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Preface

The aim of the NEPAD-OECD Africa Investment Initiative roundtable held in Lusaka on

27-28 November was to develop policy capacity building tools that will help NEPAD
countries I mprove the Il nvest ment rel ated C (
(APRM) and to support implementation of investment climate reform policies, with a

specific focus on the investment environment conditions conduciv e to attracting
investment for development in the water and sanitation sector.

The results of the discussions advanced the reflection on how the review of the APRM
Self Assessment questionnaire could be usefully informed by elements of the Policy
Framework for Investment (PFI). Support to the APRM process and its outcomes must
always be consistent with ownership by the countries involved. The roundtable also

identified a number of considerations relevant for the development of the PFI Users
Toolkit, which w ill provide practical and user -friendly policy guidance to support the

effective application of the PFI.

The discussion on private sector participation in the water and sanitation sector revolved
around investment environment conditions and governance con ducive to beneficial
private sector involvement. These discussions on the water sector will inform a broader
OECD project on water and will feed into the World Water Forum to take place in

Istanbul in early 2009.

This roundtable report offers a summary of the discussions, brings together the keynote
addresses and the background papers prepared for the event. Participants came from
both NEPAD and OECD countries as well as from multilateral development agencies

and the Regional Economic Communities.

The Roundtable was hosted by the government of Zambia in collaboration with the
Ministry for Commerce, Trade and Industry. We are also very grateful to the
governments of Belgium, Germany and Japan for the financial support for the
roundtable.

Nl C 3

Jonathan Coppel Karim Khalil
Executive Programme Manager Co-ordinator (Trade and Industry)
NEPAD-OECD Africa Investment Initiative NEPAD Secretariat

Investment Division, OECD
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CO-CHAIRS6 UBMARY

[- Introduction:

This roundtable followedi p on t he out comes heldin Brazzaville.yfleear 6 s
focus of the meeting was on the investment clircatetent of the APRM process, the role of
capacity building tools to support the implementation of investment climate reform policies, and
private sector participation in the waserd sanitation sector.

The meeting was attended by the Minister of Trade, Commerce and Industry of Zambia, H.E
Minister Mutati and H.E Prof. Kiwanuka, Minister of State for Finance, Planning and Economic
Development of Uganda. It was also attendgdlbarge number of senior officials from both the
water and sanitation sector, as well as the investment community. Private sector and civil society
also participated.

II-Issues:

A- The Investment Climat€ontent of the APRM:

Country experiences were given ghallenges relating to the investment climedatent of the
APRM. The following issues were raised in this regard:

A The role that the APRM process can play in addressing investment climate bottlenecks was
emphasized. There have been already positivewealp measures taken, as a result of the
review process, to carry out specific reforms of the investment climate in countries like
Kenya, Ghana and Rwanda.

A The strengthening of the investmeatated component in the APRM can create a culture
of competiton that has proven to be a very useful in encouraging reforms.

A Tackling the negative perceptions around investment in Africa is an issue that needs
further examining. The APRM can play an important role in this regard.

A The decision to review the selt®ssment country questionnaire has been taken by the
APRM process. This would include deepening the questions on corporate and economic
governance, which will bring out issues around investment climate reform. The
Roundtable advanced the reflection on hdws treview could be usefully informed by
elements in the Policy Framework for Investment (PFI) framework.

A Support to the APRM process and its outcomes should always be consistent with
ownership by the countries involved.

B- The Policy Framework for Investme(PFI):

The discussion on the PFI centered on the de
in Zambia, as a tool to support the completion of the investment clooatent of the APRM
questionnaire. The following points were raised:
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A The FFl was welcomed, as a useful resource to support countries keen to improve their
policies for investment. The P F 1 t o o Iwkd atso welcomgedeas & way of providing
practical and usefriendly policy guidance to support the effective applicatiothefPFI.

A In the development of the PFI toolkit a number of considerations were made:
o It should include guidance that assists in enhancing pphbirate dialogue.

o Take into account specific cultural and regional factors when being used in African
countries

o In particular the position of the informal sector needs to be adequately addressed in
the PFI toolkit.

A The need to have a sharper focus on regional mechanisms and how they can be supported
in order to play an active role in the sharing of experiencdspaerlearning (such as
OHADA in West Africa).

A There is a need to have a stronger political momentum in Africa around the question of
investment climate reform. Setting an ambitious milestone or target would give a strong
signal. For example, setting tlgeo a | o f OAfrica being the 1
continent by a certain agreed dated coul d

C- Private Sector Participation in the Water and Sanitation Sector:

The discussion on private sector participation in the watersandation sector revolved around
investment environment conditions and governance conducive to beneficial private sector
involvement. The following points were made:

A Infrastructure remains one of the key impediments to improving the investment climate in
Africa. More attention should be given to building capacity in policy design and
i mpl ementation to i mprove private sector 0:

A Water is a basic human need and has to be seen as a major industrial resource. Its limited
accessd a major human challenge as well as an impediment to business development.

A The gap between investment in infrastructure, especially in the water and sanitation sector,
and actual needs is still large. Private sector involvement is one of the options that
countries have at their disposal to overcome this resource gap. However, countries will
need to have adequate tools to properly assess and manage the implications of this
involvement, such as the OEd®inciples for Private Sector Participation in Watendh
Sanitation Infrastructure These new guidelines are based on a review of specific
experiences supported by an information liadeo presented at the meetiog the extent

of international and local private sector participation in the water and samgattor.

A There have been important changes recently in the nature of private involvement in the
water and sanitation sector towards shorter, less risky contracts that involve limited or no
investment obligations. In parallel, the sector has seenntleegence of new actors, such

as the local and regional actors, and a growing recognition of-so@ddl private providers.
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A Partnerships in the water and sanitation sector are multiple across the different
stakeholders, including different layers of govaents, diverse private actors, consumers,
communities and NGOs. Beneficial relationships between all the stakeholders therefore
imply a right allocation and understanding of roles and responsibilities. It is a precondition
for a respectful cooperation.dtso helps the relationships to adapt to constantly changing
conditions. In this type of environment, negotiations are necessary and healthy.

A Promoting transparency is a critical element in the relationship between the partners and in
tackling corruption.

A Data collection, monitoring and addressing regulatory questions at the appropriate level are
issues that require more attention. In this regard, regional sharing of regulatory experiences
and benchmarking can be particularly useful in the water and tsamis&ctor.

A Financing of infrastructure extension remains a key issue. There are notably big challenges
in terms of serving the poor. However the participants shared an optimistic assessment.
The opportunities exist and some promising avenues lie inuDlpsed Aid (OBA)
schemes, blending financing sources (hybrid schemes bringing together public and private
finance) and tapping into domestic sources of funding like social security funds (ex. The
recently established Pakfrican Infrastructure Fund). Hosver, assistance is still needed
to overcome the challenge of preparing bankable projects to access finance.

D- The Inaugural Meeting of the Steering Group (SG) of the Initiative:

The Inaugural meeting of the SG was chaired by Prof. Firmino Mucavele (CBEMERAD
Secretariat) with MrTakeshi YagiJapanas Vicechair. The SG emphasized the importance of
the nitiative working in partnership with other relevant organizations and initiatives while

A focusing only on areas which result in policy impact on thestment climate;
A building capacity within the African region, and

A utilizing NEPAD and OECD experience, expertise and work methods in order to focus on areas
where the Initiative has a comparative advantage.

Against this background, a number of ideas wheqeressed for future work, including private
sector participation in infrastructure sectors that have a direct impact on regional integration and
challenges facing implementation of investment climate reforms in African countries

-  Way Forward:

As a wayforward, the following actions will be taken by the organizers of the roundtable:

A A full report of the discussions will be prepared and sent to participants and posted on the
NEPAD and OECD websites.

A In addition, synthesis briefs will be prepared capty the key messages from the
background papers, as well as the discussions in the roundtable.
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The Steering Group will continue to guide the priorities and activities of the Initiative.
Further guidance will be sought from SG members through the desigidé¢ctronic
Discussion Group.

The focus for next year will be on private sector participation in infrastructure sectors
impacting on regional integration.

In this regard, a regional roundtable will be held in Uganda in 2008, to build on the
outcomes bthe Lusaka Roundtable on Private Sector Participation in Infrastructure.

African countries' interest in using the PFI for: smlaluation, publigrivate dialogue,
and measuring progress will be followed and the results pesgviewed and reported.
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OPENING REMARKS

The Honourable Felix Mutati, MP, Minister for Commerce, Trade and
Industry, Republic of Zambia

Chairperson

Visiting Cabinet Ministers

Ministers of State Present

Prof. Firmino Mucavele, Executive Head of NEPAD

Dr. Bernard Koussi, Eecutive Director, APRM Secretariat
Mr. Mario Amano, Deputy Secretary General of OECD
Senior Government officials

Distinguished Invited Guests

Ladies and Gentlemen

| wish, on behalf of His Excellency, Dr. Levy Patrick Mwanawasa SC, President of the Republi
of Zambia, the Zambian Government and indeed the people of Zambia, to welcome you to
Zambia and to this OECDO NEPAD Africa Investment Initiative, Lusaka Roundtable
Conference.

Chairperson, It is my honour and pleasure to officiate at this very imp&tegional Roundtable
Conference jointly organized by the New Par
Investment Committee of the Organisation for Economic Cooperation and Development (OECD)
and the Government of the Republic of Zambia whose thenieSst r engt heni ng |
Cli mate Assessment and Reform in NEPAD Count |

Let me thank the Governments of Belgium, Germany and Japan and the Africa Development
Bank, ICF, UNCTAD, UNECA, IFC, to mention but a few for ensuring that this Regional
Roundtédle Conference sees the light of day.

Allow me Chairperson to refer to the theme of this Regional Roundtable Conference entitled
60Strengthening I nvestment Cli mate Assessment
Chairperson is more relevant to manyriéan Governments who favour a robust investment
climate within the context of the African Peer Review Mechanism (APRM) given that the APR
Secretariat is working on improving the inve
mechanism and Africanountries are also looking for more comparisons of investment climate
assessment, country reform agendas and their impact in specific sectors. As a matter of fact, these
were the main conclusions and outcomes from the previous ENEEFAD Africa in Brazzaille,

Republic of Congo in December 2006.

Chairperson, it may be important for this distinguished gathering to note that the Republican
President, His Excellency, Dr. Levy Patrick Mwanawasa, SC, launched a Private Sector
Development Initiative in June 200 The main objective of the Private Sector Development
Initiative is to reform and to create conducive environment for a vibrant private sector. The
Reform Programme has laid a solid foundation for faster, sustained and private sector led
economic growtlby implementing a comprehensive action plan for enhancing the business and
investment climate, and restoring investor confidence.
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The Private Sector Development Initiative was developed using a highly consultative process that
took into account an extensi review of previous studies and recommendations relating to private
sector development. In that connection, the public/private sectors jointly engaged both bilateral
and multilateral organizations to secure their understanding on the matter and rplesethe
expected to perform and ensure successful implementation.

The Private Sector Development Initiative provides the blueprint for creating the enabling
environment for a vibrant private sector and accelerated economic growth. As a consequence,
both thepublic and the private sector speak with one voice on this matter.

In terms of priority designation, the Private Sector Development Initiative stresses and underlines
the importance of improving access to export markets, increasing -exoted produton,
local empowerment, private investment in infrastructure, and stronger public agencies.

As you are all aware, Zambia belongs to two (2) regional economic groupings, hamely, SADC
and COMESA. Zambia is rich in natural resources that include vast lagratuands, tourism,

rich mineral deposits such as copper, cobalt, iron ore, manganese, gemstones such as emeralds
aguamarine and amethyst. It is also home to one of the seven (7) wonders of the world, the
Mighty Victoria Falls. The point here shouldtranly remain at the level of resource endowment
and/or comparative advantage but rather, competitive advantage.

That is, for Zambia to achieve the objective of becoming a middle income country by the year
2030, there is need for all economic playersdwate all their energies in finding innovate ways
of adding value to our raw materials before exporting them.

Chairperson, you may wish to note that Zambia has signed a number of Investment Promotion and
Protection Agreements with many countries and a dempanies and continues to discuss and
negotiate with those that have not yet signed.

These days, foreign investors with money to invest are looking beyond their traditional base of
operations to scope out potential new opportunities in Africa, Zambiaded.

In the last four years, Zambia has been experiencing impressive economic turnaround, in which
rising incomes are unleashing pem consumer demand for goods and services. Investors have,
for example, started to dip theirs toes into places thatlistle foreign investment in the past, but
where the reforaminded New Deal Government is making inroads towards creating more
businesdriendly environment.

That is to say, Chairperson, improved investment climate, macroeconomic stability, excess
liquidity, and surging demand are driving the investment to a very large extent.

It is a fact that we are absolutely seeing more private investment activity in the country today than
before and this is not by accident but because of the inviestiodly policies that the New Deal
administration has put in place. We shall continue, Chairperson to work towards removal of the
negative perception about the continent and Zambia included.

It is for this reason that I call upon this Regional Roundtable Confeterjoen Governments in

Africa in marketing the continent as attractive investment destination, given that the continent is
stil | perceived as a Achallenging mar ket t hat
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What is equally important, Chairperson, afteri@kaid and done, is translating opportunities into
real investment, which require a measured assessment of the realities faced by investors.

According to the World Bankodés Doi fSgharBAficane s s
occupy 19 of théottom 25 places in ease of doing business rankings. More than a third of the
countries in Africa are still suffering from the legacy of past conflicts. However, when it comes to
increasing FDI into Africa, the bottom line is that Sedharan Africa contires to be perceived

as a higkrisk, highcost place to do business.

| wish to, therefore, call upon the western world and OECD to change the negative perception
about Africa and to start seeing Africa as a partner and take advantage of the numerous
investnent opportunities in the continent.

You will be pleased to note that Zambia has been and continues to address such challenges by
putting in place policies and measures to improve the situation. For example, the Private Sector
Development Initiative togher with the Zambia Development Agency Act, are some of the
positive steps we have taken to improve the investment climate in the country. Major investments
which have come in the country include the Konkola Copper Mines (US $1billion), Lumwana
Copper Mins (US $ 1 billion), Chamishi Special Economic Zone (US $ 900 million), Zambia
Sugar PLC (US $195million), Lafarge Zambia (US $120million), to name but a few.

Under the Private Sector Devel opment Il nitiat
hasbeen doing a commendable job of identifying legislation and other factors that were perceived
as major constraints to doing business. For example, registration of business names and
companies now takes one to three days from about 72 days. The costgobdsimess is also

being lowered by minimizing subjective discretionally provisions that are prone to corrupt
practices and so forth.

In terms of market space under globalised trading systems, Zambia remains a committed member
of a free community of codnes and actively participates in regional economic integration
agenda.

This, Chairperson ensures open access and/or preferential treatment to:

(@) 14 member SADC countries;

(b) 19 member COMESA countries;

(c) duty free and quota free AGOA market;

(d)  ACP/Contonou Agrements provides for preferential access to the25 member
countries of the European Union; and

(e) double taxation treaties have been signed with a number of countries while others
are still under negotiations.

Why should worleéclass companies choose to inviestambia?

(@) stable macre&economic environment;

(b) strategic location as the centre of Southern, Eastern and Central Africa, surrounded
by eight neighbouring countries;

(c) attractive and competitive incentive packages for agriculture, tourism,
manufacturing, mimg, timber, textiles and energy sector;

(d)  abundant land, minerals, and natural resources;
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(e) attractive and competitive incentive packages for priority products as outlined in
the ZDA Act;

) preferential access to SADC, COMESA, AGOA and the European market;

(9) highreservoir of skills, low electricity costs and wages; and

(h)  full and unrestricted repatriation of profits and dividends.

At present, there are a number of foreign firms operating in Zambia from all over the world in all
sectors of the economy all tryintg create wealth and jobs and thereby contribute to economic
growth and development.

In concluding, Chairperson, | wish to take this opportunity to thank all the participants for
attending this important Roundtable Conference.

| am as keen as all of yda see to it that this Regional Roundtable Conference provides answers
on how best to strengthen the investments in the NEPAD member countries and also see to it that
all the countries implement the right reforms.

On a lighter note, just to remind allae visiting Zambia for the first time, as you may have
already noted, Zambians are welcoming and hospitable people. 1, therefore, wish to urge you to
find time from your busy schedule to mix with the local population and learn a bit more about our
culture and visit our tourism cites.

| now declare this Regional Roundtable Conference officially open.

The HonourabléMinister Felix Mutati of Zambia the HonourabléMinister Semakula
Kiwanuka of Uganda Prof Firmino Mucavele NEPAD Executive Head, Mr Mao
Amano,OECD Deputy Secretary General and other key players of the Roundtable
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WELCOME REMARKS

Prof. Firmino Mucavele, Executive Head, NEPAD Secretariat

The Honorable Felix Mutati, Minister for Commerce, Trade and Industry, Republic of Zambia.
Mr. Mario Amano, Deputy Secretary General of the OECD

Dr. Bernard Kouassi, Executive Director of the APR Secretariat.

H.E Prof. Semakula Kiwanuka, Minister of State for Finance, Planning and Development.
Distinguished Ladies and Gentlemen

| am delighted to be Ine in Lusaka for this regional roundtable on Strengthening Investment
Climate Assessment and Reform in African Countries. It is particularly fitting that this meeting is
taking place in Zambia, which has a strong record of active involvement in effgtsrtmte
Investment reforms and to strengthen the role of the private sector as an engine for economic
growth. | therefore wish to thank the Government and people of Zambia for their generous
hospitality and the excellent facilities that have been placedratisposal.

Let me, perhaps, pay particular tribute to the dynamic leadership of Minister Mutati, whose
example of commitment to support a private selgdrdevelopment strategy continues to inspire
us all.

| am also very glad that the OECD, whichaikey partner to NEPAD, is adequately represented
here by its Deputy Secretary General Mr. Amano, who | understand is on his first trip to Africa in
his new position. | wish him all the success.

NEPAD is pleased to be working closely with the OECD to mt@mnvestment reforms in

Africa, in the context of the NEPAD/OECD Africa Investment Initiative. It is our hope that this

I nitiative assists in supporting African go
roadmap, based on concrete measuresniproving their investment climate. And to further
strengthen African countriesdé own ca@enedty t
national reform agenda to improve the investment climate.

The presence of a broad range of senior policy nsaikem across the continent and from its
development partners in this roundtable is also a visible evidence of the emphasis that we all place
on overcoming the constraints facing private sector in Africa and improving the environment for
doing business.

Ladies and Gentlemen,

There is no region in the world where private investment is needed more than in Africa. Domestic
capital formation and international investment are drivers of development and crucial for
sustaining higher living standards. And indedtiere have been encouraging economic
developments in many African economies in recent years. Domestic investment has expanded
robustly and high output growth maintained. In terms of international investment, inflows have
reached record levels of 36 bilidJSD in 2006, which is double what it was in 2004; a trend that
will continue through out 2007. But unfortunately they remain predominantly in the resources
sector, concentrated in a small number of African countries and overall inflows still represent a
small fraction of global international investment. This gathering affords us with a unique
opportunity for dialogue on how to address these challenges.
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But more specifically, the Roundtable will give us an opportunity to follpon some of the
discussios that we have initiated last year in our meeting in Brazzaville. Especially with respect
to efforts to develop policy capacity building tools that will help African countries improve the
investment related content of the peer review process (APRM).

In doing so, we should be bold and ambitious in identifying the challenges as well as coming up
with viable proposals to address them. We should be able, | hope, to come out with a set of tested
guidelines on how to complete the investment climate contehieoAPRM questionnaire that is
available to countries that have acceded to the APRM, in order to support and strengthen their
capacity to implement investment climate reform. The objective is certainly to assist countries in
bringing out more saliently thgrowth agenda needed to realize the MDGs through the review
process.

| should also add that the NEPAD Secretariat is also working actively with African countries that
have undergone the review process to assist them in implementing their National pleti@nof

We are doing this by developing a capacity building framework that is aimed at supporting these
plans of action and by providing a platform where all stakeholders and partners can explore
opportunities to provide support. The work we are devetppantly with the OECD on the
investmentrelated content of the APRM would obviously feed into these efforts.

Ladies and Gentleman,

Another critical issue that we will be discussing during the course of our roundtable is the issue of
private sector involement in the Water and Sanitation sector and means of implementing reform
policies conducive to attracting investment for development in this sector, which is a key sector
for Africabés devel opment as highlighted by NI

As you may be aware, NEPAD has highlighted infrastructure as one of the key priorities that is
i mpeding Africabés devel opment. You may al so
this infrastructure agenda under the NEPAD Short Term Actian Bh Infrastructure (STAP);

our blue print for advancing regional infrastructure projects in Africa.

It is disheartening to note that Africa has the lowest drinking water and sanitation coverage in the
world, and estimates of the level of investment eeeid improve coverage, equivalent to US $

20 billion per annum over the next two decades are more than double current levels of investment
spending. Scalingp of resources to address this gap is obviously our key challenge.

In this regard, private sectanvolvement in this sector provides an important opportunity to
address the widening resource gap. Our discussions, thus, will help put the guidelines developed
by the OECD for private sector involvement in this sector, in an African context.

Ladies ad Gentlemen,

Let me conclude by emphasizing the important role of the Steering Group of the Initiative that
will hold on the siddine of this roundtable for the first time. This Steering Group will help a
great deal in giving strategic guidance to theiative based on regional as well as national
priorities. It will also assist us in disseminating the outcomes of these roundtables and ensuring
that it indeed assists African countries in enhancing their capacity.

In this context, allow me to make threeidh remarks on how we see the Initiative moving
forward.
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First, learning from the experience of African countries where progress has been made in
reforming the investment environment can serve as a basis for inspiring reform efforts in other
African counties, thereby contributing to regional development goals. We will continue to work
with partners to showcase and promote successful national investment reform programs that
African countries have undertaken through the NEPAD/OECD Africa Investment Vatiati

Second, it is critical that the Steering Group plays its envisaged role in promoting the initiative
and building ownership among by countries. We will do every effort from our side to support the
work of the Steering Group. But we will also encourageintries and Regional economic
communities to benefit from the opportunities afforded by this Initiative and proactively
participate in its activities.

Third, we will continue to focus on critical issues that we believe are of concern to African
countriesin improving their investment climate and solicit the support of our partners in assisting
countries in addressing these challenges.

Ladies and Gentelemen,

| would like to reiterate that NEPAD remains strongly committed to the success of this Initiative
We shall therefore continue to work closely with our partners to help African countries and
Regional Economic Communities define their national and regional priorities on investment
reforms. Working together, we shall surely succeed in using privatstmgat to stimulate
growth and development in Africa.

| thank you for your kind attention and look forward to an exciting and engaging exchange of
views.

(From left) Mr Siazongo Siakalenge, Director of the Ministry of Commerce, Trade and
Industry & Zambia, Dr Bernard Kouassi, Executive Director, APR Secretariat, Prof
Firmino Mucavele, Executive Head, NEPAD Secretariat and Mr Mario Amano, Deputy
Secretary General, OECD
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