private inifiatives, enfrepreneurio| freedom, and investment.

The poorest countries and subnational regions in the
Middle East and North Africa remain a top priority for
FIAS. In the Republic of Yemen, FIAS continues to be
engaged on several fronts. The tax administration reform
program—a joint inifiative with IFC Advisory Services in
the region and DFID—is showing strong results (see box,
p. 15]. This project is likely to be a first example of a
much broader and programmatic collaboration among

these partners as a three-year support program is presently
under preparation. Through this program, FIAS product
teams will provide support to a wider range of reforms,
including FIAS involvement in areas such as investment
regulation and attraction, customs and logistics reform,
special economic zones, and industry-specific assistance.

FIAS' Doing Business Reform Advisory team will also sup-
port the government in targefed Doing Business reforms.
This work will build on the strong results of IFC Advisory
Services, which advised the government on streamlining
business startup procedures in the Yemeni capital, includ-
ing the opening of a one-sfop shop that places representa-
fives from multiple agencies under one roof for company
registration. The new one-stop shop makes it possible to
complete business startup at a single location and easier
fo obtain a license from the municipality and fo register
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with the chamber of commerce and the tax office. This re-
form resulted in an advance of 25 positions in the global
aggregate rankings for the Republic of Yemen in Doing
Business 2009, presenting an excellent sfarfing position
for further reforms supported by FIAS.

Although investment in the Republic of Yemen continues

fo improve, atfracting foreign direct investment remains a
challenge. In July 2007, the government asked FIAS fo
assess the couniry’s capacity o atfract FDI. The resulting
assessment pinpoints regulatory vacuums and inconsisten-
cies within the overall business environment and provides
a set of infernational best practices in the areas of investor
servicing and investment promotion failored to the coun-
fry’s needs. The assessment is a cornersfone in FIAS" plans
fo assist the Government Investment Authority in improving

its investor servicing practices.

In Egypt, FIAS parinerships with IFC Advisory Services and
the United States Agency for Infernational Development
(USAID] have initiated and sustained reform momentum.

Following Egypt's recognition as the top reformer in the

world in early FYO8, FIAS released Doing Business in Egypt,
a subnational report covering three cities and three areas

of regulation: starting a business, dealing with licenses,

and registering property. The report found that differences

in municipal requirements are most pronounced related fo
construction licenses. In Assiut, consfruction permits require
19 procedures and 109 days; in Cairo, 28 procedures
and 249 days; and in Alexandria, 30 procedures and 207
days. The time it takes to meet all the legal requirements

can vary widely across locations. Property registration can
require between 33 and 193 days. These findings further
catalyzed Egypt's reform momentum and prompted Egyptian
Minister of Investment Mahmoud Mohieldin to ask FIAS to
complete subnational Doing Business reports on the invest-
ment climate in six governorates.

In FYO8, FIAS also reviewed FDI legislation in Libya and the
Republic of Yemen, advised the government of Tunisia on
improving the competitiveness of key industries (agro-busi-
ness, aufomotive parts, and construction), provided a com-

prehensive value-chain analysis in Pakistan, and assessed

the institutional capacity fo promote investment in Oman.
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Despite the serious obstacles of civil conflict, corruption, increased oil prices, and political transitions,

South Asia continued to achieve impressive economic growth and poverty reduction in the past year,

maintaining an annual growth rafe of 7 percent. If growth accelerates to 10 percent a year, the region

could see singledigit poverty rates by 2015. Nonetheless, 400 million South Asians currently live on

less than $1 a day and the region continues fo attract less domestic and foreign investment than any

region in the world except Sub-Saharan Africa.

In the past year, FIAS" approach to South Asia has fo-
cused on the investment climate in the region’s poorest and
most unstable countries and subnational areas.

Within India, FIAS is working with IFC and the World
Bank to improve the investment climate of the lagging
states,'© which contain 44 percent of India’s populafion,
66 percent of ifs poorest citizens, and account for 25
percent of gross domestic product. In FYO8, FIAS began
working with the government of Bihar, India’s poorest

10 lagging states are those recognized by the Indian government as having
slower growth and lower development outcomes, including Bihar, West
Bengal, Uttar Pradesh, Chhattisgarh, Jharkand, and Orissa. For example, the
gross domestic product per capita for Bihar is $92 as compared to $280 for
India as a whole.

state, to enhance the competitiveness of the region’s
agribusiness value chain and design support for investment
promotion and regulatory simplification. FIAS organized

a workshop on investment climate reforms in Bihar with
funding support from the Danish Infernational Development
Agency in February 2008. FIAS also organized an IFC
Investor Forum held in May 2008. With assistance from
DFID, FIAS implemented the second phase of competition
and regulatory impact assessments of several secfors and
areas, including: freight transport (ports and railways), air
fransport, intellectual property law, and competition policy.
In March and June 2008, FIAS sponsored workshops that
brought together the Competition Commission of India,
DFID representatives, and technical experts.
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The Bangladesh Investment Climate Fund Breaks New Ground

The 2008 fiscal year was a very active and productive
period for the Bangladesh Investment Climate Fund in

its first full year of operations. Launched in May 2007
with a total commitment of $55 million over eight years
from DFID and the European Commission, BICF is
IFC’s largest single-country advisory program. It is jointly
managed by FIAS and IFC’s South Asia department. FIAS
also provides active technical assistance to individual BICF

projects.

Although Bangladesh remains in political transition
following the departure of the elected government in
September 2006, BICF has managed to successfully
engage the country’s caretaker government as well as key
private sector and civil society stakeholders in reforming
the country’s investment climate. During this time, the
primary focus has been to support public-private dialogue
by establishing the Bangladesh Better Business Forum and

the Regulatory Reform Commission.

Chaired by Fakhruddin Ahmed, Chief Advisor of the
Caretaker Government, the Bangladesh Better Business
Forum has identified and is now acting on more than 100
recommendations to improve the private sector. Examples
of the recommendations include: streamlining visa and
work permit procedures for foreign investors; appointing
public information officers within ministries; and reducing
the number of days for company notification and registra-
tion. At the end of FY08, more than 30 recommendations
had been implemented. An additional 28 recommenda-
tions were under active implementation and 64 recom-
mendations were slated for near-term further discussion

and possible implementation.

The Regulatory Reform Commission is designed to
complement the work of the Bangladesh Better Business
Forum with systematic oversight of the country’s regula-
tory reform process. Since its launch in November 2008,
the Regulatory Reform Commission has identified 202
business-related laws and prioritized 30 of these for pos-
sible streamlining. Several types of procedures are targeted
for simplification, including approval of foreign loans,
issuance of critical business licenses and certificates, and

forms and procedures used in calculating customs duties.

BICEF has been active on a number of other fronts,

including:
At the request of the Bangladesh Board of Investment,
BICF supported the government in the planning and
drafting of a “home-grown” economic zones policy
that would pave the way for significant private sector
participation in developing the economic zones of the
country, and would lay the foundations for a more
competitive and modern zones regime in the global

marketplace.

BICF provided technical assistance to the Bangladesh
Board of Investment in preparing a strategic plan,
which outlined a comprehensive structural reorganiza-

tion and capacity-building program.

The Ministry of Establishment agreed to work jointly
with BICF on the design and delivery of a compre-
hensive capacity-building program focused on private
sector development issues for all levels of civil servants.
Opver the life of the program, more than 2,000 civil

servants are expected to be trained.

In light of Bangladesh’s unpredictable political environ-
ment, BICF initiated a tactical stakeholder engagement
and advocacy program that targets opinion leaders in
order to enlist their support as champions for invest-
ment climate reforms. BICF also started a small grants
program to catalyze a community of researchers and
focus groups to gauge stakeholder perceptions on

investment climate issues.
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FIAS also launched a subnational Doing Business in India
study benchmarking critical areas of regulation such as
starting a business, dealing with licenses, registering
property, paying faxes, trading across borders, enforcing
contracts, and closing a business. In preparation for the
report, FIAS presented the project o local government
officials in the 16 target states with the aim of building
project ownership and engaging them in the reform pro-
cess. To raise awareness of the Doing Business indicafors
and promote sharing of best practices, FIAS delivered four
regional reform workshops attended by state government

officials.

In Nepal, FIAS parinered with the World Bank and IFC
Advisory Services to assess the investment climate, focus-
ing on analysis of the legal and regulatory regime for
SEZs, market benchmarking, development of a collateral
regisiry, and analysis of tax incentives. The recommen-
dafions will anchor the couniry’s investment reform and
promotion strategy to support domestic and international
investment now that conflict has ended.

FIAS and IFC Advisory Services supported the government
of Bhutan in conducting ongoing FDI review and began
exploring the scope of a comprehensive country program

on investment climate issues.

REGIONAL FOCUS I
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Stable macroeconomic performance and the end of much civil strife have heightened the interest of both

local and international investors in Africa. Political leaders are increasingly aware of the importance

of the investment climate and the value of the Doing Business rankings in measuring improvements

of imporfance fo investors. As a result, an increasing number of African countries are asking FIAS to

determine the specific country-level policy reforms necessary to improve their performance in Doing

Business, affract investment, and generate growth. In FYO8, FIAS worked in 35 African countries and

the continent confinued fo be the leading region of FIAS activity.

During the year, the Africa program focused its efforts in
four technical areas: i) implementing integrated, multi-
element investment climate reform programs; i) outlining
and implementing reform agendas using the technical
expertise of the Doing Business Reform Advisory team: iii)
stimulating reform momentum in conflictaffected countries
by establishing public-private dialogue; and, iv] opening

discussions with the OHADA secretariat to discuss the pos-

sibility of reform to the 16-country commercial legislation.

FIAS has been able to provide these services in the face
of surging demand through a hub-based, service-delivery
model that is based on a fully integrated partnership with

IFC Advisory Services. This model consists of technical
support based in Washington, a network of hub offices

in Johannesburg, Nairobi, and Dakar, and a number of
onthe-ground sfaff in several other African counfries. The
decentralized management structure allows FIAS and IFC
Advisory Services fo rapidly respond to client requests with
calibrated expertise in three forms: shortterm technical
input, medium-term work fo support policy reform, and
longterm, multiyear programming to address larger invest

ment climate issues.

While shortterm technical assistance projects remain @
significant portion of the work program in Africa, FIAS is
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increasingly working with more froubled states that require
more comprehensive reform of the investment climate in or-
der for policies to be effective and sustainable over fime.
In FYO8, the FIAS team in Africa focused on long-erm
projects that address the overall investment climate and
create reform momenfum (see box on liberia, p. 48).

In Burkina Faso, the Doing Business Reform Advisory and
IFC Advisory Services teams have been implementing @
successful multi-component investment climate program.

In FYO8, the government eliminated filing fees for the
registration of articles of association and minutes of found-
ing meetings, reduced the cost of construction licensing by
50 percent, cut the waiting fime for property registration
by 45 days, lowered the real property tax from 11 to @
percent, adopted a more flexible labor code, eliminated
a tax for contract enforcement, and reduced the corporate

income tax from 35 1o 30 percent.

Significant momentum for reform continued in Nigeria,
where FIAS, the World Bank, and DFID are collaborating

with the government fo foster investment and growth in

non-oil sectors of the economy. In FYO8, sfeering commit-

[

tees for local business climate reform in four Nigerian states
adopted FIAS" recommendations and developed action
plans supported by state government budgets. FIAS also
completed a subnational Doing Business in Nigeria report
comparing local business climates across the country (see
box, p. 23). In addifion, FIAS began a pilot program

fo implement a single tax identification number across a
number of states and completed a study benchmarking
investment taxes.

FIAS activities in FYO8 included programs in the conflict
affected states of the Democratic Republic of Congo,
Rwanda, and Sudan, and development of tourism
investment in Mozambique. In the Democratic Republic of
Congo, FIAS began work on an infegrated program en-
compassing Doing Business reforms, investment promotion,
tax incentives, and SEZs.

In Rwanda, FIAS helped the government design and
implement fastacting, measurable reforms that lower the
fime and cost of doing business for Rwandan firms. FIAS
is supporting government efforts fo streamline business
licensing and regulation, expand global trade, and

foster private sector investment (see box, p. 19). During
FY08, the Doing Business Reform Advisory team and IFC
Business Advisory Services supported successful Rwandan
reforms in four areas: starting a business, dealing with
licenses, registering property, and trading across borders.
The improvements fo registering property are the most dra-
matic: in January 2008, a presidential decree abolished
the & percent property registration fee af the Rwanda
Revenue Authority and replaced it with a flat rate of $37.
When Egypt instituted a similar reform in 2006, property
fransfers rose 40 percent in the following six months.

In Sudan, FIAS worked with the government to launch the
multizyear Administrative Barriers Reform Program, which
is stimulating reforms in business registration, property
rights, business licensing, tax, and customs administration.
Specific reforms in northern Sudan included the adoption
of longerm strategic plans by both the Tax Chamber and
the Cusfoms Authority, development of plans to streamline
and computerize the Tax Chamber, and completion of a
strategic plan for value-added tax. As a result, the govern-
ment successfully reduced the waiting period for imports
from 83 to 54 days and for exports from 59 to 7 days.
Paperwork for imports was cut from 13 to 7 documents,
and for exports from 12 to 7 documents. The government

REGIONAL FOCUS I
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also eliminated blanket tax holidays and established
standardized tax rates for agriculture, manufacturing, and

services.

In the region of Southern Sudan, FIAS helped build
local capacity fo support and implement reform. FIAS
assisted the Ministry of Llegal Affairs and Constitutional
Development in drafting fen bills to improve the business
climate, four of which have been enacted. The enacted
legislation creates a foundation for the registration of
businesses, especially small and micro enterprises, and
the establishment of an investment promotion agency for

Southern Sudan. FIAS also completed a three-year work

The Power of Investment Climate Reform in Liberia

The 2004 peace accords in Liberia closed an era marred
by 14 years of civil strife and decades of destabilization
and poor governance. While still considered a fragile state,
today Liberia enjoys peace, rehabilitation, and growth.
Economic growth, currently estimated at an annual rate of
10 percent, could rise to 15 percent in coming years driven
largely by the reopening of the forestry and mining sectors
as well as a pro-business government that has made private

sector revitalization a top priority in alleviating poverty.

In FY08, FIAS began supporting the government of
Liberia in its efforts to rebuild the private sector with

the launch of the Liberia Investment Climate Reform
Program, a demand-driven, multi-year program designed
to generate sustained momentum for business reform.
FIAS’ work has been coordinated among numerous
government ministries and departments, and with partners
including the World Bank, IFC, and the United Nations

Development Programme.

FIAS assistance in 2008 consisted of a rapid assessment
followed by implementation of comprehensive reforms.
FIAS helped the government streamline business start-up
procedures, reduce trade barriers through improved port
processes, train investment promotion officers, and develop

a transparent agricultural concession policy.

The impact of FIAS’ support has been most apparent at
the grass-roots level. Of the 21 improvements FIAS helped

program for investment promotion and assisted in the re-

launch of a business registry that resulted in the registration

of 1,600 companies by December 2007.

In Mozambique, FIAS is facilitating quality investment into
the fourism sector by assisting the government in legally
securing, packaging, and marketing locations fo the inter-
national investment community. In FYO8, FIAS supported
the government in organizing investor oufreach acfivities
that yielded 20 e-mail inquiries from developers, three
formal letters of interest from targeted primary developers,
and two sife visits from serious prospective invesfors [see

also p. 28).

Liberia initiate, those that have streamlined business start-
up, the issuance of construction permits, and trade logistics
have had the most visible results. The initial assessment
conducted by FIAS revealed that most businesses had tried
to formally register with the government, but had given up
in the face of confounding and contradictory regulations.
FIAS’ Africa and Doing Business Reform Advisory teams
assisted the government in developing standard forms

and procedures for business registration and building
construction. As a result, entrepreneurs no longer need to
pay lawyers to guide them through a bureaucratic maze,
and contractors spend 90 percent less time waiting for

the government to process the permits they need to break

ground for new homes and businesses.

The trade logistics program component achieved 11
improvements in FY08. The Ministry of Finance cut the
administrative charges from 3 to 1.5 percent for special
products, directly reducing the cost to trade. A number of
procedures for trade transactions were also streamlined,
resulting in the elimination of the Excise Tax Division and
the Bureau of Concessions, removal of the export clearance
requirement, and reduction of various security functions
and staff at the port gates. All these improvements reflect
reduced transaction costs for traders captured in less

documentation and time spent at government agencies.
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STAFF GROWTH AND LOCATION
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In response to steady growth in demand for its services, FIAS continued to shape its staff structure o

provide more financially efficient and technically effective service delivery. FIAS added staff in the

field, created a hub-based staffing configuration, and developed a secondment and sfaff exchange

program with donors.

As of June 30, 2008, the total number of FIAS staff was
102. This total includes 81 staff and 21 long-term consul-
fants. Of total staff, 72 percent were based at headquar-
fers. The number of field-based stoff rose from 24 in FYO7
fo 29 in FYO8. This follows a nearly threefold increase

in the number of staff based in the field since FYO6 and
reflects a period of adjusiment and redeployment as FIAS
continues fo decentralize its services [see fable, p. 51).

The hub-based staffing configuration that FIAS launched

in FYO? is a geographically decentralized global network
of offices designed to improve proximity to both clients
and donors. In contrast to FIAS" former service-delivery
model, which relied on a small number of field-based
staff to provide logistical support to fechnical staff flown

in from headquarters, the new model mainfains technical
experts in the field who provide services to clients located

in-country and across their regions. This allows FIAS to
provide rapid response services fo clients by minimizing
administrative and fravel time and expense.

The Austrian Ministry of Finance's long-term commitment to
private sector development in Eastern Europe and Central
Asia helped FIAS fo further implement its hub concept in
Vienna, Austria, where the office has focused on attracting
invesiment into the Western Balkans since 2004, FIAS'
Invest in the Western Balkans program, launched as the
European Investor Outreach Program under MIGA, was
part of MIGA's fechnical assistance unit infegrated into
FIAS in FYOZ. FIAS expanded its presence in Vienna in
FYO8 to fully leverage the opportunity presented by the
Austrian government's support. The Vienna office has
added programmatic staff and broadened its geographic
focus to include the entire region. FIAS filled one senior
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STAFFING AT HEADQUARTERS AND IN THE FIELD

STAFF BY GRADE 30-JUN-05 30-JUN-06 30-JUN-07 4 30-JUN-088
Administrative Support Staff 10 9 15 15
Operational and KM Staff 31 34 57 82
Management 2 4 5 5
Total Staff 43 47 77 102
Staff in Washington, DC [Headquarters) 34 79% | 38 81% | 53 69% 73 72%
Staff in Field 9 21% Q 19% 24 31% 29 28%
Total Staff 43 77 102
Regular/Term IFC Staff 26 60% 23 49% 27 35% 43 42%
Regular/Term IBRD Staff 12 28% 15 30% 33 43% 38 37%
Extended Term Consultants (IBRD) 5 12% | 40 21% 17 22% 21 21%
Total Staff 43 47 77 102
A Includes MIGA technical assistance staff.
B Does not include new Manager, Strategy and Analysis; appointment effechveju\\/ 1, 2008
C Does not include FIAS General Manager, who is also IFC Director.
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position during the year and began recruiting two ad-
ditional staff members.

FIAS" decentralized staffing structure complements its
active and growing secondment and sfaff exchange
program with donors. Staff exchanges and secondments
are effective ways for FIAS fo collaborate with its donors,
adding in-house fechnical expertise and delivery capacity
and bringing the unique experiences of donors to ifs op-
erations. In return, donors have the opportunity to become

directly involved in implementation of the projects they

fund and fo participate in the development, refinement,
and delivery of FIAS programs. In FYO8, FIAS hosted six
staff from a wide range of donors, including the Swiss
State Secrefariat for Economic Affairs, the French Agency
for Development, the Austrian Development Agency, the
Swiss Agency for Cooperation and Development, the
Austrian Ministry of Finance, and Deutsche Gesellschaft fir
Technische Zusammenarbeit. FIAS also had one outward
secondment working with AFD.
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David Bridgman

Thomas Davenport

Russell Muir

Cecilia Sager

Pierre Guislain
General Manager, FIAS
Director, Investment
Climate Department,
World Bank Group

Thomas Davenport
Senior Manager,
Regulatory
Simplification

MANAGEMENT TEAM

Marialisa Motta

Cecilia Sager
Manager,
Investment Generation

Marialisa Motta
Manager,
Doing Business Reform

Cecile Fruman*
Manager,
Strategy and Analysis

Cecile Fruman

*

David Bridgman*
Manager,
Africa Program

Russell Muir
Manager,
East Asia and the

Pacific Program

* Effective July 1, 2008.

** Effective October 1, 2008.

FIAS ORGANIZATION CHART — July 2008

FIAS GENERAL MANAGER

Pierre Guislain

Regional Business Enabling
Environment (BEE) Managers

—

Trade Logistics

Tax Simplification

Secured Lending

Bangladesh Investment
Climate Fund®

Access to Land 2

Communications

IFC BEE Network
Support

FIAS Regional Coordinators’ Finance and Administration |
| | | | | |
Regulatory Simplification | | Investment Generation Doing Business Reform Strategy & Analysis Africa FIAS EAP“ FIAS
Tom Davenport Cecilia Sager Marialisa Motta Cecile Fruman David Bridgman Russell Muir
I I
—‘ Business Entry ? — Investment Policy — Doing Business ] Knowledge IFC Africa BEE IFC EAP BEE
& Promotion Reform Advisory Management
— Regulat
Geogvue?nzz:e& — Industry — Subnational 1 Monitoring &
Licensing Competitiveness Doing Business Evaluation

1 FIAS regional programs are closely
integrated with IFC's regional
Advisory Services.

2 FIAS product line as of July 1, 2008.

3 Jointly managed by FIAS and IFC
South Asia.

4 East Asia and the Pacific.
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THE FIAS TEAM BY PRACITIE ENAEENES

GENERAL MANAGER’S OFFICE

Pierre Guislain (General Manager)

REGULATORY SIMPLIFICATION

Thomas Davenport (Senior Manager)

INVESTMENT GENERATION
Cecilia Sager (Manager)

Ruth Kariuki

Donor Relations

Beat Heggli

Finance and Administration

Sharon Sullivan (Sr. Finance Officer)

Socorro Cruz-Abalos
Marita Liebegut
Loretta Matthews
Cecilia Najera
Griselda Santos

Igor Tutnjevic

DOING BUSINESS REFORM
Marialisa Motta (Manager)

Fernanda Almeida
Diego BorreroMagana

Mierta Capaul
[Product leader,
Subnational Doing Business)

Claudia Contreras-Arias
Penelope Fidas

Manuel Garcia-Huitron
lva Hamel

Zenaida Hernandez-Uriz
Melissa Johns

Jana Malinska

Alice Ouedraogo
Madalina Papahagi
Aldo Sanchez-Ortega

Stefka Slavova

*

and therefore are not included in this list.

Staff working on the BICF project in Bangladesh are
classified as staff of the IFC South Asia department,

Alejandro Alvarez de la Campa
[Product leader, Secured lending,
effective September 3, 2008)

Laurent Corthay

Alberto Criscuolo

Natalia Cubillos

Zai Fanai

Lars Grava

Ankur Huria

Sebastian James

Sladjana Karavdic Kocevic

Peter Ladegaard
[Product leader, Business Licensing
& Regulatory Governance)

Jan Loeprick
Naleniedevi Maganbeharie
Nora Mangalindan
Katerina Milanovic
Rina Oberai
Tatyana Ponomareva
Aminur Rahman
Stephen Rimmer
Delia Rodrigo

Tarik Sahovic
Carlofta Saporito

Sevi Simavi
[Product Lleader, Secured lending,
until September 3, 2008)

Goran Stefatic

Richard Stern
[Product leader, Tax Simplification)

Uma Subramanian
[Product leader, Trade logistics)

Xiaolun Sun
Snezana Trubaijic

Evereft VWohlers

Gokhan Akinci
[Product Leader, Indusiry
Competitiveness)

Betty Asiko
Joseph Battat

Dermot Coffey
(Program Manager, IVVB)

Wim Douw
Xavier Fomeris
Maja Gedosev
Kusisami Homberger
Harald Jedlicka
Biliana Joncic

Igor Kecman
Etienne Kechichian
Dusan Kovacevic
Robert Krech

Peter Kusek
Natalie Larionov
Sumit Manchanda
Karin Millett

[Program Head, Investment
Generation, Vienna Office)

Margit Mischkulnig
Maiko Miyake
Celia Ortega

Xioofcmg Shen (Product Lleader,
Access to land)

Damien Shiels
Gunther Schonleitner
Connor Spreng
Robert Whyte

(Product leader, Investment
Policy & Promotion)

Lionel Yondo
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EAST ASIA AND THE PACIFIC

Russell Muir [Manager)
Josephine Bassinette
Sonali Bishop

Ivan Nimac

Geoffrey Walion

SUB-SAHARAN AFRICA

David Bridgman (Manager,
effective October 1, 2008)

Jacqueline Coolidge
Paramita Dasgupta
Wilama Bako Freeman
Julien Haarman
Osongo lenga

Julien Levis

Catherine Masinde
Nana Yaa Ofori-Atta
Adama Sow

Fred Zake
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REGIONAL PROGRAM
COORDINATORS

Igor Arfemiev (former Soviet Union)
Matilde Bordon (South Asia)
Margo Thomas (South East Europe)

Alvaro Quijandria (Latin America and
the Caribbean)

Frank Sader (Middle East and North
Africa)

FIAS STRATEGY AND ANALYSIS

Cecile Fruman (Manager,
effective July 1, 2008)

Ayse Boybeyi
Vanessa Co
Nathalie David

Eduardo Hernandez
(Team leader, M&E)

Bartol Lefica
Anija Robakowski

John Wille (Team leader,
Knowledge Management)
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BGOSR E S WINES

FIAS complies with IFC standard accounting policies and

I FIAS' financial report is in

procedures, as noted below.'
line with cash-based reporting to align with IFC’s Donor

Funded Operations' quarterly financial reports.

FUNDING

In FYO8, FIAS received $36.4 million in fotal receipts.
World Bank Group core contributions accounted for
$14.0 million. Core and programmatic contributions from
other donors fotaled $12.9 million. Projectspecific contri-
butions totaled $9.5 million, including $3.8 million in IFC
Business Enabling Environment Business Line funding.

Within the World Bank Group, FIAS received $4 million
from IFC, $4 million from MIGA, and $2 million from the
World Bank as core contributions. In addition, IFC made
available a $4 million cash advance against its planned
FYOQ contribution o help FIAS meet a cashflow shortage
due fo delayed donor disbursements. IFC also provided

11 Annual contributions from IFC, MIGA, and the World Bank are treated in the
same manner as core donor funds and co-mingled with other donor funds,
where the terms and conditions allow. As of June 30, FIAS maintained an
outstanding inferim budget of $1 million to be fully repaid to IBRD in July
2008. Contributions from the IFC BEE Business Line envelope are treated as
an additional source of projectspecific funding.

project-specific contributions totaling $3.8 million from the
Business Enabling Environment Business line (see Table 1).

FYO8 core donors to FIAS included Australia, Austria,
lceland, Ireland, Luxembourg, the Netherlands, New
Zealand, Norway, Sweden, and Switzerland. Other
programmatic funding was provided by Austria, Ireland,
ltaly, the Netherlands, Norway, Sweden, Switzerland, the
United Kingdom, and the United States. Projectspecific

and client cofinancing was received in FYO8 from Austria,

Croatia, the European Union, the Russian Federation,
the United Kingdom, the United Nations Environment
Programme, and the United States (see Tables 1 and 2).
Awustria, France, and Switzerland also contributed to FIAS
through longterm staff secondments (not shown in the
financial tables).

EXPENDITURES

FIAS expenditures in FYO8 reached $27.7 million, a

24 percent increase over the combined FIAS and MIGA
technical assistance expenditures in FYO7 ($22.3 million).
Staff and consultant costs represented 70 percent of fofal
expenditures during FYO8. A higher level of consultant
costs was due fo the onetime expense associated with the
on-boarding of new staff (see Table 3).
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TABLE 1: SOURCES AND USES OF FUNDS A IN US$ THOUSANDS

SOURCES OF FUNDS
WORLD BANK GROUP CORE CONTRIBUTIONS

IFCP 1,903.0 | 1,960.0 | 2,019.0| 2,079.6| 3,000.0| 3,000.0 | 3,257.1 | 3,257.1 8,000.0
IBRD 953.0| 1,040.0| 1,072.0| 1,104.2| 1,103.3 | 1,103.3 | 1,203.3 | 1,203.3 | 2,000.0
MIGA = = = = = = — | 4,008.0| 4,000.0
Subtotal World Bank Group Core Contributions 2,856.0 | 3,000.0| 3,091.0| 3,183.8| 4,103.3 | 4,103.3 4,460.4 | 8,468.4 | 14,000.0
WORLD BANK GROUP PROJECT-SPECIFIC CONTRIBUTIONS
IFC BEE Business line — - - - - - - - 3,800.0
Subtotal World Bank Group Contributions 2,856.0 | 3,000.0 | 3,091.0| 3,183.8| 4,103.3 | 4,103.3 | 4,460.4 | 8,468.4 | 17,800.0
CORE DONOR CONTRIBUTIONS
Australia — — — — — — — — 800.4
Austria — — — — — — — — 367.7
Canada 195.8 — — — 910.8 510.4 1,044.3 1,044.3 —
France — — — — — — 1,334.0 1,334.0 —
Iceland — — — — — — — — 45.0
Ireland 50.0 50.0 129.8 155.5 157.6 118.7 165.9 165.9 734.7
ltaly = 266.5 = = = = = = =
Luxembourg 270.9 — — 500.2 — — 257.2 257.2 272.5
Netherlands 190.9 264.8 276.0 380.8 380.5 488.2 508.9 508.9 559.0
New Zealand — — — — — — — — 399.4
Norway — — 250.0 250.0 250.0 375.0 225.0 225.0 475.0
Spain 150.0 = = = = = = = =
Sweden 187.5 390.8 = 272.6 700.0 628.5 = = 405.8
Switzerland 250.0 = 500.0 = 500.0 500.0 375.0 375.0 250.0
United Kingdom 165.6 166.0 182.9 210.4 225.2 637.7 349.2 349.2 =
Subtotal Core Donor Contributions 1,460.7 1,138.1 1,338.7 1,769.5 | 3,124.1 3,258.5 4,259.5 | 4,259.5 4,309.5
PROGRAMMATIC DONOR CONTRIBUTIONS
Australia (EAPRO) £ 132.0 337.9 358.6 430.7 Q14.9 1,397.2 117.8 117.8 —
Austria (Investment Generation) — — — — — — — — 2,571.1
Canada (Africa) — — — — — 340.3 696.2 696.2 —
Netherlands (Secured Landing) — — — — — — — — 503.1
New Zealand (EAPRO) ¢ 89.8 127.9 136.2 164.3 216.5 209.7 520.8 520.8 —
Norway (Trade) — — — — — — — — 300.0
Ireland (Africa) — — — — — 118.7 165.9 165.9 734.7
ltaly (Africa) — — — — — — — — 507.5
Sweden (Africa) = = = = 340.3 300.0 352.8 352.8 628.0
Switzerland (Africa) 236.3 53.9 35.0 99.6 = 240.0 240.0 240.0 =
Switzerland (Balkans) 90.8 79.4 129.4 75.6 = 160.0 160.0 160.0 819.9
United Kingdom (Balkans) — — — — — — — — 4971
United Kingdom (Tax) — — — — — — — — 1,426.3
United States (Doing Business) — — — — — — — — 632.1
Subtotal Programmatic Donor Contributions 548.9 599.1 659.2 770.2 | 1,471.7 | 2,7659 | 2,253.5| 2,253.5 8,619.8
DONOR CONTRIBUTIONS (PROJECT-SPECIFIC) f 1,245.1 1,703.4 1,712.0 1,742.0 | 3,124.0 | 5,565.0 2,969.8 | 3,189.9 5,525.4
TOTAL Donor Contributions 3,254.7 | 3,440.6 | 3,709.9 | 4,281.7 | 7,719.8 | 11,589.4 9,482.8 | 9,702.9 | 18,454.7
TOTAL World Bank Group and Donor Confributions | 6,110.7 | 6,440.6 | 6,800.9 | 7,465.5 | 11,823.1 | 15,692.7 | 13,943.2 | 18,171.3 | 36,254.7

e 6600 | 5370 | 4767| 3044| 2851 1300| 3732 4302| 12838

|
TOTAL Receipts | 67707 | 6977.6| 7,277.6| 7.769.9|12,108.2 | 15,822.7 | 14,316.4 | 18,601.5 | 36,383.5
|

TOTAL Available Funds 11,776.1 | 12,6233 | 13,586.4 | 13,848.1 | 17,266.2 | 20,386.2 | 20,964.7 | 23,106.8 | 39,414.7
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TABLE 1: (CONTINUED)
SOURCES AND USES OF FUNDS “ IN US$ THOUSANDS

2001 2002 2003 2004 2005 2006 20078 2007 ¢ 2008

USES OF FUNDS
STAFF COSTS

Staff 2,889.8 | 3267.2| 35263 | 45350| 59042 63929| 72720| 99550| 9.961.0

Consultants and Temporaries 1,343.6 | 1,304.3 1,531.6 | 1,485.6 3,187.5 3,707.9 4,173.8 5,528.5 9,322.0
TOTAL STAFF COSTS 42334 | 45715 50579| 60206 | 90917 | 10,1008 | 11,4458 | 154835 | 19,283.0
Travel 1,097.4 | 8741 | 1,439.7 | 16983 | 24335 24341 | 33141 | 43087 | 6217.0
INDIRECT COSTS

Office Occupancy 1704 1767 2320] 2881 4150 347.0 322.3 560.3 683.3

Office Equipment 98.2 28.3 12.3 537 82.5 16.8 25.3 33.2 116.0

Other Operating Costs 1067 | 1375 1697|1985 33.6 322.7 508.2 789.0 213.8

Other Cosfs 4244 | 5264| 5957| 4308 646.4 5165 8437 | 1,083 12074
TOTAL INDIRECT COSTS 7997 |  8689| 1,0106| 9711 1,177.5| 1,203.0| 1,699.5| 2,4908| 22205
TOTAL USES OF FUNDS \ 6,130.5 \ 6,314.5 \ 7,508.2 \ 8,690.0‘ 12,70247\ 13,737.9\ ]6,459.4‘ 22,283.0‘ 27,7205
ENDING BALANCE® | 56457 63088 6,078.2| 5158.1 | 4563.5| 66483 8238 3,031.3| 152624

A FIAS" Annual Report is prepared as a reporting tool for FIAS donors and management, utilizing management accounting principles.
B Excludes MIGA technical assistance, which was fully integrated with FIAS on July 1, 2007.

C FYO7 with MIGA technical assistance included.

D Includes IFC's BEE Business Line FYO? confribution disbursed in March FYO8.

E EAPRO is the East Asia Pacific Regional Office formed in Sydney and funded by Australia and New Zealand. In FYOS8, Australia and New Zealand desig-
nated their contributions to FIAS as core funding.

F Includes IFC’s contribution for FIAS managed BEE BL projects. For additional detfail, see Table 2.
G FYO7 and FYO8 ending balances were restated fo reflect funds under audit and transfer of funds from MIGA technical assistance.
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TABLE 2: PROJECT-SPECIFIC DONOR AND CLIENT CONTRIBUTIONS
IN US$ THOUSANDS

PROJECT DONORA AMOUNT
WORLD BANK GROUP CONTRIBUTIONS (IFC BEE Business Line)
Subnational Doing Business Egypt IFC BEE BL 58.4
Subnational Doing Business IFC BEE BL 235.0
Tax Simplification Product Design IFC BEE BL 350.0
Yemen Tax Simplification Rollout IFC BEE BL 350.0
Licensing Knowledge Management IFC BEE BL 125.0
Knowledge Management Trade Logistics Advisory Services IFC BEE BL 200.0
Subnational Doing Business Global IFC BEE BL 75.0
Liberia Trade Logistics IFC BEE BL 100.0
Doing Business Reform Advisory IFC BEE BL 500.0
FDI Indicator IFC BEE BL 144.0
Business licensing Madagascar IFC BEE BL 125.0
Sierra Leone Tax Rollout IFC BEE BL 100.0
Investment Policy and Promotion Product Development and Knowledge Management IFC BEE BL 80.0
SEZ Project Development and Knowledge Management IFC BEE BL 200.0
Subnational Doing Business India IFC BEE BL 100.0
Rwanda — Investment Climate Reform Project IFC BEE BL 220.0
SEZ legal Framework in Democratic Republic of Congo IFC BEE BL 200.0
OHADA Africa Business Law Harmonisation IFC BEE BL 375.0
Clobal Tourism IFC BEE BL 65.0
liberia SEZ IFC BEE BL 200.0
Subtotal World Bank Group Contributions 3,802.4
DONOR CONTRIBUTIONS
Administrative Barriers Lebanon USTDA 50.0
Senegal Accelerated Growth Strategy USAID 100.0
Corporate Social Responsibility in China's Information Technology Industry UNEP 52.5
Competition Commission in India United Kingdom 224.7
Serbia Investment Promotion Program EU EAR 1,332.4
Invest in Western Balkans Program EC 790.6
Administrative Barriers Il in Africa (Sierra Leone) United Kingdom 2,072.9
Subtotal Donor Contributions 5,523.1
CLIENT CONTRIBUTIONS
Regulatory Governance Croatia 85.5
Tatarstan Business Environment Russian Federation 43.3
Subtotal Client Contributions 128.8
TOTAL FYO8 PROJECT-SPECIFIC DONOR AND CLENT CONTRIBUTIONS 9,454.3

A BEE BL - Business Enabling Environment Business Line; USTDA — United States Trade and Development Agency;
UNEP — United Nations Environment Programme; EU EAR — European Agency for Reconstruction.
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TABLE 3: FYO8 BUDGET RESULTS
IN US$ THOUSANDS

FYO8 BUDGET FYO8 ACTUALS | FYO8 EXPENSES AS % OF BUDGET
Staff Costs 11,010 9,961 Q0%
Travel 6,000 6,217 104%
Consultants 7,510 9,322 124%
Overhead and Indirects 2,480 2,221 Q0%
TOTAL FIAS 27,000 27,721 103%

TABLE 4: EXPENDITURES BY TAAS* ACTIVITY CATEGORY

PERCENT

JULY - JUNE | JULY - JUNE PERCENT BUDGET PERCENT

ACTUAL ACTUAL BUDGET | FYO8 BUDGET | REMAINING | BUDGET BURN

Project Related Expenditures 20,670,730 75% | 20,100,000 74% (570,730) 103%
New Business Development,/Project Development 3,225,236 12 3,500,000 11 (225,2306) Q2
a) General Q67,526 3 1,500,000 532,473 65
b) Early Review—Project Preparation 2,257,710 8 2,000,000 (257,710) 113
Product Development 752,522 3 100,000 652,522) 753
Project Implementation and Supervision 15,362,869 55 16,000,000 59 637,131 Q9
a) Advisory Projects 14,992,099 54 13,000,000 48 (1,992,099) 120
b) Knowledge Management Projects 370,770 1 3,000,000 11 2,629,230 12
Program Management and Support 986,791 4 500,000 2 (486,791) 197
Monitoring and Evaluation 343,312 1 500,000 2 156,688 69

Non-Project Related Expenditures 7,049,783 25% 6,900,000 26% (149,783) 102%
Knowledge Sharing and Staff Development 745,233 3 250,000 1 (495,233) 208
Fund-Raising and Donor Relations 187,107 1 200,000 1 12,893 Q4
Public Relations 134,737 0 275,000 1 140,263 49
General and Administration 5,082,706 22 6,175,000 23 192,294 Q7
a) Overhead 1,374,429 5 1,475,000 6 100,572 93
b) Non-Overhead Related G&A Expenditures 4,608,277 17 4,700,000 17 91,723 98

TOTAL STANDARD TAAS ACTIVITY EXPENDITURES 27,720,513 100% | 27,000,000 100% [720,513) 103%

* TAAS abbreviates Technical Assistance Advisory Services.
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APPENDIX I: ADVISORY AND KNOWLEDGE
MANAGEMENT PROJECTS COMPLETED IN FYOS8

62

Due fo changes in FIAS' performance monitoring system, projects denoted with * were reported as closed in the FIAS FYO7 Annual Report.

Many of the projects listed as closed were sfartup phases for work which confinued in FYO8. FIAS' transition to larger, multiyear projects with

a significantly longer life-span has led o a shorter list of closed projects in FYOS8.

COUNTRY PROJECT NAME RESULTS TOTAL FUNDING

Africa ICF/NEPAD Baseline FIAS provided support in implementing a baseline review of existing investment 80,155
Region Review of Investment climate indicators and developed a comprehensive invesiment climate database
Climate Indicators of for the Investment Climate Facility for Africa (ICF).
African Countries*
Cambedia | Cambodia Tourism: A FIAS reviewed the strengths and weaknesses of the Cambodian tourism sector, 260,000
Value and Supply Chain | identified the key constraints to the sector's further development, and provided
Study* concrefe recommendations to address the problems.
China Tourism Development in FIAS helped identify the policy and regulatory constraints that impede sustain- 248,500
Sichuan: A Value Chain able tourism development in Sichuan and offered practical recommendations for
Approach improvements. The project built the capacity of local partners and the consensus
needed for longterm reform implementation through interactive solution design.
China Sichuan Value Chain This project was the first in a series of value chain analyses to assist the govern- 1,111,700
Analysis (China PDF/ ment of Sichuan in identifying the opportunities and challenges in development of
FIAS/SME Dept. joint strategic sectors such as agribusiness, electronics manufacturing, and ecofourism.
project)
China Access to Business Credit | FIAS worked fo expand access to business credit and encourage private sector 1,111,700
— Secured Transactions growth by supporting the development of China's new secured transactions
law and institutions. The project raised awareness of best practices in secured
transactions, provided legislative drafting support for secured transactions laws,
and supported the development of a pilot registry for security inferests in accounts
receivable.
Costa Rica The Role and Importance | FIAS assisted Costa Rica's Commission for Promotion of Competition in the 470,000
of Competition Policy in implementation of competition policy in order to foster a marketfriendly investment
Promoting Investment, climate and reduce restrictive business practices.
Growth, Competitiveness
Guatemala, | Cenfral America: Tourism | FIAS helped officials from Guatemala, Honduras, Nicaragua, El Salvador, and 57,500
Honduras, Promotion Regional Panama develop fourism project porfolios fo be presented fo prospective investors
Nicaragua, | Investor Oufreach af the 2008 Central America Tourism and Hotel Investment Exchange.
El Salvador,
and Panama
Honduras Honduras Technical FIAS conducted investment promotion campaigns to generate FDI in the light manu- 45,550
Assistance Program facturing and tourism sectors, provided oversight for an image-building campaign
promoting Honduras as an investment destination, and helped design a program
linking Honduran SMEs to foreign investors.
Indonesia Linkages Mining FIAS and IFC Advisory Services analyzed linkages between the mining sector and 70,000
the local economy in Indonesia's Aceh region, focusing specifically on opportuni-
fies and impediments to growth.
Indonesia Aceh Investment Law FIAS assisted the government in draffing a regional investment policy statement and 46,773
conducted preliminary work outlining a regional investment law.
Indonesia Aceh Investment Promotion | FIAS, IFC Advisory Services, and MIGA built the capacity of Indonesia's 137,000
Nanggrée Aceh Darussalom province to affract and retain investors by providing
technical assistance for the design and establishment of an Investment Outreach
Office.
Jordan Labor and Corporate FIAS designed a transparent, market-oriented, public-private monitoring and report- 140,000
Social Responsibility ing system for the apparel industry.
for Qualified Industrial
Zones™
Namibia Reform of Investment FIAS worked fo increase foreign and domestic investment rates by improving the 255,500

Incentives and Legislation
in Namibia*

system of investment incentives, investment promotion, and related investment
legislation.
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COUNITRY

PROJECT NAME

RESULTS TOTAL FUNDING

Niger Niger Doing Business FIAS assisted the government of Niger in easing regulations for registering a busi- 662,656
Indicator Solution Design, | ness, provided technical assistance fo the National Private Investors Council on
Administrafive Barriers how it can improve invesiment, and assessed the impact of the current tax regime
and Marginal Effective on the private secfor.
Tax Rate Assessment™
Papua New | Informal Sector Review FIAS assisted the government of Papua New Guinea in starting 1o formalize 246,000
Guinea its economy by identifying drivers of informality and barriers to business formal
registration.
Peru Removing Administrative | FIAS identified and prioritized major barriers fo private sector investment af the 132,201
Barriers to Investment in subnational level in five regions of Peru.
the Regions of Peru
Russian Pilot Intermediaries’ Survey | FIAS identified administrative barriers impeding specialized business intermediaries 314,000
Federation in Russia* in supplying services to Russian businesses.
Senegal Governance for Senegal | FIAS supported the government of Senegal in addressing institutional dimensions 100,000
Accelerated Growth key to successfully implementing the country's Accelerated Growth Strategy.
Strategy
Senegal Technical Arrangements This project complemented FIAS' other work in supporfing the government of 100,000
for Senegal Accelerated | Senegal in addressing insfitutional dimensions key to successfully implementing the
Growth Strategy Accelerated Growth Strafegy.
South Africa | Impact of Competition FIAS developed general and sectorspecific reports on the implementation, impact, 259,700
Law-Policy on South and potential for strengthening competition policy.
Africa's Investment
Climate and Investment
Vietnam Foreign Investment FIAS provided assistance to Vieinam'’s Foreign Investment Agency in developing a 150,000
Agency Strategic Planning | medium-erm sfrategic plan.
World Knowledge Management | Staff contributed text fo "Africa’s Silk Road," the Africa-Asia Trade and Invesiment 520,000
Region — FDI Policy flagship report. Topics covered by FIAS staff in the report included FDI trends in
Sub-Saharan Africa, China's frade and investment policies and practices in Africa,
FDI and incentives, lessons from Export Processing Zones, the impact of investment
climate on FDI flows, Asia-Africa bilateral investment treaties, trade facilitation,
and South-South FDI and corporate social responsibility. FIAS also produced an
annotated bibliography on South-South FDI and conducted a survey of China-
based outward investors. In addition, this project conceptualized and designed
the “Attracting FDI" indicator, which was transitioned info a standalone project
currently operating in 20 counfries.
World Knowledge Management | FIAS collaborated with World Bank partners DFID and GTZ fo create a best- 100,000
Region — Post Conflict practice toolkit for engagement in post-conflict countries for the purpose of private
sector reform. FIAS also collaborated with GTZ to write a practitioner's nofe on
how to conduct conflictsensitive private sector reform in conflictaffected countries.
This note complements  the FIASUSAID Handbook on Investment Climate Reform in
ConflictAffected Countfries.
Waorld World Database of Active | FIAS staff developed a report on how to identify and collect reliable stafistics on 50,000
Region Companies active companies in developing and transition economies.
Waorld Clobal Investment Law FIAS complefed research on basic policy and legislation on private invesiment with 432,000
Region and Policy Research and | a special focus on FDI for the client governments of the Republic of Yemen, Libya,
Advisory project (GILPRA) | Burundi, and Indonesia’s Aceh province. The project consolidated lessons learned
and best practices in invesiment legislation, which enabled FIAS to provide rapid
response advice on FDI laws and policies.
Yemen, Yemen Investment Climate | FIAS took initial steps to establish a tax policy and tax administration program with 138,819
Republic of | (Tax Review)* the government.
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APPENDIX 2: REFORMS SUPPORTED
BY FIAS IN FYOS8

The following tables summarize the reforms supported by FIAS in FYO8 across the various product categories. They are sum-
marized by type of reform implemented, including a brief description of the reform measure. See Monitoring and Evaluation
section (p. 31) for a description of the methodology employed to classify reforms.

ACCESS TO FINANCE

COUNTRY REFORMS

Azerbaijan Improving the efficiency in accessing credit - The National Bank of Azerbaijan eliminated the minimum loan threshold fo report
loans to the public credit registry in September 2007 The public regisiry now records information on all loans extended by the
financial system, which has more than doubled the coverage of borrowers with a credit history.

Belarus Improving the efficiency in accessing credit - The public credit registry eliminated the minimum loan requirement to report credits
fo the registry’s database in May 2008. The registry now captures information on all credits extended by the financial system,
more than doubling the quantity of borrowers with a credit history.

Implementation of enacted new/revised legislation - New regulations in Belarus guarantee the right of borrowers to inspect the
data sfored in the credit regisiry. Borrowers can now verify the accuracy of their credit information, improving the quality of the
information distributed by the credit registry.

China Enactment of new/revised secured lending legislation - A new regulation governing the establishment and operation of the
receivables registry was enacted.

New/reorganized collateral registry becomes operational - A receivables registry became fully operational in October 2008.

Liberia Improving the efficiency in accessing credit - Liberia improved its public credit regisiry in the Central Bank of Liberia. The registry
provides banks with credit information on potential borrowers and helps banks improve their risk management tools.

Nepal Implementation of enacted new/revised legislation - The government of Nepal agreed on an implementation plan 1o establish a
registry by mid-2009.

Vietnam Implementation of enacted new/revised legislation - The new Decree on Secured Transactions fook effect and began

implementation.

BUSINESS LICENSING AND REGULATORY GOVERNANCE

COUNITRY REFORMS

Bangladesh Reduction in time - The Environment Conservation Rule was amended to reduce the time necessary fo obtain a location Clearance
Cerificate and an Environmental Clearance Certificate. A number of steps were eliminated from the Bonded VWarehouse Licensing
process and sfandardized forms were infroduced. The Capital Machinery Import Clearance system was simplified.

Croatia Reduction in number of procedures - The Croatian government continued with the implementation of the regulatory simplification
initiative. Since September 2007, 321 recommendations for elimination or simplification have been implemented (201 for elimina-
tion and 120 for simplification).

Kenya Reduction in number of procedures - In this reform, 205 business licenses were eliminated and 371 were simplified. This
included the elimination and simplification of 23 licenses among the 26 considered most important by the private sector.

Simplification/reduction in number of procedures - Kenya launched an electronic registry.

Madagascar | New/revised law/regulation enacted - The revised invesiment law stipulates that all permits, agreements, and licenses delivered
by the Economic Development Board of Madagascar should be delivered within 20 days.

Netherlands | New/revised law/regulation enacted - Nearly all recommendations from the FIAS Doing Business 2007 review of the Dutch
Administrative Burden Reductfion Program were incorporated in the Coalition Agreement of the Balkenende IV government.
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BUSINESS TAXATION

COUNITRY

Antigua and Reduction in tax rate and/or widening of tax base - The corporate income tax rate was reduced from 30 1o 25 percent as of

Barbuda January 1, 2008.

Azerbaijan Implementation of best-practice tax enforcement procedures/practices - An online tax filing and payment system was intro-
duced with advanced accounting software systems. Computer sfations were provided for users without computer facilifies.

Belarus Reduction in tax rate and/or widening of tax base - The 3 percent Chernobyl tax and the 1 percent, employer-paid unemploy-

ment tax were abolished.

Implementation of an SME tax regime - The simplified tax system for small businesses was amended.

Burkina Faso

Reduction in tax rate and/or widening of tax base - The corporate income tax rate was reduced from 35 to 30 percent and
the tax on dividends was reduced from 15 to 12.5 percent.

Colombia Implementation of best-practice tax enforcement procedures/practices - Electronic forms for tax payments were integrated and
unified. Electronic payment is now mandatory for companies with more than 30 employees.

Mozambique | Implementation of an SME tax regime - A new Corporate Income Tax Code was introduced that included a simplified scheme
for companies with annual revenues of up 1o $103,000 in the previous year. A new Value Added Tax Act took effect in January
2008. lis new simplified regime applies to companies with revenues between $30,000 and $103,000.
Implementation of best-practice tax enforcement procedures/practices - Electronic tax forms were introduced for social security
taxes and have reduced processing time per form by 12 hours.

Madagascar Reduction in tax rate and/or widening of tax base - The corporate income tax rate was reduced to 25 percent.

Reduction in number of taxes - The number of taxes was reduced from 28 to 14.

Implementation/improvement of taxpayer education system - Taxpayer outreach and fraining cenfers were opened in
Antananarivo and Antsirabe.

Sierra Leone

Implementation of best-practice tax enforcement procedures/practices - Coordination between tax policy unit and tax authori-
ties was improved.

Implementation/improvement of taxpayer education system - Tax authorities rolled out taxpayer workshops.

South Africa

Reduction in tax rate and/or widening of tax base - The corporate income tax rate was reduced to 29 percent.

Reduction in tax rate and/or widening of tax base - Secondary tax on companies was reduced to 10 percent.

Reduction in tax rate and/or widening of tax base - Transfer duty thresholds were increased.

Reduction in the number of taxes - The use of stamp duties on banking debt entries was abolished.

Implementation of an SME tax regime - Small businesses were made exempt from tax on first $4,300 in revenue.
Implementation of an SME tax regime - The depreciation rate for non-manufactured assets of small business was accelerated.

Implementation of an SME tax regime - The number of value-added tax returns for small business was reduced and these are
now administered quarterly.

Improvement in the time required to file taxes - Compliance costs were reduced due fo Tax Administration Inifiafives.
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DEALING WITH CONSTRUCTION PERMITS

COUNITRY REFORMS

Armenia Reduction in fees - The requirement for all construction permits of mandatory contributions fo the mayor's charitable fund was
abolished.

Burkina Faso | Reduction in time - The government eliminated random inspections during construction. It also infroduced a new one-stop shop for
building permits, which reduced approval fees and combined five separate payments info one. The reforms cut 17 procedures, 12
days, and $933 from the process of obtaining a consfruction permit.

Colombia Reduction in number of procedures/Reduction in time - The silence-is-consent principle became fully operational, reducing the
fotal time fo deal with building permits by 32 days. A new unified application form for building permits cut one procedure.

Kyrgyz One-stop shop created - A one-stop shop for consfruction permits was created.

Republic

Liberia Reduction in number of procedures/Reduction in fees - The government reduced the time required fo obtain a building permit by
59 days by introducing a 30-day statutory time limit and eliminating the requirement for the Minister of Public Works’ signature on
small- to medium-sized construction projects. Liberia also cut building permit fees by 50 percent.

Mauritania New/revised law/regulation enacted - The government infroduced the country's first building code. The new code simplified the
requirements for small construction projects and laid the groundwork for a one-stop shop for building permits.

Rwanda Reduction in number of procedures - The government sireamlined project clearances for the second consecutive year by combin-
ing the processes for obtaining a location clearance and building permit into a single application form. Rwanda also introduced a
single application form for water, sewer, and electricity connections.

Tonga Reduction in number of procedures - Regulations of the 2005 Building Code were implemented and three procedures required
for consfruction permits were cut.

EMPLOYING WORKERS
COUNIRY REFORMS
Azerbaijan New/revised legislation/regulation enacted - In May 2007, substantial amendments to the labor code were adopted. The

reform makes hiring workers easier by giving employers recourse to fixed-term contracts for permanent tasks, easing resfrictions on
night work, and reducing requirements for redundancy dismissals.

Burkina Faso

New/revised legislation/regulation enacted - The government adopted a new labor code in May 2008. The new labor code
makes hiring workers easier by giving employers recourse to fixedterm contracts. Requirements for redundancy dismissals were
reduced. Also, third party notification consent and approval is no longer necessary for the dismissal of a single worker and priority
rules were abolished.
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INDUSTRY COMPETITIVENESS

COUNITRY

REFORMS

Central Improvement in sector-specific promotion practices or procedures - The Central America Tourism and Hotel Investment

America Exchange, a conference that once a year brings together countries and potential investors, has been institutionalized as a mecha-

Region nism 1o promote tourism investment in the region.

India New/revised law/regulation enacted - An amended Competition Act was enacted in September 2007. The act was amended
to more clearly delineate the investigation and adjudication of cases relating to anticompetitive business practices.

Madagascar | Enactment of laws and regulations - New tourism laws have been enacted.

Enactment of laws and regulations - A new concession policy has been enacted.

INVESTMENT POLICY AND PROMOTION

COUNITRY

REFORMS

Colombia Investment promotion intermediary became operational - Invest in Bogotd became operational and has already attracted /facili-
tated seven investments.
Incremental number of leads from strategic sectors into the investment promotion pipeline - Invest in Bogotd successfully helped
stimulate invesfor inferest in the targeted sectors where previously there have not been specific investment promotion efforts.
Improved conversion rates of investment leads in strategic sectors - Approximately 10 percent of Invest in Bogotd's invesiment
promotion leads convert to actual investments.

Liberia Formal public-private dialogue mechanisms became operational - New publicprivate dialogue mechanisms were established
and have started submitting recommendations for improving the invesiment climate in Liberia.
Recommended reforms resulting from public-private dialogue mechanism have been implemented - The government has
already implemented some of the 21 recommendations submitted through the public-private dialogue process.

Madagascar | Enactment of laws and regulations - New investment law has been enacted.

Mali Enactment of laws and regulations - A decree was passed increasing the number of private sector representatives on the board of
directors of the country's national investment promotion intermediary.
Investment promotion intermediary became operational - The Agency fo Promote Investment in Mali (AP-Mali) started operations
after the hiring of key staff.

Serbia Improved FDI links to the local economy - Due fo the success of the pilot supplier development program, a $3.5 million supplier

development program was secured.

Sierra Leone

Investment promotion intermediary became operational - The Sierra Leone Investment and Export Promotion Agency (SLIEPA)
began operations after the hiring of key staff.

Formal public-private dialogue mechanism became operational - A public-private dialogue mechanism has been put in place
and has started operating.
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PROTECTING INVESTORS

COUNITRY REFORMS

Albania New/revised law/regulation enacted - The law now requires that disinterested shareholders approve fransactions between
inferesfed parties. Parties must now disclose all the information on the transaction fo the public. The law also reinforces director du-
ties and requires directors to pay damages and refurn profits when they cause damages to the company due o violations of their
obligations.

Azerbaijan New/revised law/regulation enacted - The law requires that transactions between interested parties must be approved by disin-
terested shareholders while inferested parties are prohibited o vote on the matter. Further measures fo protect invesfors are ensured
through provisions which force directors held liable to pay damages and disgorge profits.

Egypt, Arab | New/revised law/regulation enacted - The new law requires an independent body (auditor] to assess fransactions between in-

Rep. of terested parties as a prior step to approval. The amendment (Egyptian Capital Market Regulations) increases Egypt's score on the
Doing Business disclosure index from 7 to 8. This reform will help improve the transparency of dayo-day management activities.

Kyrgyz New/revised law/regulation enacted - The amended law allows minority investors to undertake legal actions to protect their

Republic rights as shareholders.

REGISTERING PROPERTY

COUNITRY REFORMS

Azerbaijan Reduction in procedures - The government infroduced a new unified registry reducing the number of procedures from seven fo
four. The Stafe Register Service also introduced the option of expediting two of four procedures. It is now possible to register
property in 11 days.

Bangladesh Reduction in time - The Municipal Deed Registry Office increased efficiency of internal organization and management. As a result,

the time required fo issue the original sale deed decreased from 360 to 180 days and the tofal time required fo register property
in the country was reduced from 425 to 245 days.

Burkina Faso

Reduction in procedures/Reduction in fees - The government eliminated the requirement for municipal authorization in order to
fransfer a property, merged the payment of two taxes at the property registry (Conservation Fonciére), and reduced the transfer tax.
As a result, the number of procedures required to register a property has decreased from eight fo six. Processing time has been cut
by 45 days and the cost of registering property has decreased by 2 percent.

Rwanda Reduction in time/Reduction in fees - The government abolished the & percent property registration fee and replaced it with a flat
rafe of $34. Rwanda also created a new centralized service in the tax authority to speed up the process of issuing the cerfificate
of good sfanding. As a result, the property transfer costs were reduced by 8.8 percent and processing time was reduced by 56
days (from 371 to 315 days).

Senegal Reduction in time - The government introduced time limits at the Land Regisiry and af the Directorate of Taxes and Property to

improve property transfer. Time limits reduced the time required to obtain registry certificates and to register a property at the Land
Registry.
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STARTING A BUSINESS

COUNITRY

Albania Reduction in number of procedures/Reduction in fees - Procedures for tax, health insurance, and labor regisfration were con-
solidated info a single application, thereby reducing registration fees. Amendments o the company law strengthened disclosure
requirements for large firms and enacted stricter profections against corporate seltdealing.

Azerbaijan Creation of one-stop shop - A one-stop shop for completing registration requirements was created, reducing the number of proce-
dures, days required for processing, and the cost of starting a business.

Bangladesh Reduction in number of procedures - Simplification of the registration formalities reduced the number of procedures, time, and
cost of starfing a business.

Belarus Reduction in number of procedures/Reduction in time/Minimum capital reduced or eliminated - A unified regisiry database
was created, a limit on the fime a government can fake fo register new businesses was infroduced, and the minimum capital
required to start a business was reduced by half.

Colombia Reduction in number of procedures - Online company registration was introduced and other registration formalities were simpli-

fied (including the certificates and the books), which resulted in reduced time, cost, and number of procedures required fo register.

Egypt, Arab

Reduction in time/Reduction in fees/Minimum capital reduced or eliminated - The minimum capital required fo start a business

Rep. of was reduced by 20 percent. Bar association fees were abolished, reducing the cost of starting a business. Tox registration was
automated, thereby reducing processing time.

El Salvador Reduction in number of procedures/Minimum capital reduced or eliminated - A new commercial code reduced the minimum
capital requirement, simplified the legalization of accounting books, and eased publication requirements associated with starting a
business.

Ghana Reduction in number of procedures - Requirements that companies register employment vacancies at the employment center and
that businesses obtain a corporate seal were eliminated.

Kyrgyz Reduction in number of procedures - The creation of a one-stop shop streamlined and simplified business registration processes.

Republic Other formalities were eliminated (such as the proof of residence requirement), which has reduced the number of procedures
required for starting a business.

Liberia Reduction in number of procedures - By cutting four unnecessary steps in business registration, the government was able to speed
up the business startup process by two months and cut business startup costs by almost 80 percent.

Madagascar | Reduction in fees - The professional tax was abolished, reducing the cost of starting a business.

Mauritania Reduction in number of procedures - Two business start up procedures were eliminated. New business start-up time was reduced
from 65 to 18 days and the cost was reduced by 35 percent.

Senegal Reduction in number of procedures - Requirements for company identification number and registration with labor authorities were
consolidated info a one-stop shop.

Yemen, Reduction in number of procedures/Minimum capital reduced or eliminated - The requirement for a company seal was abol-

Republic of ished and the paid-in minimum capital requirement for starting a business was reduced.
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TRADE AND LOGISTICS

COUNITRY REFORMS

Belarus

Reducing procedures - A new process for obtaining letfters of credit to conduct frade has reduced import and export time.

Colombia

Reducing number of agencies involved - Previously, more than one agency would participate in the customs inspection at differ-
ent times causing unnecessary delays. In May 2008, Decree 1520,/2008 was passed mandating non-intrusive and simultaneous
inspections by these agencies.

El Salvador

Reducing procedures - New information sharing among customs agencies has reduced the number of documents needed to
conduct fransborder trade. Also, customs declaration fees and faxes can now be paid online. As a result, the number of physical
inspections has dropped to 14 percent.

Liberia

Reducing procedures - All Ministry of Finance export documents can be approved and processed at the port and must no longer
be taken to the Minisiry's main office. In addition, the Ministry of Finance is no longer required to clear all exports. Also, the num-
ber of signatures required at the Ministry of Commerce for the Import Permit Declaration Reduction was reduced from four fo three.

Reducing costs - A tiered financial penalty sfructure was created for cargo in violation of pre-shipment inspection requirements.
Penalties for first- and second+ime offenders were reduced from 20 to 10 percent of the shipment's value. Pre-shipment inspection
fees were reduced from 1.5 to 1.1 percent of Free on Board value. Also, custom usage charges were reduced 50 percent, from 3
fo 1.5 percent for some specific products.

Reducing number of agencies involved - Unnecessary security functions and other non-essential staff involved at the National Port
Authority gate and within the port were eliminated. The Ministry of Finance Excise Tax Division and the Bureau of Concessions
were removed from the process flow. As a result, fransaction costs and red tape were significantly reduced.

Product or sector-specific cost reduction - A $2 levy on bags of rice imports was eliminated and custom usage charges were
reduced 50 percent.

Time/procedures improvements - The Ministry of Transport vehicle import permit clearance fee was eliminated. Inspection of rice,
petroleum, and cement will no longer be based on pre-shipment inspections, but rather on destination.

Rwanda

Reducing procedures - Officials intfroduced automatic clearance at selected border posts for goods valued up to $2,000. The
requirement that cargo transporters have an arrival notice prior to beginning clearance procedures was eliminated. The "desabi-
lage" step, which required unnecessary paperwork before customs cleared shipments, was abolished. The requirement that all
cargo pass via the Magerwa weigh bridge was removed. Cargo orientation for both customs at port and the Magerwa inland
container depot were put under one roof.

Working capital improvements for private sector - Automatic cancellation and validation for inward and outward transit bonds
were implemented, which lowered liabilities and increased working capital for traders.

Institutionalization of risk management - A risk management and intelligence unit was established. Risk management enables
freed-up resources to be focused on high-isk fraders and facilitates smooth trade flows as trade volume increases.

Implementing international best-practice clearance procedures - Pre-arrival clearance and pre-payment systems for cargo clear-
ance were infroduced. Blue and green channel cargo clearance was infroduced.

Improving payment systems for trade - A unified bank counter combining customs and the Magerwa inland container depot was

established.
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APPENDIX 3:

DOING BUSINESS REFORMS
SUPPORTED BY FIAS IN FYos*®

reforms business | permits workers property credit | investors borders
ECA Albania 2 1 1
LCR Antigua and Barbuda 1 1
ECA Armenia 1 1
ECA Azerbaijan 6 1 1 1 1 1 1
SA Bangladesh 2 1 1
ECA Belarus 4 1 1 ] ]
SSA Burkina Faso 4 1 1 1 1
EAP China 1 1
LCR Colombia 4 1 1 1 1
MENA | Egypt, Arab Rep. of 2 1 1
LCR El Salvador 2 1 1
SSA Chana 1 1
ECA Kyrgyz Republic 3 1 1 1
SSA Liberia 4 1 1 1 1
SSA Madagascar 2 1 1
SSA Mauritania 2 1 1
SSA Rwanda 3 1 1 1
SSA Senegal 2 1 1
SSA Sierra Lleone 1 1
SSA South Africa ] 1
EAP Tonga ] 1
EAP Vietnam 1 1
MENA | Yemen, Republic of ] 1
TOTAL 51 15 8 2 5 5 4 7 5

A In this table, Doing Business reforms are counted following the Doing Business methodology. The information in this appendix is consistent with the information included

in the Doing Business 2009 report.

B Abbreviations: EAP — East Asia and the Pacific; ECA — Europe and Central Asia; LCR — Latin America and the Caribbean;

MENA — Middle East and North Africa; SA — South Asia; SSA — Sub-Saharan Africa.
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APPENDIX 4: ABBREVIATIONS
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AFD
BEE
BICF
DFID
EU

FDI
FIAS
FY
GTZ
IBRD
ICF
IDA
IFC
IMF
IPA
WB
M&E
MIGA
NEPAD
OECD
OHADA
PDF
SEZ
SMEs
USAID

Agence Francaise de Développement (France)

business enabling environment

Bangladesh Investment Climate Fund

Department for International Development (United Kingdom)
European Union

{oreign direct investment

FIAS, the investment climate advisory service

fiscal year

Deutsche Gesellschaft fir Technische Zusammenarbeit (Germany)
International Bank for Reconstruction and Development
Investment Climate Facility for Africa

Infernational Development Association

Infernational Finance Corporation

International Monetary Fund

investment promotion agency

Invest in the Western Balkans

moniforing and evaluation

Muliilateral Investment Guarantee Agency

New Partnership for Africa’s Development

Organisation for Economic Co-operation and Development
Organisation pour I'Harmonisation en Afrique du Droit des Affaires
Project Development Facility (IFC)
special economic zone

small and medium enterprises

United States Agency for International Development

All dollar amounts are in current U.S. dollars unless otherwise specified.
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CONTACT INFORMATION

FIAS: The Investment Climate Advisory Service

1818 H Street, NW
MSN H7-701
Washington DC 20433 USA

www.fias.net

T. 202 473 7443 | 202 458 5011
F: 202 522 3262 | 202 522 2138

FIAS REGIONAL OFFICES

Belgrade
c/o PEP-SE, Bulevar Kralja
Aleksandra 86-90
11000 Belgrade, Serbia
T. 381 11 3023 750
F: 381 11 3023 740

Dakar
c/o IFC, Rue Aimé
Césaire x Impasse
FN 18 Prolongée
Fan Résidence
BP3296
Dakar, Senegal
T. 221 33 859 7000
F: 221 33 859 7044

Dhaka
c/o SEDF, United House
10 Gulshan Ave, Gulshan 1
Dhaka 1212 Bangladesh
T: 8802986 1711-20
F: 880 2 989 4744

Johannesburg
c/o IFC, 14 Fricker Road
lllovo 2196 South Africa
T. 27117313106
F:27 11268 0074
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Nairobi
c/o IFC, Commercial Bank of Africa
Building, 4th Floor
Mara-Kagati Road, Upper Hill
Nairobi, Kenya
T: 252 020 275 9200
F: 252 020 275 9210

Sydney
CML Building, Level 18
14 Martin Place
Sydney NSW 2000 Australia
T. 61292237155
F: 61292237152

Vienna
IWB Office
Strauchgasse 3
A - 1014 Vienna, Austria
T: 43 153553822115
F: 43 153553825115




THE MULTI-DONOR INVESTMENT
CLIMATE ADVISORY SERVICE
OF THE WORLD BANK GROUP

FIAS IS THE WORLD BANK GROUP’S INVESTMENT CLIMATE ADVISORY

SERVICE. IT ADVISES GOVERNMENTS OF DEVELOPING AND TRANSITION

COUNTRIES ON HOW TO IMPROVE THEIR BUSINESS ENVIRONMENTS

FOR FOREIGN AND DOMESTIC INVESTORS.
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