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Notice

The findings, interpretations, and conclusions expressed in this work are those of the
author(s) and do not necessarily reflect the views of the World Bank Group, or the
governments of the countries which they represent. The information in this work is not
intended to serve as legal advice. The World Bank Group does not guarantee the
accuracy of the data included in this work and accepts no responsibility for any
consequences of the use of such data.

Versioning

This version is adapted from the internal report “Review of World Bank Group Support to
Structured Public-Private Dialogue for Private and Financial Sector Development”
commissioned by the IFC and released for internal distribution only in March 2009. This
present edited version aims to make findings available to public-private dialogue
practitioners outside the World Bank Group as well. This present version is dated April
2009.

Rights and Permissions

The material in this work is copyrighted. Copying and/or transmitting portions or all of this
work without permission may be a violation of applicable law. The sponsors of the work
encourage dissemination of its work and will normally grant permission promptly.

For permission to photocopy or reprint any part of this work, please send a request with
complete information to the Copyright Clearance Center, Inc., 222 Rosewood Drive,
Danvers, MA 01923, USA, telephone 978-750-8400, fax 978-750-4470,
www.copyright.com. All other queries on rights and licenses, including subsidiary rights,
should be addressed to the World Bank Group.
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Review of World Bank Group Support to Structured Public-Private Dialogue
for Private and Financial Sector Development

Executive Summary

1- World Bank Group-sponsored structured dialogue partnerships are
implemented in 30 countries®

“Public Private Dialogue” refers to the structured interaction between the public and
private sectors in promoting the right conditions for private sector development,
improvements to the business climate, and poverty reduction. It is about stakeholders
coming together to define and analyze problems, discuss and agree on specific reforms,
and then working to ensure that these ideas become a reality.

World Bank Group (WBG) supported Public Private Dialogue (PPDs) operate in 30
countries and are divided into the following typologies:

e IFC-sponsored Public Private Dialogue initiatives, mostly in Asia and Africa,;

 World Bank-sponsored Presidential Investors’ Councils in Africa;

 World Bank-sponsored Convergence Special Project Initiative (SPI) financial sector
initiatives, operating in Romania and Albania and now expanding elsewhere;

Although there are some operational differences, these three platforms typically share a
common structure including the operation of Working Groups, a higher level governance
body, and an administrative support entity commonly referred to as a Secretariat.

2- Reforms processed through PPD mechanisms span the entire FPD spectrum

PPD activity is highly diverse, with some PPDs focusing on cross-cutting investment
climate issues, other PPDs focusing on sector-specific issues, other PPDs addressing
both, and pronounced differences by region. The explanation for this diversity in focus is
partly due to the fact that PPD activity is driven by country demand, and is fully
integrated in the WBG’s support for a particular country. In the vast majority of cases,
PPDs have been an entry point through which to implement broader and more ambitious
programs focused on improving the investment climate..

3- The PPD network can be associated with about 400 reforms and $400 million in
private sector savings in the past 5 years.

PPD has been profoundly useful for the WBG as a tool to facilitate the introduction of
several of its reform service packages, and PPD’s application has elevated the WBG's
credibility as a contributor to and catalyst of reform vis-a-vis governments and investors
alike.

In total, WBG supported PPD activity has resulted in the implementation of
approximately 400 specific reforms embracing more than 50 distinct areas within the

! This study also looked at the World Bank sponsored Payments Systems initiative, which operates in 100 countries
worldwide. It was determined, however, that the initiative did not fit into the typology of PPD, given its heavy emphasis on
working with the public sector for reform. Therefore, it was decided to leave this initiative out of the review.
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financial and private sector development space. However, it should be pointed out that in
nearly all cases, while the reform may have been initiated within the PPD, the PPD has
not been the sole influence in the reform’s implementation. Impact assessments of a
fairly limited number of PPDs carried out to date indicate total net benefits generated of
over $400 million USD (private sector savings); this is testimony to the high value for
money that investment in PPD can generate. For an investment of between $100,000 —
200,000 annually per PPD, reforms within some PPDs have fundamentally transformed
the investment climate.

The PPD network has also generated a number of less directly quantifiable outcomes.
The dialogue process in and of itself has been a positive outcome for the reform
process. PPDs have opened communication and advocacy channels where before they
did not exist. Government has utilized PPD to improve its own coordination and
accountability. Trust between stakeholders and a willingness to engage have emerged in
countries with little history or track record of dialogue, or emerging from armed conflict.
All of these outcomes are important contributors to development and to nation building.

There does not appear to be one particular PPD typology which has proven to be the
most effective; far more important is the approach to planning and delivery of PPD
activity. Three particularly influential factors in determining a PPD’s success are:

< the political will of Government to make reform happen;
» an efficient and effective Secretariat as the dialogue’s “engine”; and
e the selection of Working Group participants.

All of these factors are evident in the high performing PPDs which are found in Vietham,
Cambodia, Laos, Romania, Albania, Uganda, Bangladesh and Liberia. The fairly new
Convergence SPI Program (in Romania and Albania) has delivered substantial
guantifiable benefits for the banking sector and the economy. Much can be attributed to
its meticulous approach to Working Group membership, issue selection, development of
Secretariat staff, and strong analytical emphasis. Particularly noteworthy are its rigorous
approach to hiring and training the Secretariat, an effective transition in the Bank’s own
support role, introducing a culture of cost/benefit analysis, and precision in planning,
documentation and reporting.

4- As country-driven exercises, PPD pose special challenges to implementation
teams

PPD poses special challenges in developing countries and/or post conflict environments;
it is demanding on people’s time, must confront major attitudinal gulfs between
Government and the private sector, and is typically undertaken in countries where there
are huge institutional capacity shortages, strong political influences, and limited
commitment to reform. To make it work requires a real investment in institutions and
people. In that context, the capacity of some newly established PPDs to address
ambitious reform agendas is an emerging issue.

Success or failure of a PPD depends largely on the way PPD support programs are
implemented on the ground by IFC country teams, which are faced with large
operational challenges when it come to supporting a PPD on a day to day basis. Four
operational factors that appear largely missing across the entire spectrum of country-
based PPD activity are:
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e consistent use of evidence-based analysis and impact assessment;
e arealistic consideration of government implementation capacity;

e afocus on sub-national level reform; and

e outreach capacity and delivery.

The greater focus within PPD activity in recent years on process, structure and outcome-
orientation and M&E is a key advancement. This includes risk mitigation steps and
monitoring and evaluation techniques, which are helping to maximize the contribution of
PPD to economic reform. Knowledge management has been led by the BEE Business
Line of the IFC, which has issued over time a PPD handbook with implementation
guidelines, a number of standardized M&E tools, is maintaining a community of practice,
and has offered an annual PPD workshop, training and light advisory for the past four
years. The Convergence program has also issued a number of guidelines and tools,
with heavy implementation support from HQ, but those have only been deployed for two
initiatives so far (although it is expanding). These are welcomed developments but they
call for:

e more coordination;

e abroader reach (with some of the tools possibly made mandatory); and

e aquicker capacity to respond to country demand for advice and guidance.

It is especially urgent that the new evaluation tools put in place by the IFC to measure
outputs, outcomes and impacts of PPDs be made more broadly available for use by
each PPD activity within the WBG.

As opposed to KM, M&E and advisory support, the diversity in term of PPD funding in
the field is not a worry at this point. Funding is locally-driven as it should be, and thus
donor funding pool in support of PPD activity is becoming increasingly diverse,
particularly in Asia. There appears to be little overlap or duplication among Bank Group
sources of PPD support. In the financial sector, where the risks of duplication are
greatest, the expansion of the Convergence SPI Program into countries where the IFC is
already engaged in the sector has begun smoothly.

5- The WBG needs to manage PPD entry and exit strategies carefully

Progress has been slow within several African PPDs in moving from initial scoping to
implementation, raising questions about the adequacy of IFC support at the critical initial
stages of implementation, including the on-the-ground support of specialists. The
transfer of PPD management from IFC consultants to locals needs careful attention, the
hiring and training of Secretariats needs to be made more rigorous, and the level of
inter-Secretariat experience exchange could be elevated.

Although there is high stakeholder demand for continued IFC brokering of PPD, the
WBG is placing increasing emphasis on PPD exit strategies. The ongoing example in
Laos underlines the care required by the WBG in disengaging from PPD, in particular
the support required as part of the transition to a local host institution, and the risks to
the WBG's reputation if this is mishandled. How best to ensure continuation of the
“honest broker” function of PPD is a key practical concern of the disengagement issue.
The Build-Operate-Transfer model used by Convergence SPI can work but only to the
extent that enough capacity building investment is made early on in the initiative.
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Within PPDs there is some level of WBG support for private sector associations but no
consensus within the PPD community about the degree to which this direct support is
warranted. A more consistent application of a formal Advocacy Scoping exercise is
needed as part of initial PPD groundwork, and the PPD and BMO (Business
Membership Organization) Diagnostic Tools put forward by IFC needs to be consistently
utilized. A PPD baseline should be requested from any new PPD project.

The real opportunity for PPD within the WBG lies as a set of country-driven initiatives
supported by KM offering and technical advisory support to local teams. Such roles
should include:

o
o
o

o
o

(0]

More systematic scoping as part of PPD groundwork

Field support to projects in need of design, re-engineering, M&E advice
Greater investment at the initial implementation stage including capacity
building for business membership organizations

Maintaining and ideally expanding the community of practitioners
Issuance of operational good practice and better coordinated
implementation frameworks

A redesign of the Evaluation Wheel to ensure appropriate weighting on
the most critical factors determining a PPD’s success.

Implementation and funding for single PPD initiatives should remain country-based, and

focused on:

OO0OO0OO0O0Oo

Initializing the PPD process

Funding and staffing the PPD initiative

Managing the day to day activities of the PPD

Building the capacity of local institutions and stakeholders
Linking the PPD to AS and investment opportunities
Managing exit strategies
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Study Objectives and Methodology

The present review focuses on WBG-sponsored platforms for country-level public-
private dialogue on financial and private sector development related policy issues,
including:

e IFC-sponsored Public Private Dialogue initiatives

 FPD- Africa sponsored Presidential investors’ Councils

e FPD-sponsored Convergence/SPI financial sector initiatives

The work was organized with the following objectives:

1) Inventory and map the current WBG-sponsored initiatives.

2) Assess the cost and benefits of such initiatives, including cataloguing their
specific and documented achievements, using basic indicators, including but not
limited to the number of reforms to which these initiatives significantly
contributed.

3) Offer a typology of the various modes of engagement and implementation of
such initiatives

4) Assess their sustainability, including entrance and exit strategies.

5) Assess the risks brought upon by those initiatives and what mitigation strategies
have been put in place, if any, to manage those risks.

6) Assess the level to which these initiatives are coordinated with other WBG
activities in the same country, and, at a higher level, coordinated with other
development partners’ activities in the same country.

7) Assess the level of global and regional support and guidance provided to those
these initiatives.

8) Based on the above, offer recommendations as to how the WBG Management
should consider or not supporting these initiatives going further, and what that
would entail in term of strategic decisions needed to be taken.

The study was co-financed by IFC’s Result Measurement Unit, headed by Geeta Batra,
IFC’'s Business Enabling Environment business line, headed by Pierre Guislain, and
IFC’s Access to Finance business line, headed by Peer Stein.

The independent evaluator for this study was Malcolm Toland. The overall study was
administered by Benjamin Herzberg (WB) with Shalini Sankaranarayan (IFC) covering
the financial sector dimension.

The consultant was tasked to perform the following tasks:

1) Desk study: Collection and analysis of all internal supporting material as well as
external documentation related to the activities of the initiatives under review.

2) Interviews with stakeholders: The consultant developed a standardized interview
template and conducted interviews with relevant stakeholders.

3) Field work: The consultant directly assessed the PPD initiatives in Albania,
Uganda and Sierra Leone.

4) Report writing: The consultant wrote the report summarizing the findings and
recommendations, answering the questions mentioned above and under the
editorial guidance of the study coordinators.
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The consultant wishes to thank all the interviewees and stakeholders who participated
actively or provided information for this study. Firstly to Mr Luigi Passamonti, Head of the
World Bank Convergence SPI Program and Ms Ramona Bratu, SPI Regional Operations
Director for organizing a visit to Albania to see first hand the SPI Convergence financial
sector reform program in action, and for their generous time, ideas and vision. Also to
Ms Anuela Ristani and Ms Elona Bollano of the SPI Albania office for arranging the week
of meetings and making available SPI documentation. Thanks also goes to Mr James
Brew of the IFC for sharing numerous insights gained from his long experience in
managing and advising on public private dialogue. The meetings held with Dr Maggie
Kigozi and her staff in the Uganda Investment Authority (UIA) provided valuable
information on the Uganda Presidential Investors’ Roundtable. Other useful ideas,
lessons and suggestions emerged from discussions with numerous PPD practitioners
around the world including Mr Massimo Cirasino and Mr Mario Guadamillas, Ms Lili
Sisombat in Cambodia, Ms Pham Lien Anh in Vietnam, Mr Greg Elms and Mr Lugyan
Tamanni in Aceh (Indonesia), Ms Maha Hussein in Pakistan, Mr Roger Handberg and
Mr Sayef Qayyum in Nepal, Mr Shihab Ansari Azhar in Bangladesh, Mr Ivan Nimac in
the Pacific, and the Africa based contingent of Ms Mary Agboli, Mr Wil Bako Freeman,
Mr David Bridgman, Ms Ida Wanendeya, Mr Julien Haarman and Ms Sarah Kitakule.
Also an acknowledgment to the numerous stakeholders met in Sierra Leone as part of
an earlier review of the Sierra Leone Business Forum, the results of which have been
summarised in this analysis.
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1 Introduction

This study aims to measure the results and effectiveness of the current stock of country-
level Public Private Dialogue (PPD) Forums sponsored by the World Bank Group (WBG)
which focus on private sector development and financial sector policy issues. The
assessment looks at the different implementation modes used and their associated risks,
the degree of coordination with other WBG and development partner activities in the
same country, and the level of global and regional support and guidance provided to
these initiatives.

“Public Private Dialogue” refers to the structured interaction between the public and
private sectors in promoting the right conditions for private sector development,
improvements to the business climate, and poverty reduction. It involves diagnosing,
designing, implementing and monitoring reforms. Although dialogue between the
government and private sector aimed at improving the investment climate can take many
forms, what all these forms have in common is giving formal structure and expression to
the common desire of businesses and governments to create conditions in which the
private sector can flourish. Their core value is twofold: governments that listen to the
private sector are more likely to design credible and workable reforms, while
entrepreneurs who understand what a government is trying to achieve with a reform
program are more likely be constructive and supportive. Dialogue helps to reveal to
governments the likely micro-economic foundations for growth, but it also creates a
sense of ownership of reform programs among the business community which makes
policies more likely to succeed in practice.?

A more practical definition of PPD is probably as a “structured mechanism” into which
the machinery of government and the private sector are pulled®. It is about public-private
sector engagement for designing, enacting and implementing policy reforms, and
building trust as a by-product of that engagement. Its formality lies in the establishment
of technical discussion fora, known as Working Groups, which meet regularly to hash
through issues, problems, and possible solutions and then agree on specific
recommendations. A higher level structure known as a Governing Board or Committee
or Task Force acts as a conduit through which to validate the efforts of the Working
Groups and take the issues to Government to lobby for their implementation.
Coordinating all of this activity is an administrative support body commonly referred to as
a Secretariat, generally designed as a neutral entity or “honest broker” focused on
keeping every actor within the PPD informed, prepared and productive.

2 The Public Private Dialogue Handbook: A Toolkit for Business Environment Reformers, by Benjamin Herzberg and
Andrew Wright, DFID/World Bank/IFC/OECD.
% From discussion with Mr James Brew, IFC PPD expert.
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Figure 1: Public Private Dialogue: Typical Structure
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11 Understanding the PPD Dynamic

The operation of a PPD Forum can be misleadingly simple; the truth is that this is awfully
hard work, and where progress can often be extremely slow. Identifying and consistently
bringing the right people to the table and ensuring a technically rigorous discussion
involving a free exchange of ideas requires openness, objectivity, commitment,
analytical rigor, trust, communications, information, political acumen, and a genuine
belief that change is possible and that stakeholder inputs can actually make a material
difference. In countries which have little or no experience with open dialogue or
transparent decision making, let alone countries which have just emerged from major
conflicts that left behind profound physical, financial, sociological and psychological
scars, this is a precious set of commodities. Also precious is the range of skills required
in a Secretariat to continually merge people and issues, forge consensus, actively
network, avoid political minefields, build trust, and keep decision makers accountable.
As Pham Lien Anh, Coordinator of the Vietnam Business Forum says, “you need to use
contacts and relations, keep in touch closely with stakeholders, show them good
facilitation, and build trust. Only then will they come to you for assistance”. And on top of
all of this is the risk of major internal strife, such as in Chad, which can tangibly derail
PPD efforts and WBG engagement. James Brew, who has run PPD Forums in Africa
and currently advises on them, recalls from his experience that “not everyone wants to
do the administrative work. It's tough to even get people to come to the table; you need
to be a little pig-headed to get them to engage”.

What PPD really is about is Change Management. This is reflected in the approaches
that parties learn in coming together to define and analyze problems, discuss and agree
on specific reforms, and then work to ensure that these ideas become reality. It is
heavily process-driven and the success or failure of the PPD often lies in the detailed
process through which proposals are elaborated by working groups. Much must be
learned, the process can be extremely political, and is demanding on people’s time —
both the voluntary time of the private sector and the formal administrative time of
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government. PPD typically takes place in environments where massive gulfs between
the Government and the private sector in perceptions and attitudes are common, and
where there is little consensus, huge institutional capacity shortages, strong political
influences, and limited commitment to reform*. To make it work requires a constant
presence in the early stages and an investment in institutions and in people.

World Bank Group supported Public Private Dialogue (PPDs) can be divided into the
following typologies:

IFC-sponsored Public Private Dialogue initiatives, mostly in Asia and Africa;

World Bank-sponsored Presidential Investors’ Councils in Africa;

World Bank-sponsored Convergence Special Project Initiative (SPI) financial sector
initiatives, operating in Romania and Albania and now expanding elsewhere.

IFC-Sponsored Public-Private Dialogue (PPD) initiatives

P OO~NOOIT WNE

Aceh
Bangladesh
Belarus
Cambodia
Chad
Cameroun
Central African Republic
Ethiopia
Laos

Liberia
Nepal
Pakistan
Rwanda
Sierra Leone
North Sudan
South Sudan
Timor Leste
Tonga
Vanuatu
Vietnam
Zambia

World Bank-Sponsored Presidential Investors Advisory Councils (PIACS) in Africa

22
23
24
25
26

Mauritania
Ghana
Mali

Benin
Senegal

4 Many of the African countries where the IFC has committed resources to PPD typify this situation. The South Sudan
example is particularly stark; Ida Wanendeya, Short Term Consultant for PPD in South Sudan, highlights the almost total
absence of structure and systems when the Comprehensive Peace Agreement was signed, the diversity among the wide
array of displaced Sudanese returning home, complex tribal dynamics, and the largely underdeveloped private sector
together as factors making the implementation of PPD activity daunting. This mix of extreme political, cultural and
economic challenges is no doubt a major contributing factor to why the time lag between initial discussions on PPD with
government to meaningful delivery of PPD outputs is stretching over 2-3 years and counting.
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27 Uganda
28 Tanzania

World Bank-Sponsored Convergence Special Project Initiative (SPI)
29 Romania
30 Albania

1.2 Outcomes and Impacts of PPD

In total, Bank supported PPD activity can be associated with the implementation of
approximately 400 specific reforms embracing more than 50 distinct areas within the
business enabling environment. However, it should be pointed out that in nearly all
cases, while the reform may have been initiated within the PPD, the PPD has not been
the sole influence in the reform’s implementation.

A formal impact assessment carried out on the Mekong PPDs indicated a total
measurable economic impact (as expressed by private sector savings from reform with
which the PPDs are associated) of $309.8 million USD, or $291 of private sector savings
for each dollar invested in PPD advisory service by IFC (this number discounts for
private sector dollar-equivalent input into the process, which exceeds, yearly, the
budgetary input by the IFC)°.

The financial sector-focused Convergence SPI platform in Romania and Albania has
associated benefits within its first two years of operation in excess of 100 million USD®. A
multi-stage and participative impact assessment and cost-benefit process was applied to
assess the SPI Romania 2007 program’. This stakeholder assessment estimated that
SPI-sponsored reforms resulted in $393.6 million in gross additional income, increase in
lending volume and equity relief

The clearly positive returns from structured dialogue in these countries as well as in
Bangladesh, Liberia, and Uganda are testimony to the high value for money that
investment in PPD can generate®. For an investment of between $100,000 — 200,000
annually, reforms emanating from and associated with some of these PPDs have
fundamentally transformed the investment climate.

PPD activity can be classified into two distinct categories: the first are the PPDs which
have been operating for several years and have reached a level of relative maturity (the
Mekong PPDs and some of the Africa PIACs); the second category of PPDs are those
which are completely new, and/or still in the process of being organized. This dichotomy

® Impact Assessment of the Public-Private Dialogue Initiatives in Cambodia, Lao PDR, Vietnam, IFC, Result Measurement
Unit, April 2007. See details of calculations in Annex 2.

® Much of this impact comes from the SPI Romania Program given its longer duration. The SPI Secretariat's impact
assessment addresses income streams (reflected as gross additional income, equal to cost savings plus income from
additional lending), increase in lending volume, and equity relief. SPI has also applied a NPV of the estimated future
impact of its reforms over a 5 year period. Regarding SPI Albania, the impact of the change in the civil procedural code is
estimated to be USD 4m in the first year and USD 24m over 5 years.

" Involving a local expert panel over a two-month period and a two day engagement of approximately 75 experts from 14
banks and 8 public institutions.

® PPDs outside the Mekong are considered by this study to have brought about $100 million in private sector savings. This
estimation is extremely conservative, given that the Mekong PPDs were calculated to have resulted in $309 million over a
sample of 12 reforms. Total private sector savings is hence evaluated at $400 million over the past five years for all PPDs,
but could possibly be two or three time that amount. Unavailability of data drives nonetheless this study to limit benefits at
$400 million.
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prevents the carrying out of a rigorous benchmarking analysis of the PPD network. A
review of the research shows that new evaluation tools put in place by IFC to measure
outputs, outcomes and impacts of PPDs are not yet sufficiently used by each PPD
activity. In addition, the two formal independent evaluations (2005 Africa Investors
Councils and 2007 Mekong PPDs) need to be complemented by others on a more
systematic basis as there a considerable imbalance in outputs within the PPD network.
For instance, the Ghana PIAC had scored many achievements up until 2006 and the
Uganda PIAC continues to chalk up successes, but the impact of these efforts have not
been adequately quantified; in fact the last time that the PIAC platform as a whole was
formally reviewed was nearly 4 years ago.

There are few if any PPDs in what can be considered an “intermediate” stage of
operation. The total output from PPD activity to date has therefore been largely
concentrated within a fairly small number of PPD initiatives. It is important to note,
however, that certain country-specific PPDs within each of the three platforms listed
above have all managed at least a moderate level of output, and in general there does
not appear to be one particular type of PPD platform that has proven to be most
effective. We will see later that it is the approach to delivering the PPD that matters
much more than typology.

The diversity of outputs achieved by some of the PPDs is worth highlighting. The
Vietnam Business Forum has influenced the achievement of approximately 150 reforms
embracing more than 20 themes — an unmatched level of achievement - including
taxation, labor, banking and capital markets, technology transfer, import-export
procedures and infrastructure. The Cambodia Government-Private Sector Forum has led
to about 100 reforms in the past five years. PPD activity in Laos has supported reform in
mining, tourism, taxation policy and intellectual property. The Bangladesh Better
Business Forum has impacted reforms in skills development, SME taxation and banking,
women entrepreneurship and environmental protection. Liberia’'s PPD efforts have
addressed microfinance and administrative reforms for business start up. Zambia has
focused on licensing reform in four sectors so far with more to come. PPD in Uganda
has generated reforms in agriculture, mining, energy, ICT and education among other
areas, while PPD in Ghana has achieved impacts in land and labour. By itself, the PPD
in Cambodia is focusing on approximately 130 different issues within its 8 working
groups. This contrasts with Zambia’s singular focus on licensing, and Belarus’ singular
focus on administrative procedures.

A comparison of the number of reforms of the various PPDs is presented below.
Reforms are defined here as the “number of recommended
laws/regulations/amendments/codes enacted”, as well as the “number of recommended
procedures/policies/practices that were improved or eliminated”. The table below is
conservative. It only includes reforms that have been already fully implemented. It
excludes reforms whose implementation is still in progress or only an intention. Results
are dependent on the quality of data provided by the respective PPD teams to the
evaluator. In some cases, a low reform count might mean that poor information was
provided rather than demonstrating poor results.

It must be noted that data collection from some of the PPDs was difficult, particularly in

understanding the full range of issues or outcomes that they have influenced and/or the
degree to which the reform had been implemented.
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PPD Typology Year NUMBER OF REFORMS
Established
High (more Moderate Marginal None
than 15) 5-14 (1-5 (no
Outcomes) outcomes) | outcomes)
IFC PPD Forums
Aceh 2008 0
Tonga 2005 3
Vanuatu 2008 0
Timor Leste 2008 0
Nepal 2008 0
Vietnam 1997 150
Cambodia 1999 100
Laos 2005 6
Bangladesh 2007 17
Pakistan 2008 0
Cameroun 2008 0
Central African Rep. 2007 0
Rwanda N/A N/A
Chad 2008 0
Ethiopia 2008 0
Sierra Leone 2007 2
Liberia 2007 21
Zambia 2007 1
North Sudan 2007 0
South Sudan 2007 0
Belarus 2007 1
Presidential Investors
Advisory Councils
Africa
Uganda 2004 35
Ghana 2002 18
Mauritania N/A N/A
Mali 2004 5
Benin N/A N/A
Senegal 2002 10
Tanzania 2002 5
SPI Financial Sector
Initiative
Romania 2007 10
Albania 2008 2

Types of Issues Addressed by PPDs

The issues being addressed by PPDs tend to be either cross cutting in nature (i.e.
issues which affect the entire private sector regardless of sector or size or location) or
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issues affecting individual sectors only. There are several reasons for this divergence,
including the local political context, the history of public-private engagement, the degree
of influence of the World Bank in the organization of working groups and its stake in
particular topics or sectors. What is interesting are the major differences by region in
terms of PPD thematic focus:

e PPDs in Asia Pacific countries tend to focus on cross-cutting issues, consistent
with broader business enabling environment reform programs;

* PPDs in the Mekong focus almost exclusively on sector specific issues;

* PPDs in Africa (to the extent that Working Groups have been established) tend to
focus on both types of issues with somewhat greater emphasis on cross-cutting

issues.

The most common sector-specific issues being addressed by PPDs are as follows:

Sector Number of Country Specific PPDs
Financial 11
Infrastructure 10
Agriculture 7
Tourism 6
Manufacturing 5
Trade 5

The most common cross-cutting themes (by number of PPDs) are as follows:

Type of Reform

Licenses, permits, registration

Taxation
Legal and regulatory
Business start up

Administrative procedures/processes
Labour/HR/skills development

Contract enforcement

NWhAPMOOO

Themes of Working Groups Established and/or Operating, by Country of PPD

Predominantly Cross Combination of Cross Predominantly Sector
Cutting Cutting and Sector Specific Specific
Belarus Bangladesh Aceh
Cameroun Ghana Cambodia
Central African Republic | Liberia Laos

Chad Pakistan Nepal
Senegal Timor Leste North Sudan
South Sudan Vietham
Tonga Uganda
Vanuatu SPI Romania
Zambia SPI Albania

Working Group Diversity
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Aceh

Agribusiness

Tourism

Trade

Regulation

Bangladesh

Business finance

Infrastructure

Business entry and operations

Macroeconomic policy

Skills development

Belarus

Administrative procedures

Cambodia

Law, tax and governance

Export and trade facilitation

Services — banking and finance

Tourism

Manufacturing and SMEs

Agriculture and agribusiness

Energy and infrastructure

Industrial relations

Cameroun

Business registration

Tax administration

Debt recovery

CAR

Business registration

Trade licenses

Operating licenses

SME taxation

Chad

Business entry

Taxation

Enforcement of contracts

Cross border trade

Ghana

Financial sector

Labour

Civil service/customs

Land

Agriculture and agribusiness

Laos

Energy and mines

Services and trade

Manufacturing

Tourism

Liberia

Legal and regulation

Infrastructure
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Administrative processes

Institutional development

Trade and export promotion

Nepal

Agriculture

Infrastructure

Manufacturing and exports

Financial services

Tourism

Pakistan

Tax reform

Doing Business indicators

Infrastructure

Agribusiness

Senegal

Administrative procedures

Finance and taxation

Infrastructure, land, production

Human resources

SPI Albania

Financial sector

SPI Romania

Financial sector

Sudan North

Agriculture and livestock

Banking and finance

Construction and transport

Commerce and trade

Law and governance

Manufacturing/industry

SMEs

Sudan South

Financial sector

Tax policy and administration

Infrastructure

Land

Skills development

Legal and regulatory

Timor Leste

Administrative barriers

Financial services

Tonga

Business start up

Licenses, permits, inspections

Immigration

Fisheries

Uganda

ICT

Agriculture
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Education

Infrastructure

Regulatory environment

Tourism

Mining

Vanuatu Business start up

Contract enforcement

Investment law and promotion

Labour

Vietham Banking

Capital markets

Manufacturing and distribution

Infrastructure

Tourism

Education and training

Mining

Zambia Licensing

The explanation for this diversity in focus is partly due to the role and position of PPD
within the WBG's support for a particular country. In the vast majority of cases, PPDs
have been a tool, or an entry point, through which to implement (and ideally make more
credible) broader and more ambitious donor/Bank programs focused on improving the
investment climate. PPDs have also served as a window of opportunity through which
the World Bank Group is able to promote and implement a range of its investment
climate reform “products”, including the Doing Business Indicators, the WB’s Financial
and Private Sector Development (FPD) products, or IFC’s Better Business Environment
(BEE) Business Line products, such as regulatory simplification, industry-specific BEE
products or trade logistic ones, and the IFC’'s Access to Finance (A2F) Business Line
products such as microfinance, credit bureaus and secured transactions. Several PPDs
(including Timor Leste, Tonga, Liberia and Cameroun) acknowledged the value of
utilizing PPD to support IFC’s broader work programs. As one person interviewed put it,
“IFC’s strength lies in its ability to combine its horizontal cross-cutting PPD expertise and
its vertical BEE product-specific expertise”.

There are several exceptions to this model, including: (i) the dominance of sector issues
within the Mekong PPDs; (ii) the movement away from a donor-driven agenda within the
Sierra Leone Business Forum; (iii) the efforts in Timor Leste and Southern Sudan, as
well as Romania and Albania to ensuring full local stakeholder control over defining and
prioritizing issues; and (iv) the emergence of a sector-specific agenda in Nepal. The
principle being followed here is to let the market decide.

But even in the PPDs not cited here, there is always emphasis on local ownership and
local decision process to determine the working group structure. However, since PPD is
not always the entry point to the private sector program in the country, but often a tool
put in place to facilitate the implementation of such program, the PPD structure tends to
follow the lines of the pre-existing WBG program in countries where they exist. A PPD
can for instance be proposed to government and private sector actors as a means to
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engage on concrete proposals to reform the areas pointed to by the Doing Business
Report. In such a case, the Working Group structure is likely to follow the lines of the
Doing Business indicators, and those of the BEE Business Line (Business Entry,
Business Operation, SME Taxation, Trade Logistics, etc.).

There are benefits to the fact that the agenda is somewhat mapped to BEE products.
These reform areas are the early quick wins, and such issues can be addressed at a
relatively low cost by governments (which is why they are BEE products in the first
place). Wil Bako Freeman, who coordinates the Liberia Better Business Forum, explains
that “the Doing Business indicators survey is a key driver and source of low hanging
fruit”. Experience in many countries shows that regulatory reforms start off well with
issues such as business entry and operation, because it has direct impact on the
population, can be executed relatively rapidly, is more consensual, and generates
momentum for other issues. Of course, the ability of the IFC to provide advisory service
to PPD Working Groups will only happen if IFC has that product expertise, but that does
not mean that no other working groups are created.

An issue here is not so much the dynamics influencing the choice of issues but how
extensive is the range of initial issues identified and whether there is adequate capacity
to take on such large menus, especially in countries with little or no policy dialogue
legacy. Several of the newer PPDs have set out ambitious agendas. In Cameroun, tax
reform and business start up are to be two of the three issues to be addressed at the
outset. The North Sudan PPD calls for up to 7 Working Groups to be created. The
Zambian experience with licensing reform — specifically the major level of effort
expended to date to move licensing reform only partially forward (and with an extremely
ambitious planned agenda extending beyond licensing) - highlights the challenges in
tackling cross cutting issues. It also raises the question as to whether PPDs would be
better off by focusing to a greater degree on sector specific issues as starting points —
given the successful track record of the sector approach in the Mekong countries,
Uganda and Romania.
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1.3 “Soft” Outcomes of PPD

The PPD network has also generated a number of “soft” outcomes, which although
difficult to quantify, have been significant as contributors to economic reform as well as
nation building. The dialogue process is seen in and of itself as a positive outcome for
the reform process since they did not exist before in several of the countries where
PPDs are now operating successfully. PPDs have opened communication and advocacy
channels where they did not exist before, as well as expanding pre-existing channels to
new groups, allowing reform issues to be considered, accelerated and successfully
processed by governments. In each country Government uses the PPD to improve its
own communication, coordination and internal accountability. These are important
achievements in post-conflict environments, where levels of trust and willingness to
jointly engage on reform of any kind have been low or nonexistent The demand driven
establishment of PPDs in several countries is a reflection of this commitment, as is the
effort of stakeholders to jointly engage in strife-torn and volatile countries such as
Southern Sudan, or in countries like Tonga with no prior history of PPD. The willingness
of the private sector in Lao to publicly voice its concerns, for example, is a remarkable
development in a country where this type of behavior has been considered either risky or
culturally inappropriate.

These so-called soft outputs are best illustrated by the way they sometime manifest
themselves, such as in the following examples:

e The PPD Forum in Cambodia having achieved a status equal to a Cabinet
meeting.

e The development in Sierra Leone, for the first time, of a genuine willingness to
engage in economic reform dialogue among public and private stakeholders.

e The commitment of the Government and the private sector in the Central African
Republic to co-fund the PPD.

e The development of a Code of Practice for the PPD Secretariat in North Sudan.

e The rapid transition to local management and financial ownership of the SPI
financial sector reform initiative in Romania.

e The introduction, within the SPI Program, of RIA as a standard analytical tool.

e The embedding of the work of the Presidential Investors Advisory Council in
Uganda into government decision making through establishment of a PIAC
monitoring committee chaired by the Prime Minister.

e The intention of the Chamber of Commerce to take over management of PPD in
Chad.

e The direct links established in Vietnam, Cambodia, Uganda and Nepal with donor
PSD activities.

e The surveys of banks conducted by the SPI Romania initiative.

e The innovative outreach and information campaigns being implemented in
Liberia and Zambia, and the extent of documentation and reporting in Zambia
about licensing reform.

e The annual survey of SMEs undertaken each year in Vietnam.
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2 PPDs: Organization and Operation
2.1 PPD Platforms

The various modes of engagement and implementation of PPD can be presented as
follows:

2.1.1 IFC-sponsored Public Private Dialogue

The format of IFC-supported PPDs is similar - structured dialogue between the public
and private sector involving mechanisms for both high-level engagement (a Forum which
meets on average every 6 months) as well as technical engagement (Working Groups,
typically composed of representatives of both the public and private sectors). All activity
is coordinated by an operational group commonly known as a Secretariat.

Among IFC-supported PPDs, some variances in structure can be found:

e Formation - Some PPDs have been created by Presidential Decrees, while
others have been established on the basis of MoUs signed by participating
parties including the IFC.

e Oversight — the main oversight body can either be a large populated “Forum”, or
a smaller number of senior officials within a “Task Force” or “Governing Board”.
The main difference among these bodies is the degree to which they openly
advocate to Government for implementation of the reforms recommended.

e Working Groups - In the more mature PPDs, Working Groups (WGs) are
supported by Sub Groups as way of breaking down an issue into more detailed
components, and/or Private Sector Working Groups which allow the private
sector its own space to develop its positions in advance of joint sessions. In the
less mature structures, joint WGs have not yet been created or do not meet
regularly.

e Location — the location of the Secretariat varies; it is often within a specific
Government Ministry, but can also be within a private sector institution such as a
Chamber of Commerce, directly within IFC offices, or independently. In
Bangladesh, the plan is to establish a separate Secretariat for each Working
Group.

e Government Coordination - A small number of PPDs have within their structure a
Government Coordinating Unit to act as liaison within Government to promote
reforms.

2.1.2 World Bank-supported Presidential Investors’ Advisory Councils (PIACS)

Presidential Investor Advisory Councils, which are based in Africa, were initially
established in 2002 and now operate in 7 African countries. The main purpose behind
the establishment of the Councils was to enable presidents and governments to engage
in dialogue with experienced business leaders in identifying obstacles to investment,
generating recommendations for concrete action, and reinforcing and accelerating
ongoing policy reforms to improve the overall investment climate. The Councils are
comprised of prominent business leaders and are chaired by each country’s President.
PIACs were established in response to requests from government leaders to provide a
direct channel of dialogue between investors and political leaders at the highest level, to
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bring to bear the perspective of international investors together with the knowledge of
local business and government leaders.

Like other PPD platforms, PIACs are also centered around a Forum, Working Groups
and a Secretariat. However, efforts are guided and strongly influenced by the direct
involvement of the country’s President, and the representation of the private sector is
much smaller, concentrated on a small number of business leaders both local and
international.

2.1.3 The World Bank-supported Convergence Special Projects Initiative (SPI)
Program

Launched in 2005 by the World Bank with support from Italy’s Ministry of Economy and
Finance, the Convergence Program SPI focuses on financial sector modernization®
through structured dialogue centered on micro regulatory financial sector reforms. It
retains the common PPD structure of a Secretariat, Working Groups and a higher level
oversight body. ™

Under a “BOT” concept (Build-Operate-Transfer), the aim of Convergence SPI is to help
authorities and market participants set up a partnership (SPI Platform) to prepare micro-
regulatory reform proposals based on “Better Regulation” analytical methods. The idea
is that local public and private stakeholders decide the program, including the scope of
activities to address and the engagement of international consultants, and where
unanimous agreement is required for all actions. Local stakeholders are also responsible
for SPI's sustainability; the plan is for local stakeholders to take operational and financial
responsibility for the SPI Platform after a two-year Convergence Program involvement.

SPI was initially launched in Romania and became operational there in September 2006.
Within a space of 15 months it was responsible for the full implementation of 10 reforms,
either legislative action initiated by the Cabinet or by MoF, or self-regulatory decisions
endorsed by the Romanian Bankers Association (RBA). By early 2008 SPI Romania was
fully owned by local institutions and nearly 100% financed by them. The Convergence
Program’s mandate, renewed in December 2007, ends in 2009. SPI has since been
launched in Albania (early 2008), is about to receive a mandate to start a Moldovan
operation, is in discussions with the European Banking Federation to operate SPI
Platforms in Eastern Europe, and is launching SPI Bangladesh, SPI Nepal and SPI Sri
Lanka.

2.2 PPDs: The Impact of Structure on Performance
2.2.1 The Evaluation Wheel

The PPD Handbook uses a tool called the “Evaluation Wheel” to visually evaluate
different aspects of a PPD. The Wheel addresses all 12 elements of the PPD
Charter'! considered as essential contributors to an effective PPD process, and is a

® Financial sector modernization is defined as the process of financial innovation and organizational improvements in the
financial system which: (i) reduce asymmetric information; (ii) increase the completeness of markets; (iii) increase
opportunities for agents to engage in financial transactions; (iv) reduce transaction costs and (v) increase competition.

1% |n December 2008 this reviewer spent one week in Albania to assess the SPI Albania financial sector reform program.

1 Charter of Good Practice in Using Public Private Dialogue for Private Sector Development, from the International
Workshop on Public Private Dialogue.
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tool that measures how well the Secretariat is performing tasks along the 12 key
processes:

Assessing the optimal mandate and relationship with existing institutions
Deciding who should participate and under what structure

Identifying the right champions and helping them to push for reform
Engaging the right facilitator

Choosing and reaching target outputs

Devising a communication and outreach strategy

Elaborating a monitoring and evaluation framework

Considering the potential for dialogue on a sub-national level

. Making sector-specific dialogue work

0. Identifying opportunities for dialogue to play an international role

1. Recognizing the specificities and potential of dialogue in post-conflict
or crisis environments

12. Finding the best role for development partners (aka donors)

RRoOoo~NoOrwNE

For each of the 12 aspects, a score between 1 and 10 is derived from indicators (each
aspect has 2 indicators, each with 2 data points, with a total of 24 indicators) and
presented on the Wheel. If a PPD were to have mostly high scores (i.e. near 10) for all
the aspects, the resulting Wheel depicted on the grid would be almost fully formed. In
contrast, a PPD with several scores low scores would have several gaps or significant
empty space depicted. This approach can help instantly spot possible problem areas or
aspects of a PPD which can be strengthened. The Evaluation Wheel also allows for
quick comparisons between PPDs, and for the PPD community as a whole can be a
valuable aid in tracking PPD dynamics over time.

The total score for a given PPD only reflects the effectiveness of the processes put in
place by the secretariat, and does not reflect on the result of the PPD in terms of reform
impact. However, there is a strong correlation between the organizational effectiveness
of the secretariat and the results achieved by a PPD.

It is important to note that the evaluation wheels were produced for this report based on
desk study and remote interviews for the most part. Hence the ratings are estimations
and are given in an indicative fashion. A more thorough analysis of each PPD would be
warranted if more accurate ratings were sought after.

12 The M&E framework for PPD and the Wheel excel-based tool, with detailed indicators, can be downloaded at
http://www.publicprivatedialogue.org/
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The order of performance of the PPDs in terms of average score for the 12 indicators is
as follows:

Country Year Total Score Average Score
Established
Cambodia 1999 94.50 7.88
Vietnam 1997 91.75 7.65
SPI Romania 2007 89.25 7.44
Laos 2005 88.75 7.40
SPI Albania 2008 88.63 7.39
Uganda 2004 81.25 6.77
Liberia 2007 78.00 6.50
Bangladesh 2007 75.00 6.25
Ghana 2002 72.00 6.00
Pakistan 2008 65.50 5.46
Zambia 2007 64.75 5.40
Belarus 2007 64.25 5.35
Sierra Leone 2007 60.50 5.04
Chad 2008 58.50 4.88
Tonga 2005 58.25 4.85
Vanuatu 2008 57.75 4.81
Aceh 2008 55.50 4.63
Timor Leste 2008 50.25 4.19
South Sudan 2007 39.50 3.29
CAR 2007 38.75 3.23
North Sudan 2007 37.75 3.15
Nepal 2008 37.25 3.10
Cameroun 2008 34.75 2.90
Ethiopia 2008 31.25 2.60

The Evaluation Wheels as developed are presented below. Only 24 wheels were
developed due to lack of data availability for a number of PPDs under scope.
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High Performers

VIETNAM

CAMBODIA

Mandate and Institutional
alignment:
1

. Structure and
Development Partners:, articipation:
Post-conflict—
reconciliation:

Champion(s) and
leadership:

and
role management:
Sectorspecific: Outputs:
" D Outreach and
SRS communication:
Monitoring:
Mandate and Institutional
alignment:
0 Struct d
Development Partners: fue yre an
participation:
Post-conflict — Champion(s) and

reconciliation:

Facilitation and

International role:
management:

Monitoring:

BANGLADESH

Mandate and Institutional
alignment:
1

Structure and

Development Partners:, articipation:

Post-conflict—
reconciliation:;

Champion(s) and
leadership:

Facilitation and

ok management:

Sectorspecific: Outputs:

Outreach and
communication:

Sub-national:

Monitoring:

SPI ROMANIA

UGANDA

SPI ALBANIA
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