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BUSINESS CLIMATE DEVELOPMENT STRATEGY

AN INTRODUCTION INTO SELECTED DIMENSIONS AND INDICATORS
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» The Business Climate Development Strategy (BCDS) is a process that defines
where and how a country should reform to improve the business climate and country
competitiveness. Implementation has started with Egypt, Morocco and Tunisia.

> Itis targeted at improving the business environment to increase investment and
competitiveness, thereby contributing to growth and employment

» Itis a co-operative and systematic approach following three steps:

*  Synthesis of existing Define time-bound strategic Support the design and
evaluations using OECD priorities with government implementation of improved
methodology for policy leaders, policy at national and regional
prioritization. including consultations with level.

* Stock-taking of existing other stakeholders.

business climate reform

projects. «.
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|. Business Operational Environment ll. Rule of Law
1. Investment Policy and Promotion 1. Anti-corruption
2. Privatisation Policy 2. Corporate Governance
5. Tax Policy and Administration 3 Business Law and Commercial
2. Trade Policy and Facilitation Conflict Resolution
5. Better Business Regulation
5. Enterprise Development Policy

l1l. Factor Markets

1. Infrastructure Policy
2. Human Capital Development Policy
3. Financial Markets Development

y

— Covering all policy areas that can support investment and business climate reforms ‘
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Key concepts Example of OECD Tools and
Methodologies

* FDI Policy
* Non-discrimination e OECD Declaration on International
* Protection of property Investment and Multinational
* |nvestor protection Enterprises

* Promotion and Facilitation e OECD National Treatment
* Framework Instrument
* Investment promotion services e OECD Guidelines for Multinational

and activities Enterprises
* Transparency
e Publication avenues and tools
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BCDS Framework

A

Dimension

Investment Policy and Promotion

3 Sub-dimensions

) g \ 4

FDI Policy Promotion and Transparency
Facilitation
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Investment Policy and Promotion
U U ~U
FDI Policy Promo.t.lon.and Transparency
Facilitation
* Restrictions to national treatment e Strategy * Publication
* Review of restrictions to national * Institutional support avenues and
treatment * Monitoring and tools
* Approval procedures evaluation * Prior
e Admittance of business personnel * SME linkages notification and
* Transfers of FDI related capital * One stop shop stakeholder
* FDIl incentives * Client relationship consultations
* Performance requirements management * Procedural
* Land ownership * Policy advocacy transparency
e Titling and cadastre e Aftercare services

* Intellectual property
* Expropriation
* International agreements
* Arbitration
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LAl Ve diearnEa 1.1.2 Review of restrictions to national treatment

1.1.3 Approval procedures

1.2 Protection of property
1.1.4 Admittance of business personnel in support of FDI

1.3 Investor protection 1.1.5 Transfer of FDI-related capital

1.1 Non-discrimination

Level 1 Level 2 Level 3 Level 4 Level 5
1.1.2 Review of The government The government The review process Level 3 plus the Level 4 plus the
restrictions to does not undertake  has committed to consists of process involves review process
national treatment any reviews of its designing a process  benchmarking the periodically includes the
restrictions to to review scope of restrictions  reviewing the list of  canvassing of views
national treatment.  restrictions to to national restrictions based and observations of
national treatment.  treatmentin its on an analysis of national and
laws and practices their costs and international
with other similar benefits and a investors and other
economies. regulatory impact relevant
analysis. stakeholders.

(@

OECD




Al
ﬂ Chapter 1-2: Privatisation and PPP Policy
MENA-OECD

PROGRAMME

Key concepts Example of OECD Tools and
Methodologies
* Privatisation

* Comprehensive privatisation * Privatising State-Owned
strategy Enterprises: An Overview of Policies
* Ability of a government to and Practices in OECD countries
communicate its strategy * OECD Principles for Private Sector
* Degree of possible participation Participation in Infrastructure
of foreign investors
* PPP

* specific unit to coordinate and
develop PPP policy

 Legislative framework

e Consultations to build buy-in
from stakeholder groups

* cost-benefit analysis

* Progress monitoring
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2.2 PPP Projects
I-2 Privatisation and PPP Policy 2.2.1 PPP Unit

2.1 Privatisation Policy s L eleilan

2.2.3 Consultations

2.2 PPP Projects

2.2.4 Cost benefit analysis for PPP Projects

2.2.5 Monitoring

2.1 Privatisation Policy

Level 1 Level 2 Level 3 Level 4 Level 5
2.2.5 PPP There is no The government The government The government Level 4 plus the
Monitoring mechanism in isin the process  monitorson anad hoc monitors on a consistent  government requires the
place to monitor of designing a and inconsistent basis  basis (e.g., on an annual  private partner in the PPP
the mechanism to the financial and basis) the financial and project to submit at least
performance of  monitor the technical state of technical state of every on an annual basis its
PPP projects. performance of  some but not all PPP PPP project that it business and budget plans
PPP projects. projects. embarks upon. for the following year until
the end of the PPP
contract.
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Key concepts Example of OECD Tools and
Methodologies

* Implementation of standard

analytical frameworks (tax models) to * OECD Investment Reform Index
examine tax systems e OECD Policy Framework for
* Assessments of advantages and Investment

disadvantages of alternative tax
policies and approaches (taking into
account revenue requirements,
efficiency, equity and simplicity
goals)

* Implementation of tax reform
agendas
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3.2 Taxation of investment

3.2.1 Sectoral analysis of the taxation of corporate profits

I-3 Tax Policy and Administration

3.1 Fiscal position and planning

3.2.2 Analysis of tax impediments to domestic investment

3.2.3 Cross-country comparative analysis of tax depreciation

3.2 Taxation of investment
systems

3.3 Taxation of employment 3.2.4 Transparency of corporate tax incentives for investment

3.4 Taxation of SME’s 3.2.5 Tax holiday incentives for investment

3.2.6 Cost-benefit assessment of tax incentives for investment

3.5 Taxation of MNE’s

|4

3.2 Taxation of investment

Level 1 Level 2 Level 3 Level 4 Level 5
3.2.3 Cross- The Ministry of The Ministry of The Ministry of Finance The Ministry of Level 4 plus the
country Finance does not  Finance does not does not undertake Finance regularly (e.g. requirementthata
comparative  undertake undertake comparisons of capital annually) undertakes depreciation calculator
analysis of comparisons of comparisons of capital  depreciation systems in cross-country model is in place and used
tax capital depreciation systems countries regarded as comparisons of to measure, and compare
depreciation  depreciation in countries regarded main competitors for capital depreciation across countries, the
systems systems in as main competitors investment, but is systems, taking into present-discounted value
countries for investment, but is currently taking steps account the number (PDV) of maximum tax

regarded as main
competitors for
investment. No
plans for making
such
comparisons.

taking steps towards
undertaking such
comparisons.

(e.g. gathering systems
information) to enable
comparisons within one
year.

of depreciable capital
asset classes,
depreciation methods
and rates.

depreciation allowances
per unit of investment, by
depreciable capital asset
type and industry.
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Key concepts

Trade Policy strategy formulation
and evaluation
Trade liberalisation and trade
openness
Non-tariff barriers (NTB's)

* Technical barriers to trade

(TBT's)

* Administrative barriers to trade

Pro-active trade policy

Example of OECD Tools and
Methodologies

e OECD Policy Framework for
Investment
* OECD Investment Reform Index
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I-4 Trade Policy

4.1 Trade Policy Strategy Formulation and Evaluation ) )
4.3 Non-tariff barriers

4.2 Trade Liberalisation and Trade Openness 4.3.1 Technical barriers to trade (TBT's)

4.3 Non-tariff barriers 4.3.2 Administrative barriers to trade

4.4 Pro-active trade policy

4.3.2 Administrative barriers to trade

Level 1 Level 2 Level 3

4.3.2.1 Licenses Import and Action plan to Abolition of import
export licenses abolish and export licenses
needed for all unnecessary on the great majority
products import and of products approved.

export licenses
under
consideration.

g

Level 4

Early phase of
implementation of a
new system of licenses
limited to public policy
exceptions.

Level 5

Import and export licenses
limited to public policy
exceptions.
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Key concepts Example of OECD Tools and
Methodologies
» Better legislation and administrative

simplification e OECD Guiding Principles for
* Assessment of government Regulatory Quality and
action in the broad area of Performance

regulatory reform and
regulatory simplification
e Cheaper and faster start-up
e Evaluate the expenditure in
terms of time and cost of
businesses to comply with
regulatory requirements
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6.1 Better legislation and administrative simplification

I-6 Better Business Regulation 6.1.1_ Ihstltl{tlon.al Frgrnev.vork for regulatory reform and
administrative simplification

6.1 Better legislation and administrative simplification 6.1.2 Strategy for simplification of legislation, and

administrative procedures

6.2 Cheaper and faster start-up

6.1.3 Clear task assignment for the review and
simplification of legislation and administrative procedures

.

6.1 Better legislation and administrative simplification

Level 1 Level 2 Level 3 Level 4 Level 5
6.1.1 Institutional  No institutions Several Several institutions A policy co-ordination Level 4 plus effective
Framework for are responsible institutions are are responsible for mechanism is in place mechanism of policy co-
regulatory reform  for regulatory simultaneously regulatory reformand  and is fully operational. ordination involving key
and reform and responsible for administrative A system of consultation  ministries, agencies and
administrative administrative regulatory simplification. with stakeholders and in  local administrations when
simplification simplification. reform and Identification of particular with the relevant.

Policy measures  administrative overlapping policies private sector and civil

are taken ad simplification. and active measures society, and involving

hoc. to limit overlapping the implementing

and avoid major agency (-ies) is in place.

policy inconsistencies.
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Key concepts Example of OECD Tools and
Methodologies

Anti-corruption strategy

Criminalisation of corruption e Anti-Corruption Policy Elements
People and institutions involved in

fighting corruption

Enforcement of domestic anti-

corruption provisions

(@
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11-1 Anti-corruption policies and practices

1.1 Anti-corruption strategy

—
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Chapter II-1: Structure

1.2 Criminalisation of corruption

1.1 Anti-corruption strategy

1.1.1 Stocktaking of the corruption situation

1.1.2 Existence of an anti-corruption strategy

1.3 People and institutions involved in fighting corruption

1.1.3 Stakeholder participation

1.4 Enforcement of domestic anti-corruption provisions

1.1.4 The Media: a means to expose malfeasance

6.1 Better legislation and administrative simplification

g

1.1.3
Stakeholder
participation

Level 1

Any possible anti-
corruption actions by
the government are
confidential; the
public at large is not
informed about the
government’s anti-
corruption strategy
and relating integrity
and anti-corruption
laws and regulations.

Level 2

Some of the
actions and
measures
adopted by
the
government
to fight
corruption
are public.

Level 3

The government
seeks to inform the
public; in particular
the government
occasionally meets
different stakeholders
to inform the
government’s
integrity and anti-
corruption provisions
and measures.

Level 4

The government has set

up formal structures
which it uses regularly
to engage in a dialogue
with non-government
representatives on
integrity and anti-
corruption.

Level 5

The government regularly
consults with various
stakeholders, including
non-government
representatives and
involves them in a
systematic manner in the
development of the
government’s anti-
corruption policy.
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11-3 Business Law and Commercial Conflict Resolution

3.1 Business Law Reform

3.4 New Generation Business Law

3.4.1 Market contestability - anticompetitive behaviour

3.4.2 Market contestability — Abuse of dominant position

3.2 Fundamental Business Law 3.4.3 Banking law

3.3 Traditional Business Law 3.4.4 Leasing and factoring laws

3.4.5 Public Private Partnership laws

3.4 New Generation Business Law

3.5 Enforcement Capacities / Arbitration System

g

3.4 New Generation Business Law

3.4.5 Public
Private
Partnership laws
(concession laws,
privatisation
laws)

Level 1

There is no sectoral

and/or horizontal
legislation or
regulatory
frameworks
covering PPPs.

Level 2

Government s in
the process of
drafting sectoral
and/or horizontal
legislation
covering PPPs.

Level 3

The government has
approved sectoral and/or
horizontal legislation
covering limited forms of
concessions (e.g., only the

operation and management

of infrastructure projects).
The concession law clearly
identifies the roles and

responsibilities of the public

and private sectors.

Level 4

The government
is in the process
of expanding its
sectoral and/or
horizontal
legislation to
make room for
additional forms
of PPPs.

Level 5

The government has
approved sectoral
and/or horizontal laws
providing a legal and
regulatory framework
for PPPs covering the
entire lifetime (e.g.,
design, build, finance,
ownership, operate
and transfer) of the

project.

OECD
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Key concepts Example of OECD Tools and
Methodologies
* Infrastructure conditions facing

business * Specific framework for private

e Supply, density and quality of investment in roads
roads and public expenditure  Specific framework for competition
on road network and private investment in

* Telephony and Internet telecommunications
penetration, getting connected,  Specific framework for competition
service quality and cost and private investment in energy

* Energy service quality and cost, infrastructure

getting connected
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I1I-1 Infrastructure

1.1 Legal and institutional readiness for FDI in
Infrastructure

1.2 Telecommunications

1.3 The Road Network

Infrastructure

1.1 Legal and institutional readiness for FDI in

1.1.1 Legal and institutional conditions for FDI in
Infrastructure

1.4 Energy (Electricity)

~~——

6.1 Better legislation and administrative simplification

Level 1 Level 2
1.1.1 Legal Protection of property A concession
and rights is weak. There is no law is being
S concession law. Legal drafted.
institutional o .

. restrictions exist on the Property

conditions participation of private rights
for FDl in companies in the provision  protection
Infrastructu  of infrastructure services. exists but is
re Absence of procurement weak and not

well enforced.
A formal
government
strategy on
PPPs is under
preparation.

law. There is no formal
government strategy
statement on public
private partnerships
(PPPs). Foreigners are
excluded from certain
infrastructure sectors or
face other forms of
discrimination.

Level 3

A concession law has been
passed, with wide breadth of
coverage (e.g. it includes
rules for publication of the
tender, award criteria,
recourse to arbitration, etc.).
Foreigners are legally
entitled to hold concessions.
No significant legal
restrictions on the
participation of private
companies in the provision of
infrastructure services.

A formal government
strategy on PPPs has been
published.

Level 4

Some foreign private
investment on greenfield
sites has commenced.
Government rights to
expropriate are limited in
scope and subject to judicial
review. Training is
organised on a regular basis
for civil servants working on
public procurement for
infrastructure projects.
Labor and immigration laws
facilitate access to a
workforce necessary for
project operation. The use
of local employees is not
obligatory..

Level 5

Procurement laws embody good
practice. Legal protection of
property rights, including financial
assets, is strong and comprehensive,
and disputes are rare. Significant
foreign private sector investment on
greenfield sites completed, with
other investments underway. A
dedicated facilitating unit/entity
exists to manage private
infrastructure projects through the
implementation process.
Government support arrangements
exist for investors and are used in a
selective manner. Pension fund
assets as a share of GDP are high.
No restrictions on the use of foreign

managers.

OECD




A
ﬂ Chapter IlI-2: Human capital
MENA-OECD

PROGRAMME

Key concepts Example of OECD Tools and
Methodologies
* Inputs to initial education
* Spending on education relative * OECD Investment Reform Index
to GDP
* Vocational education and training
 Participation in vocational
training
* Extent of development of the
system of vocational education
e Extent of career guidance
e Continuing education and training
 Participation in job-related
education
* Extent of development of work-
related system of continuing
education
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I1I-2 Human Capital

2.1 Workforce Skills Development Strategy

2.3 Vocational Education and Training

2.3.1 The VET participation rate

2.1 Inputs to Initial Education

2.3 Vocational Education and Training

2.3.2 Extent of development and implementation of a VET

strategy

2.4 Continuing work-related Education and Training

2.3.3 Extent of school-level career guidance

2.5 Human Capital Outcomes

2.6 Demand for Skills

g

2.3 Vocational Education and Training

Level 1 Level 2 Level 3
2.3.3 No systematic A system of career  Career guidance
Extent of career guidance guidance is under operates in man
school- exists. development. but not all
level career secondary
guidance institutions.

Level 4

All secondary-level

y students receive
career guidance
services, including
information on VET
programmes and
related career options.

Level 5

Comprehensive feedback
systems operate with skills
survey evidence — for
instance on graduates,
suitability for work -
systematically gathered from
employers.

(@
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BCDS: SUMMARY OF VALUE ADDED
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O Provide a single comprehensive document defining a business climate
reform strategy based on best practice in OECD countries.

1 Provide targeted support in the implementation of the reforms on
demand.

[ Support leadership in the government to ensure coordination and
consensus on priorities for reform throughout a broad range of policy
areas affecting the business climate.

[ Involve continuously national government and private sector throughout
the process to increase buy-in for business climate reform.

1 Ensure coordination amongst Ministries and government agencies
through self-evaluation process.

O Increase visibility of the strengths of the Egyptian investment
environment — BCDS results can be used as tool for communication.
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BCDS: PILOT WORK

* Egypt
e Morocco
e Tunisia
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28 January 09 23 March 25 May July November
2009
Be | : .
e |fr_1”t.ouch with key officials _Second p N
illing out assessment mission bublicat
_ Oben ublication
4 -EU COM N -15t mission ) >
. Questions \ /
- MOl - deadline for . J - N
- GAFI govt .. .
- MOT! responses / Ministerial
- MOF business | J - g
\_ -Business ) \ responses ) |
\ Y J Drafting

Independent institutes
to do independent
assessment «.
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June 08 March 09 April May September | November
N 2009
Be in touch with key officials 4 ) ' Norinal | N
filling out assessment Open First Draft A I:.a
- N N Questions Report ;I 'oN 11 publication
- an
> Investment - deadline for | \_ /| proposal |\ J\ /
»Human capital t P ) r \
> Infrastructure gov on Action
»Commercial responses / Plan Ministerial
conflict resolution business \- J 9 )
»Trade responses \ V }
»SME policy
Drafting

\ J
|

Independent institutes
to do independent
assessment «.




W iS¥

MENA-OECD

TUNISIA

PROGRAMME

17 February 30 March

Be in touch with key officials
filling out assessment

4 -1t mission )

- deadline for
govt
responses /
business

25 May

\ responses /

\ J
|

Independent institutes
to do independent
assessment

\_

- Second
mission
- Open
Questions

J

July

|
Drafting

November
2009

Publication

Ministerial
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