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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 improve the investment related content of Africa’s peer review process 
(APRM) and to support implementation of investment climate reform policies, with a 
specific focus on the investment environment conditions conducive 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 will 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 conducive 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. 

 

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

 



 

 8 

 



 

 9 

 

PART 1. OPENING AND CLOSING REMARKS 
 

Co-Chairs‘ Summary ................................................................................................................................. 11 

The Honourable Felix Mutati, MP, Minister for Commerce, Trade and Industry, Republic of Zambia ... 15 

Prof. Firmino Mucavele, Executive Head, NEPAD Secretariat ................................................................ 19 

Bernard Kouassi, Executive Director, APR Secretariat ............................................................................. 22 

Mario Amano, Deputy Secretary General, OECD ..................................................................................... 24 

Siazongo D. Siakalenge, Director – Industry, Ministry of Commerce, Trade and Industry, Republic of 

Zambia ....................................................................................................................................................... 28 

 

 



 

 10 



 

 11 

CO-CHAIRS’ SUMMARY 
 

 

I- Introduction: 
 

This roundtable followed-up on the outcomes of last year‘s roundtable held in Brazzaville. The 

focus of the meeting was on the investment climate-content 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 water and 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 attended by a large 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 Climate-Content of the APRM: 

Country experiences were given on challenges relating to the investment climate-content of the 

APRM.  The following issues were raised in this regard: 

 The role that the APRM process can play in addressing investment climate bottlenecks was 

emphasized. There have been already positive follow-up 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.  

 The strengthening of the investment-related component in the APRM can create a culture 

of competition that has proven to be a very useful in encouraging reforms. 

 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.  

 The decision to review the self-assessment 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 how this review could be usefully informed by 

elements in the Policy Framework for Investment (PFI) framework. 

 Support to the APRM process and its outcomes should always be consistent with 

ownership by the countries involved.  

 

B- The Policy Framework for Investment (PFI):  

The discussion on the PFI centered on the development of a PFI Users‘ Toolkit and its application 

in Zambia, as a tool to support the completion of the investment climate-content of the APRM 

questionnaire. The following points were raised: 



 

 12 

 The PFI was welcomed, as a useful resource to support countries keen to improve their 

policies for investment. The „PFI toolkit project‟ was also welcomed as a way of providing 

practical and user-friendly policy guidance to support the effective application of the PFI. 

 In the development of the PFI toolkit a number of considerations were made: 

o It should include guidance that assists in enhancing public-private 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.  

 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 experiences and peer-learning (such as 

OHADA in West Africa).  

 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 the goal of ‗Africa being the most or the best reforming 

continent by a certain agreed date‘ could be considered in this regard.  

 

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

The discussion on private sector participation in the water and sanitation sector revolved around 

investment environment conditions and governance conducive to beneficial private sector 

involvement. The following points were made: 

 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 

implementation to improve private sector‘s involvement in infrastructure.  

 Water is a basic human need and has to be seen as a major industrial resource. Its limited 

access is a major human challenge as well as an impediment to business development.  

 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 OECD Principles for Private Sector Participation in Water and 

Sanitation Infrastructure. These new guidelines are based on a review of specific 

experiences supported by an information base –also presented at the meeting- on the extent 

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

 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 seen the emergence of new actors, such 

as the local and regional actors, and a growing recognition of small-scale private providers.  
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 Partnerships in the water and sanitation sector are multiple across the different 

stakeholders, including different layers of governments, 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. It also helps the relationships to adapt to constantly changing 

conditions. In this type of environment, negotiations are necessary and healthy.  

 Promoting transparency is a critical element in the relationship between the partners and in 

tackling corruption. 

 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 sanitation sector.  

 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 in Output Based 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 Pan-African Infrastructure Fund). However, 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 (CEO of NEPAD 

Secretariat) with Mr. Takeshi Yagi-Japan, as Vice-chair. The SG emphasized the importance of 

the Initiative working in partnership with other relevant organizations and initiatives while: 

 focusing only on areas which result in policy impact on the investment climate; 

 building capacity within the African region, and 

 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 where expressed 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.  

 

III- Way Forward: 
 

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

 

 A full report of the discussions will be prepared and sent to participants and posted on the 

NEPAD and OECD websites.  

 

 In addition, synthesis briefs will be prepared capturing 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 designated Electronic 

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 of the Lusaka Roundtable on Private Sector Participation in Infrastructure.  

 

 African countries' interest in using the PFI for: self-evaluation, public-private dialogue, 

and measuring progress will be followed-up and the results peer-reviewed and reported.  

 

 



 

 15 

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, Executive Director, APRM Secretariat 

Mr. Mario Amano, Deputy Secretary General of OECD 

Senior Government officials 

Distinguished Invited Guests 

Ladies and Gentlemen 

 

I wish, on behalf of His Excellency, Dr. Levy Patrick Mwanawasa SC, President of the Republic 

of Zambia, the Zambian Government and indeed the people of Zambia, to welcome you to 

Zambia and to this OECD – NEPAD Africa Investment Initiative, Lusaka Roundtable 

Conference. 

 

Chairperson, It is my honour and pleasure to officiate at this very important Regional Roundtable 

Conference jointly organized by the New Partnership for Africa‘s Development (NEPAD), 

Investment Committee of the Organisation for Economic Cooperation and Development (OECD) 

and the Government of the Republic of Zambia whose theme is ―Strengthening Investment 

Climate Assessment and Reform in NEPAD Countries‖. 

 

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 

Roundtable Conference sees the light of day. 

 

Allow me Chairperson to refer to the theme of this Regional Roundtable Conference entitled 

‗Strengthening Investment Climate Assessment and Reform in NEPAD Countries‘. This theme 

Chairperson is more relevant to many African 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 investment climate content of Africa‘s own peer review 

mechanism and African countries 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 OECD-NEPAD Africa in Brazzaville, 

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 2004. 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 growth by 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 extensive 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 roles they are 

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 the public 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 export-oriented production, 

local empowerment, private investment in infrastructure, and stronger public agencies. 

 

As you are all aware, Zambia belongs to two (2) regional economic groupings, namely, SADC 

and COMESA. Zambia is rich in natural resources that include vast agricultural lands, tourism, 

rich mineral deposits such as copper, cobalt, iron ore, manganese, gemstones such as emeralds, 

aquamarine and amethyst. It is also home to one of the seven (7) wonders of the world, the 

Mighty Victoria Falls. The point here should not only 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 players to devote 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 few companies 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, Zambia included. 

 

In the last four years, Zambia has been experiencing impressive economic turnaround, in which 

rising incomes are unleashing pent-up consumer demand for goods and services. Investors have, 

for example, started to dip theirs toes into places that saw little foreign investment in the past, but 

where the reform-minded New Deal Government is making inroads towards creating more 

business-friendly 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 investor-friendly 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 Conference to join Governments in 

Africa in marketing the continent as attractive investment destination, given that the continent is 

still perceived as a ―challenging market that no one would touch a few years ago. 
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What is equally important, Chairperson, after all is said and done, is translating opportunities into 

real investment, which require a measured assessment of the realities faced by investors.   

 

According to the World Bank‘s Doing Business Report for 2007, countries in Sub-Saharan Africa 

occupy 19 of the bottom 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 Sub-Saharan Africa continues to be perceived 

as a high-risk, high-cost place to do business. 

 

I 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 

investment 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 together 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 Mines (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 Development Initiative, a Working Group on ―Administrative Barrier‖ 

has been 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 cost of doing business 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 countries and actively participates in regional economic integration 

agenda. 

 

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

 

(a) 14 member SADC countries; 

(b) 19 member COMESA countries; 

(c) duty free and quota free AGOA market; 

(d) ACP/Contonou Agreements 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 world-class companies choose to invest in Zambia? 

 

(a) stable macro-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, mining, 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; 

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

(g) high reservoir 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 trying to create wealth and jobs and thereby contribute to economic 

growth and development. 

 

In concluding, Chairperson, I wish to take this opportunity to thank all the participants for 

attending this important Roundtable Conference. 

 

I am as keen as all of you to 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 all those visiting Zambia for the first time, as you may have 

already noted, Zambians are welcoming and hospitable people.  I, 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. 

 

I now declare this Regional Roundtable Conference officially open. 

 

 

 

 

The Honourable Minister Felix Mutati of Zambia, the Honourable Minister Semakula 

Kiwanuka of Uganda, Prof Firmino Mucavele, NEPAD Executive Head, Mr Mario 

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  

I am delighted to be here 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 efforts to promote 

Investment reforms and to strengthen the role of the private sector as an engine for economic 

growth. I therefore wish to thank the Government and people of Zambia for their generous 

hospitality and the excellent facilities that have been placed at our disposal.  

Let me, perhaps, pay particular tribute to the dynamic leadership of Minister Mutati, whose 

example of commitment to support a private sector-led development strategy continues to inspire 

us all.  

I am also very glad that the OECD, which is a key partner to NEPAD, is adequately represented 

here by its Deputy Secretary General Mr. Amano, who I understand is on his first trip to Africa in 

his new position. I wish him all the success. 

NEPAD is pleased to be working closely with the OECD to promote Investment reforms in 

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

Initiative assists in supporting African governments‘ efforts to develop an integrated policy 

roadmap, based on concrete measures for improving their investment climate. And to further 

strengthen African countries‘ own capacity to design, implement and advance a result-oriented 

national reform agenda to improve the investment climate.  

The presence of a broad range of senior policy makers from 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 indeed, there 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 billion USD 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 follow-up on some of the 

discussions 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, I hope, to come out with a set of tested 

guidelines on how to complete the investment climate content of the APRM 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 the growth agenda needed to realize the MDGs through the review 

process.  

I 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 plans of action. 

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 developing jointly with the OECD on the 

investment-related 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 involvement 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 Africa‘s development as highlighted by NEPAD through its infrastructure program. 

As you may be aware, NEPAD has highlighted infrastructure as one of the key priorities that is 

impeding Africa‘s development. You may also be aware, that water and sanitation is on the top of 

this infrastructure agenda under the NEPAD Short Term Action Plan on 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 needed to improve coverage, equivalent to US $ 

20 billion per annum over the next two decades are more than double current levels of investment 

spending. Scaling-up of resources to address this gap is obviously our key challenge.  

In this regard, private sector involvement 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 and Gentlemen, 

Let me conclude by emphasizing the important role of the Steering Group of the Initiative that 

will hold on the side-line of this roundtable for the first time. This Steering Group will help a 

great deal in giving strategic guidance to the initiative 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 three brief 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 countries, 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 Initiative.  

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 encourage countries 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 

countries in improving their investment climate and solicit the support of our partners in assisting 

countries in addressing these challenges.   

Ladies and Gentelemen, 

I 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 private investment to stimulate 

growth and development in Africa.  

I 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 of 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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WELCOME REMARKS 

 

Bernard Kouassi, Executive Director, APR Secretariat 
 

 

The Minister for Commerce, Trade and Industry, Republic of Zambia 

Other Representatives of the Zambian Government 

Member of the APR Panel of Eminent Persons  

Prof. Firmino Mucavele, CEO of NEPAD Secretariat 

Mr. Mario Amano, Deputy Secretary General of the OECD 

Focal Points of the APRM 

Representatives of National Governing Councils of the APRM  

Distinguished Ladies and Gentleman, 

 

 

It is my honour and privilege to welcome all of you to Zambia. I wish to express our deep 

gratitude to all of you for being able to join us to participate in this important workshop on 

Strengthening Investment Climate Assessment and Reform in NEPAD Countries despite your 

very busy schedules. We are immensely grateful to the host, the Zambian Government for the 

excellent arrangement and facilities. 

 

Investment is of crucial importance to Africa. The central role of private investment for growth, 

poverty eradication and sustainable development is now firmly established both theoretically and 

empirically. The potential for highly profitable foreign and domestic investment in Africa is 

enormous, but many investors remain unaware of the opportunities. Although Foreign Investment 

in Africa has been increasing in recent years, it still lags far behind the flows to other developing 

regions, in part because of the generally negative image of the continent portrayed in the 

international media. Africa's profitability is still perhaps an open secret. We genuinely hope that 

this Roundtable will assist African Countries in reforming the investment environment. 

 

Your Excellencies, permit me to give a brief update on the APRM process which is undoubtedly a 

key milestone in the continent's history of political and economic reforms. 

 

The APRM is now widely acknowledged as a success story. Currently, 27 countries are 

participating in it on a voluntary basis representing three- quarters of the African population. 

Several other countries are expected to join sooner or latter. Since its inception, Participating 

African countries have demonstrated their determination for the APRM to succeed and to be 

owned and driven by them. At the continental level, they have funded a substantial part of its 

budget (about 75 Percent). Indeed, African leaders are jealously guarding its ownership.  

 

As you may be aware, we have finalized the reviews of five countries, namely Ghana, Rwanda, 

Kenya, South Africa and Algeria, in that order since the inception of the APRM in 2003. The 

report on the country evaluation of Benin is at an advanced stage. Uganda and Nigeria are 

scheduled to receive country review missions in February 2008. The fact that only five countries 

have so far been peer reviewed seems to indicate that the mechanism is progressing at a very slow 

pace. We hope other countries, especially those that have received advance and support missions, 

will quicken the pace of the self-assessment processes, so that they too can join this enviable 

group of countries that have been peer reviewed. 
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Four years on, the APRM has won acclaim worldwide. To date, the review process which actually 

started in 2004 has commanded a lot of interest and has been embraced in a very positive way by 

African states that have signed up for it. The credibility of the APRM remains high with the 

reports so far delivered. It represents a bold new approach to governance in Africa.  

 

Earlier in the month (8-9 November 2007), the APRM in collaboration with the Algeria 

government, organised a workshop on streamlining and fast tracking the APRM process on the 

basis of experience sharing and peer learning. 

 

Over 100 participants from 13 countries that have already finalized or launched the process as 

well as our strategic partners (UNECA, UNDP and African Development Bank), NEPAD 

Secretariat and National Research Institutions participated. 

 

The workshop made concrete proposals on review of the processes and instruments of the APRM; 

revision of the questionnaire and design of prototype research framework; and design of 

monitoring and evaluation guidelines for reporting on national programmes of action.  The Panel 

is currently studying the Report of this very enriching workshop which a view to implementing 

the recommendations early next year. 

 

In conclusion, I wish the Roundtable every success in its deliberation. 
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WELCOME REMARKS 

 

Mario Amano, Deputy Secretary General, OECD 
 

 

Introduction and credits 

 

Honourable Minister Mutati, Professor Mucavele, distinguished guests, ladies and gentlemen it is 

a pleasure to welcome you to the second NEPAD-OECD Africa Investment Initiative roundtable. 

For me it is a major honour to participate in this important roundtable, not least because this is my 

first event in Africa since taking up my duties as Deputy Secretary General responsible for OECD 

development work.  

 

Over the next two days, our common aims are to test and vet policy capacity building tools that 

will help NEPAD countries improve the investment related content of Africa‘s peer review 

process and to support implementation of investment climate reform policies. We will also have a 

specific focus on the investment environment conditions conducive to attracting investment in the 

water and sanitation sector.  

 

The roundtable will address these questions drawing on two recent OECD tools designed to 

mobilise private investment in support of economic development. These are the Policy 

Framework for Investment – the most comprehensive multilaterally-backed approach to date for 

improving investment conditions – and the OECD Principles for Private Sector Participation in 

Infrastructure.  

 

Why Zambia? 

 

Ladies and gentlemen, we are here in Lusaka today, because the Republic of Zambia kindly 

offered to host this roundtable. My first duty, therefore, is to extend to your Excellency, OECD‘s 

sincere thanks for your personal interest in the roundtable and for the generous hospitality of the 

government and the people of Zambia extended to us. I also thank Mr Siakalenge and his staff in 

the Ministry of Commerce, Trade and Industry for their excellent collaboration and for all they 

have done to make this dialogue possible. 

 

It is also fitting that this roundtable on Strengthening Investment Climate Assessment and Reform 

in NEPAD countries takes place in Zambia. Zambia‘s macroeconomic fundamentals have 

improved considerably in recent years, with GDP growth averaging close to 6 per cent per annum, 

and inflation has eased to reach a single digit rate for the first time in about 30 years. That‘s a 

commendable performance. 

 

Zambia has also embarked on a vigorous reform programme aimed at attracting investment. A 

centrepiece of this strategy is the Private Sector Development Reform Action Plan and 

Implementation Framework, launched in 2005. It is designed to tackle Zambia‘s obstacles to 

private investment, such as regulatory uncertainty governing business licensing, customs and in 

the labour market, poor infrastructure, limited financial market development and corruption. It is 

an ambitious agenda and we pay tribute to you for that. 

 

Zambia‘s reforms in the water sector have also resulted in strong institutions, including the 

regulatory agency NWASCO, with good policy practices and a coherent strategy that position 

Zambia well to realise the water and sanitation related MDGs. 
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I look forward to learning more about these investment climate reforms and progress made in 

their implementation in Minister Mutati‘s keynote address.  

 

Why OECD investment co-operation with Africa is important? 

 

Let me now turn to why the NEPAD-OECD Africa Investment Initiative and its work in African 

countries are important to us at the OECD. The OECD‘s mandate is to promote economic growth 

and development in countries throughout the world. We encourage market-based economies 

supported by good governance and open and transparent investment policies.  

 

We do this by carrying out evidence-based analyses and policy dialogues, sharing experiences, 

developing policy recommendations and policy tools and instruments based on best practice, and 

monitoring countries through peer review. 

 

Dialogue with African countries has always been an important part of our work. And our 

partnership with NEPAD is important to us, because NEPAD shares a similar philosophy of 

building consensus for policy reform through dialogue. 

 

More specifically, the ultimate objective of the NEPAD-OECD Africa Investment Initiative is to 

foster sustainable growth, job creation and poverty reduction by mobilising investment and 

advancing private sector development in African countries. 

 

OECD experience and analytical work suggests that the most effective way to do this is to put in 

place the right framework conditions. These conditions include sound macroeconomic and 

regulatory policies, openness to investment and trade, non-distorting tax policies and an emphasis 

on advancing human resource development, through education, training and better population 

health. 

 

In practical terms then, the specific objective of the NEPAD-OECD Africa Investment Initiative is 

to translate the general principles of a conducive investment climate into concrete policy action 

and the development of investment climate reform programmes tailored to the specificities of 

African economies. We are doing this with NEPAD and others through the application of policy 

tools for practitioners, through advice on how to improve outcomes and through analytical work 

on comparable indicators and benchmarks. 

 

Determining how to move this agenda forward in specific countries and sectors is one of the 

responsibilities of the NEPAD-OECD Africa Investment Initiative Steering Group. The Steering 

Group was established following the Brazzaville roundtable and will hold its first face-to-face 

meeting in conjunction with this roundtable. I wish the Steering Group members well in fulfilling 

their important roles. 

 

I would also like to acknowledge the very strong African country and African organisations 

participating in the Steering Group. This demonstrates the interest in, and demand for the 

NEPAD-OECD Africa Investment Initiative. Hosting an Initiative roundtable event is another 

tangible commitment of support, and in this regard we would welcome expressions of interest 

from African countries to host a future NEPAD-OECD Africa Investment Initiative event. 

 

What do we hope to achieve during the roundtable? 
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Ladies and gentlemen, let me now turn to what we hope to achieve during this roundtable? 

 

Some of you here today participated in the first of our roundtables under the theme ―Mobilising 

Private Investment in Africa in Support of Development: Laying the Foundations for Sustained 

Progress‖ in Brazzaville last December. The Brazzaville Roundtable initiated a dialogue between 

the APRM Secretariat, other NEPAD actors and reform-oriented countries wishing a more robust 

investment dimension in the APRM. The Brazzaville roundtable also familiarised African 

countries with the PFI, and the Republic of Congo‘s Minister Moussa and other participants 

identified the water sector as a priority area for future work of the Initiative.  

 

Our roundtable today and tomorrow builds on these areas. They are also themes the G-8 

Heiligendamm Summit Declaration on Growth and Responsibility encouraged support for.  

 

Making the most of the APRM process for investment climate reform 

 

In more concrete terms our first task today is to exchange ideas on how the investment climate 

content of the APRM process can be strengthened. A lot has already been learnt from the 

experiences of African countries advanced in the APRM process. Today, we hope to extract from 

these experiences, practical and realistic suggestions on how to improve the investment climate 

content of the APRM.  

 

To make this happen, however, we all agree that the desire for change must come from within 

Africa. Ownership has become the defining paradigm for successful relationships between donors 

and partner countries. International declarations, national development strategies and donor 

programmes all see eye to eye: if a country does not ―own‖ its development policies – and the 

finance system that goes with it – then it will not reduce poverty or achieve sustainable economic 

growth. 

 

But often the appetite for change is not sufficient to realise change. Here OECD countries and 

multilateral organisations can play a facilitating role. Donor assistance, for example, can support 

implementation of investment climate reforms identified in each APRM country‘s National 

Programme of Action. The OECD has also developed, in partnership with many non-OECD 

countries, the PFI as a self-diagnostic tool. Today we will review guidance developed to support 

implementation of the PFI, and pilot and vet how well it assists African countries to complete the 

investment related questions in the APRM self-assessment questionnaire.  

 

What regulatory environment for beneficial private sector participation in the water and 

sanitation sector? 

 

The provision of water and sanitation infrastructure is the second theme of this roundtable. Water 

and sanitation is a sector in great need of investment in support of its development, yet it is the 

infrastructure sector least attractive to private investors. Sub-Saharan Africa has the lowest 

drinking water and sanitation coverage in the world. Estimates of the level of investment needed 

to improve coverage are equivalent to US$20 billion per annum over the next two decades. That is 

more than double current levels of investment spending. 

All efforts need to be harnessed. This is why the second broad objective from our roundtable is to 

identify the factors that are holding back private sector participation in African country‘s water 

and sanitation sector. For this, the roundtable will draw on the OECD Principles for Private Sector 

Participation in Infrastructure: a new policy tool to encourage private investment flows into major 

projects.  
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More specifically, our aim is to test draft practical guidance for governments wishing to engage 

the private sector in the development and management of water and sanitation infrastructure, 

derived from the OECD Principles and building on the experience of selected African countries. 

 

The results from our discussions will be timely in a broader context. One of my areas of 

responsibility at the OECD is a major project on ―Sustainable Financing to Ensure Affordable 

Access to Water and Sanitation‖. This project responds to the calls within the international 

community for: on the one hand strengthened efforts to ensure adequate provision of water 

services; and on the other hand improved management of freshwater resources. The results from 

Lusaka will contribute to the OECD Water Project findings, which will be delivered to the 5th 

World Water Forum in Istanbul in March 2009.  

 

In conclusion, ladies and gentlemen, the work before us over the next two days is challenging. 

But I am sure that the discussions, drawing on the depth of knowledge and expertise from the 

speakers and participants will result in creative and practical proposals that respond to the 

specificities of investment climate reform in African economies, and help to unlock Africa‘s huge 

investment potential.  

 

Finally, I would like to say how grateful we are to those who supported this roundtable. Without 

the financial contributions from Japan, Belgium and Germany this roundtable would not have 

been possible. 

 

I thank you for your attention. 
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CLOSING REMARKS 

 

Siazongo D. Siakalenge, Director – Industry, Ministry of Commerce, Trade 

and Industry, Republic of Zambia  
 

 

Chairperson  

Minister of State Present 

Prof. Firmino Mucavele, Executive Head of NEPAD 

Dr. Bernard Koussi, Executive Director, APRM Secretariat 

Mr. Mario Amano, Deputy Secretary General of OECD 

Senior Government officials 

Distinguished Invited Guests 

Ladies and Gentlemen 

 

I feel greatly honored to grace the official closing of this important Regional Roundtable 

Conference. 

 

Let me start by thanking you most sincerely for your tireless efforts made in coming up with 

concrete and practical recommendations to strengthening Investment Climate Assessment and 

Reform in NEPAD Countries at this OECD – NEPAD Africa Investment Initiative, Lusaka 

Roundtable. 

 

Chairperson, I wish to thank the New Partnership for Africa‘s Development (NEPAD), 

Investment Committee of the Organisation for Economic Cooperation and Development (OECD) 

and the Government of the Republic of Zambia for holding successful sessions of OECD – 

NEPAD Africa Investment Initiative, Lusaka Roundtable whose theme was ―Strengthening 

Investment Climate Assessment and Reform in NEPAD Countries‖. 

 

Similarly, I wish to also again thank the Governments of Belgium, Germany, Japan and the Africa 

Development Bank, ICF, UNCTAD, UNECA, IFC, to mention but a few for a job well done in 

ensuring that this Roundtable has become a reality. 

 

Chairperson 

Distinguished Invited Guests  

 

The purpose of the NEPAD-OECD Africa Investment Initiative is to foster sustainable growth, 

employment creation and poverty reduction by mobilizing investment and advancing private 

sector development in African countries.  

 

I am happy to note that the NEPAD-OECD Africa Investment Initiative objective has been 

achieved by bringing together all key stakeholders to discuss, broaden and deepen their 

understanding of the importance of having market-based economies supported by good 

governance, open and transparent investment policies through evidence-based analyses and policy 

dialogues, sharing experiences, developing policy recommendations, tools and instruments based 

on best practices in Africa. 

 

In that connection, please allow me to emphasize that this Regional Roundtable Conference has 

achieved its major objective of developing policy and capacity building tools that will help 
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NEPAD countries improve the investment related content of Africa‘s Peer Review Process 

(APRM) and to support implementation of investment climate reform policies, with a specific 

focus on investment environment conditions conducive to attracting investment for development. 

 

Chairperson  

Ladies and Gentlemen 

 

You may wish to recall that the first task of this Roundtable was to make the most of the APRM 

process for investment climate reform in terms of Self-Assessment, the National Programme of 

Action phases and the follow-up period. 

 

The Roundtable observed that although Africa has shown an improvement in the investment 

climate in the recent past, the continent still faces numerous challenges especially in infrastructure 

such as roads, energy and water. It has further been observed that the continent remains unknown 

to the outside world and still receives paltry FDI standing at 2.5 percent of the total FDI annually.  

 

It is worth-noting that linking local business people with bankable projects to prospective foreign 

investors was identified as a critical input in improving inflows of foreign investment and 

developing the local productive capacity.  

  

Chairperson 

 

It was worthwhile to note that the evaluation of the APRM Self Assessment questionnaire and the 

PFI User‘s toolkit yielded a lot of insights on the strengths and weaknesses of the instrument. 

However, it was noted that rather than supplant each other, the two documents should be seen to 

be complementary to each other and focus on specific investment climate issues as addressed in 

the PFI User‘s toolkit critical for measuring progress.  

 

It was also noted that the relevance of good governance tracking as emphasized in the APRM 

could not be underestimated. In addition, the questionnaire was interrogated and views exchanged 

regarding how best to improve it‘s content. 

 

Chairperson 

 

It was learnt with regret that sub-Saharan Africa has the lowest drinking water and sanitation 

coverage in the world and the water and sanitation sector has received very little investment.  

 

The level of investment needed to improve the sector is estimated to be around US $ 20billion per 

annum over the next two decades. 

 

 The Roundtable observed that the situation has been caused by various factors, notably, the 

unfavorable regulatory environment existing in most countries. It was observed that there is need 

to build partnerships among Governments, the Private Sector, cooperating partners and other 

stakeholders in order to develop the water and sanitation sector. 

   

Chairperson 

 

I have no doubt in my mind that this Regional Roundtable has come up with concrete and 

practical guidelines, suggestions and recommendations to the tasks that were put before it. 
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This Roundtable has indeed provided Zambia with an opportunity to interact, share ideas and 

learn more from other countries‘ investment experiences and reform programmes which will go a 

long way in improving the National Action Strategies.  

 

In conclusion, as a way forward: 

 

• a Chairs summary and a full report of the discussions will be prepared and sent to 

participants and posted on the NEPAD and OECD websites.  

 

• In addition, synthesis briefs will be prepared capturing the key messages from the 

background papers, as well as the discussions in the roundtable. 

 

• The focus for the Initiative 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 of the Lusaka 

Roundtable on Private Sector Participation in Infrastructure.  

 

• African countries' interest in using the PFI for: self-evaluation, public-private dialogue, 

and measuring progress will be followed-up and the results peer-reviewed and reported. 

 

Chairperson  

Distinguished Invited Guests 

 

Finally, I wish to take this opportunity to thank all the participants for attending this important 

Regional Roundtable. 

 

I have no doubt that this Regional Roundtable has provided the necessary answers on how best to 

strengthen the investment climate in the NEPAD member countries and I hope that all the 

countries will implement the right reforms according to their investment climate. 

 

On behalf of His Excellency, Dr. Levy Patrick Mwanawasa, SC, President of the Republic of 

Zambia, Hon. Felix C. Mutati MP, Minister of Commerce, Trade and Industry, the Zambian 

Government and indeed the people of Zambia, I wish you a safe journey back home and I hope 

that you enjoyed your stay.  

 

I now declare this Regional Roundtable officially closed. 

 

I thank you. 
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I. INTRODUCTION 

 

Potential investors in Africa are confronted with a number of challenges including prolonged delays in 

starting a business, getting requisite licenses, legal regime for hiring and firing workers, registering 

property, obtaining credit, protecting investments and enforcing contracts.  In addition, the overall 

favorable political environment for investment including peace and security are not guaranteed, as is the 

pervasive perception of corruption in the region.  According to the 2007 World Bank‘s Ease of Doing 

Business Index—which assesses entry regulation, building a warehouse, employment regulation, 

regulation of property transfers, legal rights and credit information, corporate governance, imports and 

exports, court efficiency, tax rates and compliance, and bankruptcy— of the 50 lowest ranking countries 

(out of 175), 32 are in Africa.
1
  Although Africa is disproportionately represented at the bottom rankings of 

the index, nine African countries have registered significant progress over the last few years and are 

counted among the top 100 countries ranked in the index.  The implication is that if reforms are seriously 

and systematically introduced and implemented within a framework, significant improvements can be 

made in improving the investment climate in Africa.  

 

This concept paper will provide an overview of the contributions of the African Peer Review Mechanism 

(APRM) to improving the investment climate in Africa and analyze the challenges of deepening the 

investment climate-related content of the APRM.  The first section briefly re-counts the challenges of 

overcoming the unfavorable investment climate in Africa.  The second section discusses the nature of the 

structure and processes used in the conduct of the APRM Country Assessment and how they impact on the 

attention given to investment climate issues in the APRM reports.  This is followed by reviewing the Post-

review follow-up actions of the Program of Action phase based on the evidence from those countries that 

have advanced in the APRM process.  Fourth, an overview of the scope of the Self-Assessment 

Questionnaire relating to the investment climate content of the APRM is provided.  The final section 

provides ideas and issues for discussion for improving the investment climate-related content of the 

APRM. 

 

II. THE CHALLENGES OF OVERCOMING THE UNFAVORABLE INVESTMENT CLIMATE IN AFRICA 

 

                                                           
1
 Doing Business in 2007 – How to Reform. Washington DC: The World Bank.2006. 
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The unfavorable investment climate in many African states results from poor governance, institutional 

failures, macroeconomic policy imperfections and inadequate infrastructure, as well as rampant corruption, 

bureaucratic red tape, weak legal systems and a lack of transparency in government departments.  In 

addition, the overall poor image of Africa as reported in Western and other media as the locale of physical 

insecurity and lack of peace and stability have made it difficult for the continent to attract foreign capital 

and mobilize adequate and sustained levels of domestic private investment to attain the levels of growth.  

More fundamentally, good governance—the other dimension of a good investment climate—underpinned 

by strong and functional institutions, is critical for increasing domestic and foreign investment.  Both 

contribute towards a more favorable business environment by addressing coordination failures, promoting 

political stability, enforcing property rights, regulating economic activities, and upholding the rule of law.  

In short, an increase in investment and private sector growth requires an institutional framework that 

supports a well-functioning market economy. 

 

It is in part a response to the above investment climate challenges that the African Heads of States 

established the African Peer Review Mechanism (APRM) in March 2003 as a major component of 

NEPAD.  As a regional mechanism under the New Partnership for Africa‘s Development (NEPAD), it is 

designed to promote good governance and institutional change, increase growth and generate sustainable 

socioeconomic development and greater regional integration on the continent.  The mechanism is 

voluntary and self-monitoring.  It targets institutional strengthening by improving the quality of political, 

economic and corporate governance in African countries and thereby promoting socioeconomic 

development.  The five-stage process includes periodic reviews and benchmarking of the policies and 

practices of participating states.  The review ascertains progress made towards achieving mutually agreed 

goals, as well as compliance with adopted political, economic and corporate governance values, codes and 

standards.  The APRM‘s five stages include self-evaluation, external review, report preparation, peer 

review and dissemination of findings. 

 

Below is a graphical illustration of the average Doing Business rankings and the stage reached in the 

APRM process by those participating countries.  It is important to note that the average ranking is a 

composite score of the World Bank Doing Business indicators, covering inter alia paying taxes, trading 

across borders, enforcing contracts and closing a business.  There are many caveats attached to how the 

correlation is interpreted, but it is striking. 

 

APRM stage and Doing Business ranking 
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(source: the World Bank, APRM Secretariat, UNECA, OECD) 

 

III. APRM NATIONAL STRUCTURES AND PROCESSES AND THEIR IMPACT ON THE INVESTMENT 

CLIMATE ISSUES 
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There are two main areas in which the APRM process could potentially contribute to improving the 

investment climate: the first is the process and structures set up to undertake the APRM country self-

assessment, implemented according to design; and the second is what strategies are adopted by APRM 

national stakeholders in influencing both the country self-assessment and the formulation of the National 

Program of Action.  The two processes are areas analyzed below based on experiences from three of the 

countries that have already completed the APRM process. 

 

A. National Institutions and processes governing the APRM Country Self-Assessment 

 

The country Self-Assessment is the most important phase of all the APRM stages due in part to the 

challenges of setting up the National Governing Council or the National Commission.  The 

National Governing Council is a critical link to the day-to-day management of the APRM process 

both in terms of mobilizing technical research teams and public participation in the entire process 

leading to the formulation of the National Program of Action.  In this sense, the composition and 

representativeness of all stakeholders and interest groups can impact on how the assessment is 

conducted in terms of which issues receive the bulk of attention in the report and eventually make 

their way into the APRM-PoA.   

 

Ghana had a total of 7 members on its National Governing Council representing various sectors of 

civil society; however, none of the seven members on the council was chosen from the Private 

Sector, at least in the sense of representing business or industry.  The implication is that some 

issues relating to the investment climate content of the APRM self-assessment may have received 

very little attention perhaps due to the lack of expertise on the Governing Council; although Ghana 

chose a professional competent and independent Technical Research Institutions in all the four 

thematic areas of the country self-assessment report.  The Center for Policy Analysis (CEPA) and 

the Private Enterprise Foundation (PEF) who dealt with economic management and corporate 

governance respectively, interviewed around 600 people primarily government, civil society 

groups, private sector and independent experts.
2
  Whereas issues of investment climate may have 

been discussed based on the questionnaire, it is not clear whether specific submissions were made 

and positions advocated with regards to investment climate improvement.  The lack of a private 

sector representative on the National Governing Board may have negatively affected the extent to 

which these issues received the requisite attention.  Indeed, this problem could be further explained 

by the fact that although the criteria for appointing the NGC was made public, the fact that they 

were not seen as representatives of different stakeholder groups appears to have contributed to a 

certain distance between them and civil society. 

 

Rwanda‘s National Commission for the APRM had 17 members appointed by the government to 

form a steering committee, 14 of whom were government officials, accompanied by one civil 

society representative and one private sector representative and a UNDP representative.  An 

expanded APRM National Commission of 50 members did not significantly change the 

preponderance of government representatives on the commission in relation to civil society or 

private sector; even though it was subsequently chaired by the General Manager of a mixed capital 

insurance company who also served as the chairperson of the thematic sub-committee for the 

Economic Management and Governance pillar.
3
  That the corporate governance thematic sub-

committee was chaired by the Vice-President of Chamber of Commerce of Rwanda, the Rwandan 

Private Sector Federation is an indication of the importance the Rwandan APRM officials placed 

on improving the investment climate.  Since Rwanda did not have the luxury of employing 

Technical Research Institutions as in Ghana, the thematic sub-committees of the National 

Commission had a direct role in reviewing the reports submitted by the Technical Review Teams 

mainly made up of sectoral Ministry staff and some volunteers from civil society and academia.  

                                                           
2
  Adotey Bing-Pappoe, Ghana and the APRM: A Critical Assessment, Africa Governance Monitoring and Advocacy 

Project (AfriMap), June 2007. pp. 3.  
3
  A Critical Review of the APRM Process in Rwanda, Afrimap, Governance Monitoring and Advocacy Project, 

September 2006, pp. 10 
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This approach may have deepened the attention given to the issues that was of great concern to the 

representatives of various sectors within the National Commission.
4
 In fact, one of the criticisms of 

the Rwandan process is that questionnaires were specifically distributed to a few large commercial 

companies such as breweries an telephone companies because the contributions of the private 

sector was still not sufficient.
5
 

 

In Kenya, as in South Africa, the role of the private sector was more visible.  In Kenya, civil 

society and private sector played a central role in the operations of the National Governing Council 

both as the majority members on the council and as conveners of for the four thematic areas.  This 

is in addition to the Technical Research Institutions that could also be considered as a part of civil 

society.  Indeed, two prominent private sector organizations, the Center for Corporate Governance 

and the Climate Network Africa, were conveners for the economic and corporate governance 

thematic areas respectively.  The Center for Corporate Governance was also selected to be the 

technical research institution for corporate governance, while the Kenya Institute for Policy 

Research and Analysis was chosen for the economic governance pillar.  It is clear that Kenya had a 

density of highly specialized private sector institutions as well as interest groups that were highly 

involved in ensuring that issues of investment climate received the utmost attention in the self-

assessment process.  The major determinants of the business climate are addressed in the Kenya 

APRM report and the NPoA due in part to the visibility given to private sector and civil society in 

the process. 

 

B. Strategies for influencing the APRM Country Self-Assessment Report and the 

Formulation of the National Program of Action 

 

The strategies adopted by non-state actors in engaging in the APRM process would definitely have 

an impact on the extent to which issues are taken into consideration by the national self-assessment 

process, including the formulation of the National Program of Action.  Civil society and other non-

state actors have an opportunity to make sure that the country self-assessment and the country 

review visit capture issues that are left out in the formal process by engaging in different strategies 

of advocacy and submissions of position papers and write-ups.  First, civil society or business 

organizations can find a compelling evidence of the need for sectoral reforms or changes to the 

business environment and organize this information in a form of written submissions.  The interest 

group organization can also reach out to key governance institutions like parliament, media and 

other groups and lobby them in the form of writing and public meetings about certain policy 

reforms that will benefit the business environment.  Second, business associations should seek 

audience with key government decision-makers who can influence policy and have several 

meetings with them using research-based evidence for policy reform.  This should be an iterative 

process and not a one-time shot.  Third, non-state actors including the private sector can use the 

media strategically to press for policy changes and make direct inputs into the APRM report or to 

the National Program of Action.   

 

C.  Post-Review Follow-up of the APRM-PoA 

 

In almost all of the APRM countries, the APRM-PoA was left until the very end of the process 

because either it did not meet the requirements set out in the guidelines or required prolonged 

negotiations with the APRM Secretariat before it was accepted and included in the Country 

Review Report.  While the APRM assessment is useful in identifying problems and challenges, it 

is the APRM-PoA that will follow-up on the review against which the progress in reforms would 

be measured.  It is possible that the private sector or business associations that would like to see 

certain laws or policy changes could still make an impact if they feel that key problems and 

                                                           
4
 Ibid, pp. 11 

5
 Ibid, pp. 13. 
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recommendations have not made it into the Country Self-Assessment.  There is no evidence from 

the post-review countries that interest groups took advantage of this opportunity.  

 

Besides making inputs into the APRM-PoA, following up on commitments already made in PoA is 

perhaps the most crucial stage in contributing toward improving the investment climate of APRM 

participating countries.  The APRM guidelines note that reviews should be conducted every three 

to four years and that reports on progress toward implementation should be filed every six months.   

In this context, the APRM countries that have completed the five stages of the process have 

developed a Monitoring and Evaluation (M&E) framework to monitor progress of implementation 

of policy issues of specific interests to all stakeholders including the private sector such as the 

promotion of an enabling environment, public sector reforms, effective regulatory framework for 

economic activities and good corporate citizenship with regards to human rights, property and 

adoption of codes of good business. 

 

Kenya‘s first annual report shows considerable progress in the areas of public sector reforms and in 

the areas of privatization and public private partnerships for economic efficiency and growth.  In 

its 2007/08 budget, the government emphasized institutionalization of transparency and 

accountability in the privatization process with the creation of Privatization Commission to be 

operationalized before the end of 2007.6  In addition, the report indicates that the policy, legal, and 

institutional framework for the implementation of public, private partnerships (PPP) is being 

finalized.  This framework is intended to allow private sector participation in the provision of key 

infrastructural services (eg. Water, energy, road, and other transport services).7 

 

Similarly, Ghana‘s APRM Annual Progress Report of the NPoA notes several achievements in the 

policy areas related to investment climate improvements.  While several codes and standards in 

economic management and governance have still not been ratified nor domesticated, some efforts 

have been made towards building efficiency, predictability and transparency in economic 

management.  In the areas of corporate governance, the Institute of Chartered Accountants has 

organized a series of educational workshops on international accounting and auditing standards in 

preparation for plans to adopt international accounting reporting from January 2008.  The 

Insurance Bill has also been gazetted and now in Parliament waiting to be passed.  In addition, the 

Registrars General Department (RGD) is to be reformed to improve business registration processes 

including making it user friendly, decentralizing services to major cities and towns and freeing it 

from corrupt practices.8 

 

Rwanda‘s APRM program of Action Implementation report for six months shows that the country 

has made the fastest progress in the post-review follow-up of the NPoA.  In an effort to streamline 

the legislation and regulatory framework for setting up business in Rwanda, some of the laws have 

been amended and enacted by parliament including the investment code, tax code and procedures.  

Although the Rwanda cabinet has approved several laws, they are still awaiting enactment by 

parliament including intellectual property code, customs code, and public procurement code and 

accountants statute.  In addition, several laws are in the drafting stages and expected to be passed 

within the next few years.9 Although strenuous efforts are being made towards implementing most 

of Rwanda‘s APRM-NPoA in regards to the investment climate, the report openly admits that the 

                                                           
6
 Kenya, APRM Annual Progress Report on the Implementation of National Program of Action, June 2006-2007, pp. 

19. 
7
 Ibid. pp. 19 

8
 Ghana, APRM Annual Progress Report on Implementation of National Program of Action (NPoA) Jan. to June 

2006. pp. 65 
9
 Rwanda, APRM Program of Action Implementation, Progress Report, June-December, 2006. 
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capacity challenges are enormous and would require concerted efforts by both the public and 

private sectors in achieving all objectives.  

 

Structures, processes and interest groups strategies in the self-assessment phase do matter in 

mobilizing stakeholders for robust investment climate reforms issues to receive adequate attention 

in the APRM-PoA.  It is also clear that for countries that already have an on-going reform agenda, 

the APRM can help highlight the investment climate-related issues that make their way into the 

APRM-PoA.   Ultimately, however, it is the systematic follow-up actions and monitoring of the 

APRM-PoA that leads to progress in investment climate reforms. 

 

IV. INVESTMENT CLIMATE-RELATED CONTENT OF THE APRM QUESTIONNAIRE: STRENGTHS 

AND CHALLENGES 

 

The APRM questionnaire is more holistic and takes a comprehensive approach to investment climate 

issues by covering almost all development areas – political, economic, corporate and socio-economic - 

governance.  In this sense, democracy and political governance is just as important as areas bearing 

directly on investment policies under the economic management and corporate governance spheres.  This 

approach is understandable for a number of reasons.  First, as a baseline assessment, it is perhaps prudent 

for the APRM to be as comprehensive, so that subsequent reviews can focus on specific governance issues.  

Second, as an instrument for peer learning that is not punitive but encourages mutually shared best 

practices with the aim of building capacity for improving governance system, narrowing the review would 

limit the number of best practices member states could learn from.  Third, since the goal of the reviews is 

to enhance uniformity of governance systems, it is perhaps important to cover all the thematic areas that 

would contribute to the improvement of the image of Africa globally and make it a more attractive place 

for private investment.  The following are specific comments relating to strengths and limitations of the 

investment climate-related content of the questionnaire. 

 

1.  Strengths 

 

Corporate Governance themes 

 

The APRM questionnaire comprehensively evaluates corporations as to whether they are good 

corporate citizens.  It questions the existence of measures to rate corporations‘ recognition and 

observance of human and labor laws; the responsiveness of corporations to the concerns of the 

communities within which they operate; and their commitment to ensure sustainable 

environmental management. (Obj. 2/ Q. 1, 2 & 3)  

 

The questionnaire comprehensively deals with the adoption of codes of business ethics. In 

assessing corporate integrity in member state, it uses some indicators such as measures to combat 

white-collar crimes; the role and quality of the media in reporting on economic crimes and ethics 

violation; the availability and quality of training programmes for professionals. (Obj. 3/ Q.1) 

 

APRM tries to address internal and external factors impacting on the business environment.  Some 

of the potential internal factors mentioned are the availability and quality of infrastructures (ICT 

system, roads, etc.); efforts by member states to promote investment and formulate special 

enterprises (including. holdings by women); the state‘s effort to privatize public sector entities, and 

encouraging capital market rules and over-the-counter share trading facilities. (Section 3/ Obj. 1/ 

Q.3) 

 

Economic Governance theme 

 

APRM comprehensively addresses inflation and fiscal stability under the Economic Governance 

and Management thematic area. It uses them as quantitative indicators for sound macroeconomic 
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policies. It proposes concrete measures to evaluate the inflation rate and fiscal deficit of APRM 

member states. These include average inflation over the last five years; the share of the fiscal 

deficit to GDP; limiting central bank financing of fiscal deficits; and keeping public debt within 

sustainable levels. This is based on the assumption that high and variable inflation and large fiscal 

deficits cause many distortions in the economy, and hence decrease the confidence and certainty of 

investors about economic policies. (Section 2/ Obj. 1/ Q. 1)   

 

Political Governance theme 

 

APRM questionnaire interrogates political instability under the democracy and political 

governance cluster. This is based on the conviction that political instability increases the material 

and financial risks associated with private investment.  In addressing the issue of conflict, it puts 

specific indicators on the emergence of a truly consultative and participatory polity and the 

inclusion of marginalized groups in the decision making process. The indicators include evidence 

of a country‘s efforts in terms of legal provisions, institutions and resource allocation in managing 

and narrowing regional, ethnic, religious and economic inequality; improved broad participation of 

people at the grass root levels (due to decentralization); existence and effectiveness of legal 

provisions that recognize and guarantee the human and democratic rights enshrined in Africa and 

international human rights instruments; any legal provisions, institutions, programs or policies to 

enhance women‘s role in society in terms of participation in politics and leadership positions; the 

number of women in decision making process.  (Obj.1).  

 

To achieve the objective of ensuring the existence of accountable, efficient and effective public 

office holders and civil servants, the questionnaire focus on the existence of a transparent system 

of recruitment, training, promotion, management and evaluation of civil servants. To this end, it 

uses indicators such as legal provisions, procedures and institutions to undertake the 

aforementioned processes; and evidence of the use of carrot and stick methods to evaluate the 

performance of public servants. This objective is also critical in assessing the extent of corruption 

in the public service and how it negatively impacts on the investment climate (Obj. 5/ Q. 2). 

 

2.  Limitations  

 

The questionnaire does not evaluate the interference of the state in the day-to-day management of 

state- owned enterprises that tend to undermine good corporate governance practices in Africa.  

The mechanism has a tendency to consider all business organizations as private business 

organizations.  

 

There are no clear and specific indicators on the impact on the external factors on the business 

environment.  The impact of regional instability on national business environment in Africa is said 

to be quite high and needs specific indicators to measure it. (ARPM/ Section 3/ Obj. 1/ Q.3) 

 

The questionnaire does not question whether regulatory impact assessments are used to evaluate 

the consequences of economic regulations on the investment environment.  The focus on 

environmental issues tend to be on ―good corporate citizenship‖ issues rather than on economic 

consequences on regulation 

 

The APRM questionnaire does not put emphasis on the role and establishment of an investment 

promotion agency (IPA); the extent to which the structure, mission and legal status of the IPA been 

informed by and benchmarked against international good practices.  

 

The APRM questionnaire does not discuss contract enforcement; its effectiveness and accessibility 

to all investors; and alternative systems of dispute settlement to ensure the widest possible scope of 

protection at a reasonable cost.  
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The APRM questionnaire does not discuss the existence of mechanisms for managing and 

coordinating regulatory reform across different levels of government. The mechanism is important 

to ensure consistent and transparent application of regulations and clear standards for regulatory 

quality.  

 

 

V. CONLUSIONS AND SUMMARY OF ISSUES FOR DISCUSSION 

 

The above analysis of the contributions of the APRM process to improving the investment climate 

of participating countries raises a number of issues for discussion including the following: 

 

1. While the APRM self-assessment process provides opportunities and avenues for different 

stakeholders to consult on various policy issues, including the investment climate issues, 

the questionnaire touches on key governance dimensions of good governance without 

focusing on specific issues of investment climate in a country.  The issue, then is, how do 

you retain the broad objectives of the APRM questionnaire, which is to assess the global 

performance in good governance, and still focus on the detailed discussion of the 

investment climate in a country? 

 

2. The APRM-PoA provides an opportunity to monitor progress towards implementation of 

investment climate reforms, including on-going reforms already initiated by APRM 

participating countries as seen by the strong correlation between countries performing well 

on the Doing Business rankings and APRM countries.   The issue is how can countries 

build the requisite capacity to make the APRM-PoA into a dynamic tool for monitoring 

the results of implementing the investment enabling environment policy reforms?      
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NOTE TO READER 

The Policy Framework for Investment (PFI) is an instrument to help governments to increase 
competitiveness and investment through the design and implementation of government 
policies that improve the business climate.  

The PFI was developed by a task force of officials from 60 OECD and non-member 
governments in association with some ten OECD Committees and Working Groups. The PFI 
was endorsed by OECD ministers in 2006, and they called on the OECD to continue to work 
with non-member governments and other inter-governmental organisations to promote its 
active use. The G-8 2007 Heiligendamm Summit Declaration also welcomed the PFI as a 
valuable mechanism in defining a shared understanding of healthy investment climates and invited 
the OECD, UNCTAD and other organizations such as the World Bank to use the PFI.  

The PFI Users Toolkit project is in response to a need for specific and practical 
implementation guidance revealed from the experience of the countries that have already 
piloted, or plan to pilot using the PFI. It is a project currently under development that is to 
involve government users, co-operation with other organizations and expertise from OECD 
Committees. Development of the Toolkit will involve a process, starting in 2008 of vetting 
and testing the guidance and resources provided among users, experts in the policy areas 
covered by the PFI and interested stakeholders. 

Against this background, this note provides readers with information on the purpose and 
planned structure of the Toolkit, the process for its development and how the Toolkit relates 
to the PFI itself. It also offers an initial draft of an example of the policy guidance the Toolkit 
will provide to users.  

Given the planned process for the development of the PFI Users Toolkit, this note by the 
OECD Secretariat should be seen as work in progress. 

The text of the Policy Framework for Investment and more information on the PFI can be 
accessed at: www.oecd.org/daf/investment/pfi.  

 

 

 

http://www.oecd.org/daf/investment/pfi


 

 45 

 

ABOUT THE TOOLKIT 

(First Draft) 

Introduction 

Investment is a key driver of economic growth and poverty reduction. Countries and 
regions with strong policies for investment mobilize capital. Yet in many economies, there 
are substantial impediments to investment. These impediments to investment come in many 
guises. But they have one thing in common: they are the unintended result of government 
policy or, in some cases, the lack of it. This Toolkit outlines a process and guidance for 
governments using the PFI - the most comprehensive multilaterally backed approach to date 
for improving investment conditions – to increase competitiveness and investment through 
the design and implementation of government policies to improve the business climate. 

A sound investment climate is not an end in itself, however. This Toolkit explains how 
and why governments can benefit from using the PFI, and makes clear the economic 
consequences for investment of existing government policies, laws and regulations. The PFI 
and this Users Toolkit do not, however, prescribe what the policies for investment should be, 
because prescriptive policies depend heavily on the country or region’s economic 
circumstances and institutional capabilities; “one size does not fit all”. Rather, it is through 
the process of using the PFI, learning from good practices and the experience of others that a 
government’s preferred investment-climate reform policies and the strategy for their 
implementation emerges.  

What is the purpose of this Toolkit? 

The specific purpose of this Toolkit is to offer PFI users detailed guidance, which 
enables an analysis of where progress is most advanced and where the most significant 
investment bottlenecks lie and thus the priorities for reform, how to design policy practices 
which minimise trade-offs and take into account the impact of policy decisions on 
investment conditions, and the wider national interest and a menu of methodologies for 
measuring progress in improving investment conditions. 

What makes this Toolkit different? 

To understand how this Toolkit is different from others, it is first necessary to appreciate 
how the PFI differs from other instruments designed to improve the investment 
environment. It does so in three important ways: 
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 First, its scope is not limited to foreign direct investment. Over ¾ of the PFI questions 
are relevant to both foreign and domestic investment.  

 Second, the PFI is unique by its comprehensive approach to investment conditions 
and because it focuses on the interactions and linkages between policy areas, i.e. 
policy coherence. For example, it is possible that changing one aspect of, say trade 
policy could worsen the overall investment climate, yet changing at the same time 
those aspects that interact with other policy fields, like competition policy could 
improve investment conditions substantially.  

 Third, the PFI recognizes that putting in place a sound investment climate is not a 
one-off event where the obstacles to investment are identified and remedied. 
Structural shifts, such as new technologies, or changes in other policy settings, 
including in other countries will frequently bear on the investment climate in ways 
that are not always anticipated. And sometimes these changes will have implications 
on policies for investment, necessitating the adoption of different policy practices and 
regulatory reform. Investment climate reform is a process of continuous 
improvement and the emphasis in the PFI is on policy governance. 

These characteristics create several challenges for using the PFI effectively. For example, 
the PFI does not examine how to deal with trade-offs, or guide which issues deserve priority. 
Nor does it explain how to put in place a structured process in order to elicit where the 
binding impediments to investment lie and how to appraise their economic significance. The 
Toolkit has been especially designed so that PFI users can manage these challenges. It 
complements existing specialized diagnostic and capacity building resources in policy areas 
such as competition, taxation etc. 

The Toolkit is divided into four parts:  

 About the Toolkit overviews the purpose of the Toolkit, its scope, structure and how to 
use it;  

 Getting Started explains the rationale for using the PFI, describes  the benefits that 
result from its PFI, elucidates the ways in which the PFI can be implemented and 
how to choose between these options, explains the PFI’s analytical framework and 
core principles and outlines the key steps in devising a process for using the PFI; 

 Policy Guidance offers specific guidance for each of the policy chapters of the PFI on 
what constitutes good practices, explains how policies, laws and regulations 
influence investor decisions and identifies the circumstances and the information the 
PFI user needs to scrutinize in order to make an assessment of how a country 
performs vis-à-vis good practice. It also provides users with links to websites and 
references to a wealth of additional information and tools and resources that offer 
more in-depth policy guidance on specific issues; and  

 Measuring Progress sets out a menu of methodologies on how to interpret and analyse 
the facts and information collected from the Policy Guidance part of this Toolkit to 
form an assessment of a country’s strengths and weaknesses in its investment climate 
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and thus pinpoint the investment climate policy reform priorities, to benchmark 
performance and to measure progress. 

The Figure below illustrates this structure at a glance. For a detailed sitemap of the 
various sections available in this Toolkit, see the Contents page. 

The PFI Users Toolkit At-A-Glance 

 

ABOUT THE TOOLKIT 

Objective of the toolkit, its scope, structure and how 

to use it 

GETTING STARTED 

When to use and how to design and implement a PFI 

application 

POLICY GUIDANCE 

Guidance on the issues to address and indicators to 

examine for each PFI question and additional 

resources. 

MEASURING PROGRESS 

How to form an overall assessment, develop, initiate 

and monitor a reform Plan of Action  
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Who will find this Toolkit useful? 

The PFI is a flexible instrument and this Toolkit has, therefore, been designed to meet 
the needs of multiple PFI applications. These applications may, for instance, include: 

 In depth self-assessments of a country or region’s policies for investment, co-
ordinated from the centre of government, i.e. cabinet office, Prime Ministers 
department, and Finance and Economics ministries;  

 Peer reviews of a country’s investment climate at the national or regional level; 
and 

 Examination of how policy practices in a selected area bear on the investment 
climate. For example, the relationship between the design of regulatory policies 
and their impact on business investment decisions. 

 Thematic-based investment climate assessments. For instance, an evaluation of 
the investment conditions specific to mobilizing investment by SMEs.  

This Toolkit furthermore provides a platform for stakeholder organizations using the 
PFI to engage and contribute to policy dialogues related to investment climate reform and 
private sector development. These stakeholders may, for instance, include business 
organizations, NGOs, trade unions and the media. 

This Toolkit can likewise provide useful support to development agencies, bilateral and 
multilateral, engaged in funding and supporting national and regional governments private 
sector development and investment climate reform programmes.10  

How to use this Toolkit? 

When using this Toolkit, it should be borne in mind that there is no blueprint for 
mobilizing investment. Each PFI user has to develop their own strategy, based on your 
institutional capacity and specific economic context, and tailored to your needs and 
resources.  

Given the breadth and diversity of policy practices that impinge on investment 
conditions it is not possible to address each policy domain in detail. However, users of the 
Toolkit will find links and references to a wealth of additional tools and resources that 
provide more in-depth policy guidance in areas such as tax administration, fighting 
corruption and on issues such as designing an investment promotion agency. 

                                                           
10

   The OECD Development Assistance Committee has developed in consultation with a range of 

stakeholders, including the Investment Committee a set of best practices for donors using Official 

Development Assistance to mobilise private investment. It is entitled Promoting Private Sector 

Development: the Role of ODA and can be downloaded from www.oecd.org/dac/guidelines.  

http://www.oecd.org/dac/guidelines
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In a sense, therefore, the Toolkit is similar to a knowledge library and should be used 
accordingly. It is unlikely that PFI applications will necessitate using each part of the Toolkit 
and every chapter of the policy guidance. For example, countries that use the PFI on a 
regular basis and have determined where priorities for reform lie are only likely to focus on a 
few specific areas of the Toolkit’s policy guidance. And not every PFI application will wish 
to score how it is performing (Part 4). 

Users should thus not be put off by the Toolkit’s length. The modular approach of the 
Toolkit’s design enables users to access only those parts that are necessary to your PFI 
application. At a minimum, this will typically involve using the guidance related to Getting 
Started and the chosen Policy chapters. The modular approach, however, means there is 
some repetition in this Toolkit.  

What is the relationship between this Toolkit and the PFI?  

The OECD in co-operation with non-member countries and in partnership with other 
international organizations and stakeholders working on investment conditions in support 
of private sector development have developed, under the auspices of the OECD Investment 
for Development Initiative, a package of resources specifically designed to meet the needs of 
policy makers and investment-climate reform practitioners.  

The package contains three elements: A Review of Good Practices, providing case 
studies and the analytical support for the PFI, the second element, which is a checklist of 
questions and annotations that underpin a sound investment climate. This PFI Users Toolkit 
is the third element. It supports the implementation of the PFI, offering specific detail on 
what constitutes good policy practices in the areas that bear on the investment climate, the 
information that the PFI user needs to scrutinize in order to make an assessment of how their 
country or region performs vis-à-vis good practice and a menu of methodologies that can be 
used to benchmark and measure progress.  

Depending on your function in a project, you will find different elements of the package 
relevant to your work. To help you identify the relevant resource, the table below explains 
the relationship between the PFI products, their content, target audience and how each was 
developed. 
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Relationship between PFI products 

Level Content Target audience Development process 

Review of Good 

Practices 

Analytical support for 

checklist questions 

Analytical background 

material on each of the ten 

chapters of the PFI. 

Investment climate policy 

experts, donors, NGOs 

focussed on private sector 

development and 

academics in the fields of 

growth, development 

economics and policies for 

investment. 

Consultant experts in each of 

the Framework‘s policy 

areas, in consultation or 

partnership with the relevant 

specialised OECD 

Committee. Each chapter 

was extensively vetted 

through regional expert 

meetings and through a web-

based public consultation.  

Policy Framework for 

Investment 

Checklist of questions and 

annotations 

A set of questions and 

annotations in ten policy 

fields identified in the 2002 

UN Monterrey Consensus 

on Financing for 

Development as important 

for the quality of a country‘s 

investment environment.  

High level representatives 

and decision-makers in 

government departments 

and regulatory bodies, 

legislators, investment 

promotion agencies, public 

and private development 

agencies, donors and 

investors. 

Developed as a partnership 

process involving a 

dedicated task force open to 

any interested government. 

Officials from 60 

governments were involved, 

with participation by the 

World Bank, other 

international organisations, 

as well as business, trade 

union and civil society 

organisations. 

PFI Users Toolkit 

Operational guidance 

A set of structured 

guidelines on how to 

operationalise the PFI 

questions, together with 

references to case studies 

and existing tools providing 

in depth treatment of the 

policy fields covered. 

Officials from government 

departments, especially at 

centres of government, e.g. 

Prime Minister‘s office, as 

well as practitioners and 

operational level staff from 

regulatory bodies, 

investment promotion 

agencies, public and private 

development agencies and 

donors. 

Consultant experts in each of 

the Framework‘s policy 

areas. Draft operational 

guidance tested and adapted 

in OECD regional 

investment programmes. 

Updated regularly, based on 

country and policy area 

experiences from 

practitioners applying the 

PFI. 
Source: OECD, Investment Division 

How was this Toolkit developed? 

This Toolkit was developed by the OECD Secretariat and consultant policy experts in 
each of the policy domains covered by the PFI and reviewed by the OECD Investment 
Committee. Other OECD bodies, with the support of their secretariat, were involved in the 
policy guidance chapters. These bodies are: the Trade Committee, the Competition 
Committee, the Committee on Fiscal Affairs, the Steering Group on Corporate Governance, 
the Education Committee and the Working Group on Bribery in International Business 
Transactions.  

The Toolkit has also benefitted from extensive comments and reactions from pilot users 
in several international fora, such as the Investment Committee’s Global Forum on 
International Investment. These meetings helped us to vet the user-friendliness, relevance 
and practicality of specific parts of the guidance in different economic and geographical 
contexts. Further events of this sort are planned for those areas of the Toolkit, which have not 
yet been “road-tested”.  
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Your feedback and how to find out more about the PFI? 

We are interested in hearing how your organization is using the PFI and this Toolkit. 
Your questions, comments and feedback will help us to improve the PFI and how it is used. 
We also welcome your suggestions for case studies, research papers, data sets, websites and 
other resources of relevance for investment-climate reform practitioners. All correspondence 
can be emailed to: pfi@oecd.org, or mailed to: 

OECD Investment Division  

2, rue André Pascal 

75775 Paris, CEDEX 16, 

France 

Your suggestions and ideas will be assimilated and made available in the latest version 
of the Toolkit, available at the www.pfitoolkit.org website. Further information on the PFI 
can also be accessed from the OECD website at: www.oecd.org/daf/investment/pfi. 

mailto:pfi@oecd.org
http://www.pfitoolkit.org/
http://www.oecd.org/daf/investment/pfi
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The following is a draft of the policy guidance part of the Toolkit covering the PFI 
Investment Policy questions (Chapter 1), taking question 1.1 (Laws and Regulations) as an 
example.  

Investment Policy 

Investment policy in the PFI relates to a country’s laws, regulations and practices that 
directly enables or discourages investment, and which enhance the public benefit from 
investment. They cover, for instance, policies for transparent and non-discriminatory 
treatment of investors, expropriation and compensation laws and dispute settlement 
practices. 

The quality of a country’s investment policies directly influences the decisions of 
investors, be they small or large, domestic or foreign. Transparency, property protection and 
non-discrimination are core investment policy principles that underpin efforts to create a 
quality investment environment for all. Investors are also concerned with the way that 
investment policy is formulated and changed. Investors will avoid circumstances where 
policies are modified at short notice, where governments do not consult with industry on 
proposed changes and where laws, regulations and procedures are not clear, not readily 
available and un-predictable. 

The PFI Investment Policy chapter identifies through eight questions the most important 
issues relevant for judging the effectiveness of a country’s investment policies and practices. 
The issues are often directly relevant to the specific needs of foreign investors, but the issues 
apply in most instances to domestic investors as well. This section of the Toolkit offers the 
PFI user additional detail on why these investment policy questions are important, and 
specific guidance on the topics to scrutinise in order to form an opinion on how well a 
country’s investment policies perform vis-à-vis good practices.  

The eight key PFI questions on Investment Policy relate to: 

Laws and Regulations 

Effective Ownership Registration 

Intellectual Property Rights 

Contract Enforcement and Dispute Resolution 

Expropriation Laws and Review Processes 

Equivalent Treatment for National and International Investors 

International Co-operation and Periodic Review 

International Arbitration Instruments 
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Laws and Regulations 

PFI Q:1.1 asks “What steps has the government taken to ensure that the laws and regulations dealing 

with investments and investors, including small- and medium-sized enterprises, and their 

implementation and enforcement are clear, transparent, readily accessible and do not impose 

unnecessary burdens?” 

Rationale for the question 

Investment involves many risks. Risks are associated with market demand, technology, 
competition, inflation, borrowing costs, weather and other factors. An attractive investment 
climate cannot avoid all these risks, but it should avoid unnecessary policy-induced risks 
and regulatory surprises. Businesses will interpret environments that contain unpredictable 
regulatory or legal changes as an additional risk. Some industries, such as oil extraction are 
lucrative enough that business is prepared to operate in more risky environments. But many 
other industries that operate on lower profit margins, particularly the manufacturing 
industries that are necessary for a diversified growth, have the ability to choose only the best, 
most stable locations to establish operations.  

Two key features of high-performing investment policy regimes are transparency and 
predictability. Effective communication of meaningful information, prior notification and 
consultation of regulatory changes and uniform administration and application of laws and 
regulations reduces business risks and anxieties. It also helps combat bribery and corruption 
(See also PFI Policy Guidance on Public Governance) and ultimately promotes patient 
investment. 

Transparency and predictability are especially important for small- and medium-sized 
enterprises that face particular challenges relating inter alia to entering the formal economy. 
Transparent investment laws and regulations are also important for foreign investors who 
may have to function with very different regulatory systems, cultures and administrative 
frameworks from their own. A transparent and predictable regulatory framework dealing 
with investment helps businesses to assess potential investment opportunities on a more 
informed and timely basis, shortening the period before investment becomes productive. 
Public authorities may not always be aware of these benefits or simply take them for 
granted. This PFI question, therefore, addresses the efforts required to promote clear, 
transparent investment laws and regulations. 

Key considerations and guidance on policy practices to 
scrutinise 

An assessment of Question 1.1 calls for an examination of the following considerations 
and policy practices.  

 Availability of Relevant Information to Investors Attracting investment requires a consistent, 
predictable system of laws, regulations and administrative practices. And to reassure all 
market participants that business operates on a level playing field, investment laws and 
regulations and their enforcement should be codified, written in plain language and clear 
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to all. Investors should also be able to easily obtain meaningful information on all the 
regulatory measures which may materially affect their investments. Investment measures 
may include laws, policies, regulations, international agreements, administrative practices 
and rulings and judicial decisions. Their sheer number, complexity and the potentially 
broad ramifications of business operations, however, may not always make this possible. 
It is nevertheless in governments’ interests to provide “essential” information on how to 
start a business and inform investors, inter alia, about ownership and exchange control 
restrictions, administrative requirements, taxation, investment incentives, monopolies and 
concessions, intellectual property protection and competition policy as well as 
environmental and social requirements and corporate responsibilities. There are various 
means of communicating investment laws and regulatory information to investors. They 
include official gazettes, government websites, online compendiums, e-gateways, as well 
as formal and informal contacts by government departments and regulatory agencies. 
While new communication technologies simplify information dissemination between 
governments and stakeholders, the internet is not an end in itself; information must be 
collected and up-dated on a regular basis. 

 Prior Notification and Consultation Prior notification and consultation are important to 
building trust, and reflect a commitment to professionalism. Where changes to investment 
laws and regulations are needed they should occur within a standardised system that 
begins with public hearings, policy papers outlining the reasons why changes are needed, 
circulation of draft regulatory changes to all concerned stakeholders, and processes for 
revision and recirculation based on these public inputs. Such investment law and 
regulatory change regimes should be enshrined in law and systematically adhered to. 
These processes are important, both because changes to investment laws and regulations 
can make businesses economically unviable, and because policy is more likely to be sound 
and not produce unintended side-effects if it is formed in a structured and transparent 
manner that permits input from all interested parties. Involving investors and other 
stakeholders in the process of relevant regulatory changes also contributes to the 
legitimacy and effectiveness of the new regulatory investment measures made. Various 
notification and consultation avenues can be used. In addition to statutory notification or 
consultation requirements, governments may improve the reach of dissemination and the 
speed of notification through posting proposed regulatory changes on the internet or 
through other electronic dissemination methods. Because regulatory changes can come 
from many ministries or levels of government, the notification system should be 
coordinated and comprehensive. Exceptions and qualifications to transparency and 
accessibility should clearly be defined and delimited. Examples include protection of 
confidential information or commercial interests, national security and public order, and 
pursuit of monetary and exchange rate policies. Special care should be given, however, to 
limit their application to the minimum extent possible and ensure that they are used 
within their legitimate purposes. 

 Public Appeals Processes To increase procedural transparency and avoid regulations that 
impose undue burdens and discretionary power of officials, changes in implementing 
regulations and administrative decisions should be subject to an open and predictable 
public appeals process, empowered to protect investment guarantee provisions written 
into investment contracts or in investment protection treaties. Procedural transparency 
also implies a right to complain or appeal and the existence of prompt and impartial 
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review and remedies. This may involve providing a clear description or other necessary 
explanation of the administrative requirements, statutory delays for rendering decisions 
and the possibility of presenting additional facts and arguments. 

These considerations and practices suggest the PFI user should form an assessment on 
the transparency of a country’s investment laws and regulations using the following criteria 
and indicators:  

1. Information on investment laws and regulations is provided: (a) through a legally 
stipulated and codified system; (b) which applies to primary and secondary legislation; 
(c) to both national and sub-national levels of government; and (d) exceptions and 
qualifications to making information available are clearly defined and delimited. 
Information on investment laws and regulations is made available to investors. Print, 
internet and other electronic communication technologies are systematically used to 
disseminate information on a country’s investment laws and regulations. Efforts are 
made to use clear and plain language and to simplify the dissemination of relevant 
information through the use of centralised and regularly updated information portals. 
Transparency requirements under international agreements, such as notification of 
regulation changes, responding to special enquiries and requests for consultation are 
promptly respected.  

2. Changes in investment laws and regulations are clear and transparent when based 
on: (a) a codified prior consultation procedure available and accessible to all 
stakeholders; (b) which applies to all ministries, whose decisions can materially affect 
the investment climate (e.g. tax authorities, customs assessors, foreign exchange and 
financial systems regulators, company/securities regulators, labour, environment and 
other sectors) with clear accountability procedures on how comments are handled; and 
(c) communication of new laws and regulations is timely, widely disseminated and 
electronic information distribution systems are frequently updated. There is a formal 
system for dealing fairly with unintended negative impacts of regulatory changes and 
the reasoned decisions of the appeals process are publicly available. Regulatory 
institutions are designed and managed in a manner that avoids favouritism or 
accusations that decisions are politically motivated. 

Further resources 

The following resources support the PFI user needing additional information on investment 
laws and regulations: 

 The OECD Framework for Investment Policy Transparency helps governments to achieve 
greater investment policy transparency. The focus is on the information gaps and special 
needs of foreign investors, but they apply in most instances to domestic investors as well. 
The resource can serve as a basis for conducting self evaluation and sharing experiences 
among public officials. See http://www.oecd.org/dataoecd/15/13/16793978.pdf  

 The World Bank Cost of Doing Business project studies the cost, length and complexity of 
various aspects of the investment climate and provides a score of how long it takes in each 
country for business to complete key regulatory tasks. Longer and more complex 

http://www.oecd.org/dataoecd/15/13/16793978.pdf
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processes are one measure of unpredictability and often of an indicator of lack of 
transparency. See www.doingbusiness.org  

 The World Bank has a set of Guidelines for foreign direct investment premised on the 
principles of equal treatment and open competitive markets. The Guidelines offer a source 
on which national legislation governing the treatment of private foreign direct investment 
may draw, to the extent they do not conflict with existing bilateral and multilateral 
treaties and other international instruments. See 

http://ita.law.uvic.ca/documents/WorldBank.pdf  

 

 

http://www.doingbusiness.org/
http://ita.law.uvic.ca/documents/WorldBank.pdf
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NOTE TO READER 

The mapping of the investment climate content of the APRM Self-Assessment questionnaire in this 

document takes a very broad interpretation of what bears on the investment climate.  

It is not intended, nor possible to interpret the mapping as a direct correspondence between the two sets of 

questions. Often the APRM Self-Assessment questions themselves have relevance to both the investment 

climate and broader governance arrangements, whereas the PFI questions are more specific to policies for 

investment. 

In some cases an APRM Self-Assessment question may relate to several PFI questions and vice-versa. In 

other cases, a correspondence has been attributed when only part of the question is connected. These cases 

are as a rule mentioned in the document. 

The full text of the APRM Self-Assessment questionnaire can be accessed at: 

http://www.uneca.org/aprm/Documents/Questionnaire.pdf  

The full text of the Policy Framework for Investment can be accessed at: 

www.oecd.org/daf/investment/pfi.  

 

 

 

 

 

 

 

http://www.uneca.org/aprm/Documents/Questionnaire.pdf
http://www.oecd.org/daf/investment/pfi
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APRM Investment Climate Content PFI Chapter and Questions 

Democracy and Good Political Governance: 

 

Obj 2, Q.2: What weight do provisions establishing the rule of law and 

the supremacy of the constitution carry in practice? 

 

 

 

Obj 3, Q.2: What steps have been taken to facilitate equal access to 

justice for all? 

 

 

Obj 5, Q.1: What measures have been taken in the country to strengthen 

institutions for an efficient and an effective public service? 

 

 

 

 

 

 

 

 

 

 

 

 

 

Obj 5, Q.2: To what extent does the country have a transparent system 

of recruitment, training, promotion, management and evaluation of civil 

servants? 

 

 

Ch 1, Q. 1: What steps has the government taken to ensure that the laws 

and regulations dealing with investments and investors, including small 

and medium-sized enterprises, and their implementation and 

enforcement are clear, transparent, readily accessible and do not impose 

unnecessary burdens? 

Ch 1, Q.4: Is the system of contract enforcement effective and widely 

accessible to all investors? What alternative systems of dispute 

settlement has the government established to ensure the widest possible 

scope of protection at a reasonable cost?  

Ch 2, Q.2: Has the government established an investment promotion 

agency (IPA)? To what extent has the structure, mission, and legal 

status of the IPA been informed by and benchmarked against 

international good practices? 

Ch 2, Q.3: Is the IPA adequately funded and is its performance in terms 

of attracting investment regularly reviewed? What indicators have been 

established for monitoring the performance of the agency? 

Ch 4, Q.2: Do the competition authorities have adequate resources, 

political support and independence to implement effectively 

competition laws? 

Ch 10, Q.2: What mechanisms are in place for managing and co-

ordinating regulatory reform across different levels of government to 

ensure consistent and transparent application of regulations and clear 

standards for regulatory quality? 

Ch 8, Q.4: To what extent does the government promote training 

programmes and has it adopted practices that evaluate their 

effectiveness and their impact on the investment environment? What 
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Obj 8, Q.1: What concrete measures have been taken to promote and 

protect the rights of the child and young persons?  

 

mechanisms are used to encourage business to offer training to 

employees and to play a larger role in co-financing training? 

Ch 8, Q.2: What steps has the government taken to increase 

participation in basic schooling and to improve the quality of 

instruction so as to leverage human resource assets to attract and to 

seize investment opportunities. 

Economic Governance and Management 

Obj 1, Q.3: What sectoral or microeconomic policies has your country 

developed and implemented to promote economic growth and 

sustainable development. 

Obj 1, Q.4: What has your country done to increase domestic resource 

mobilisation including public and private savings and capital formation, 

and reduce capital flight? 

Obj 2, Q.1: What has your country done to make the public 

administration, legislative system and fiscal authorities work effectively 

and in a transparent manner? 

Obj 2, Q.2: What measures has your country taken to make economic 

policies predictable? 

Obj 2, Q.3: What are the main challenges that the country faces with 

respect to coordinating the efforts of various departments in 

implementing sound, transparent and predictable economic policies? 

 

 

Obj 3, Q.1: What has your country done to promote sound public 

finance management? 

Obj 4, Q.1: What is the prevalence of corruption in the public 

administration in your country and what measures have been taken in 

 

A case could be made for the whole of the PFI applying to this 

question. More narrowly it most closely relates to all of the PFI 

questions in Chapters 1, 3 and 4. 

A case could be made for the whole of the PFI applying to this 

question. A more limited interpretation on capital formation would 

relate to Chapters 1 and 2. 

Chapter 5 of the PFI covers taxation policy. Transparency in goals of 

policy, instruments used and rationale for decisions is a principle that 

transverses the PFI.   

The predictability of policies, closely related to the concept of 

transparency, is another principle that transverses the PFI. 

The PFI is a flexible tool with multiple applications. As a tool for self-

evaluation of policies for investment there is a large potential for users 

in the centres of government and the macro-structural government 

policy departments, whose responsibilities include ensuring policy 

coherence across government. 

Chapter 5 of the PFI covers taxation policy. 

Ch 1 

0, Q.Ch 10, Q.6: To what extent have international anti-corruption and 

integrity standards been implemented in national legislation and 

regulations? Do penal, administrative and civil law provisions provide 
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this regard? 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Obj 5, Q.1: Is your country a member of any regional economic 

integration arrangement and what are the benefits and challenges of 

such membership? 

 

 

 

 

an effective legislative and regulatory framework for fighting 

corruption, including bribe solicitation and extortion as well as 

promoting integrity, thereby reducing uncertainty and improving 

business conditions for all investors?   

10.7 Ch 10, Q.7: Do institutions and procedures ensure transparent, effective 

and consistent application and enforcement of laws and regulations on 

anti-corruption, including bribe solicitation and extortion, and integrity 

in the public service? Have standards of conduct by public officials 

been established and made transparent? What measures are used to 

assist public officials and to ensure the expected standards are met? Are 

civil society organisations and the media free to scrutinize the conduct 

of public officials‘ duties? Are ―whistle-blower‖ protections in place? 

10.8 Ch 10, Q. 8: Do review mechanisms exist to assess the performance of 

laws and regulations on anti-corruption and integrity?  

Ch 10, Q. 9: Is the government a party to international initiatives aimed 

at fighting corruption and improving public sector integrity? What 

mechanisms are in place to ensure timely and effective implementation 

of anti-corruption conventions? Do these mechanisms monitor the 

application and enforcement of the anti-corruption laws implementing 

the conventions? 

Ch 1, Q.7: Are investment policy authorities working with their 

counterparts in other economies to expand international treaties on the 

promotion and protection of investment? Has the government reviewed 

existing international treaties and commitments periodically to 

determine whether their provisions create a more attractive environment 

for investment?  What measures exist to ensure effective compliance 

with the country‘s commitments under its international investment 

agreements? 
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Obj 5, Q.2: What measures has your country taken to ensure that 

national policies, including policies in respect of intra-African trade and 

investment promotion, are consistent with and supportive of regional 

economic integration objectives?  

 

 

 

 

 

 

 

 

 

 

 

Ch 2, Q.8: Has the government made use of international and regional 

initiatives aimed at building investment promotion expertise, such as 

those offered by the World Bank and other intergovernmental 

organisations?  Has the IPA joined regional and international networks? 

Ch 2, Q.9: To what extent has the government taken advantage of 

information exchange networks for promoting investment? 

Ch 3, Q.3: How actively is the government increasing investment 

opportunities through market-expanding international trade agreements 

and through the implementation of its WTO commitments? 

Ch 1, Q.7: Are investment policy authorities working with their 

counterparts in other economies to expand international treaties on the 

promotion and protection of investment?  

Ch 2, Q. 1: Does the government have a strategy for developing a 

sound, broad-based business environment and within this strategy, what 

role is given to investment promotion and facilitation measures?   

Ch 2, Q.6 What mechanisms has the government established for the 

evaluation of the costs and benefits of investment incentives, their 

appropriate duration, their transparency, and their impact on the 

economic interests of other countries? 

2.7 Ch 2, Q.7: What steps has the government taken to promote investment 

linkages between businesses, especially between foreign affiliates and 

local enterprises?   

2.8 Ch 2, Q.8: Has the government made use of international and regional 

initiatives aimed at building investment promotion expertise, such as 

those offered by the World Bank and other intergovernmental 

organisations?  Has the IPA joined regional and international networks?  
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Obj 5, Q.3: What measures have your country taken to ensure effective 

implementation of decisions and agreements made within regional 

economic integration arrangements? 

3.2  

Ch 3, Q.1: What recent efforts has the government undertaken to reduce 

the compliance costs of customs, regulatory and administrative 

procedures at the border?   

Ch 3, Q.3: How actively is the government increasing investment 

opportunities through market-expanding international trade agreements 

and through the implementation of its WTO commitments?  

Ch 3, Q.5: To what extent do trade policies raise the cost of inputs of 

goods and services, thereby discouraging investment in industries that 

depend upon sourcing at competitive world prices?  

Ch 1, Q.7: Has the government reviewed existing international treaties 

and commitments periodically to determine whether their provisions 

create a more attractive environment for investment?  What measures 

exist to ensure effective compliance with the country‘s commitments 

under its international investment agreements? 

Ch 3, Q.4: How are trade policies that favour investment in some 

industries and discourage it in others reviewed with a view to reducing 

the costs associated with these distortions? 

Corporate Governance 

Obj 1, Q.2: What is the regulatory framework for economic activities 

and to what extent does it facilitate commercial enterprise in the 

country? 

 

 

 

 

 

Ch 1, Q.1: What steps has the government taken to ensure that the laws 

and regulations dealing with investments and investors, including small 

and medium sized enterprises, and their implementation and 

enforcement are clear, transparent, readily accessible and do not impose 

unnecessary burdens?   

Ch 1, Q.4: Is the system of contract enforcement effective and widely 

accessible to all investors?  What alternative systems of dispute 
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Obj 1, Q.3: What are the external and internal factors that impact on 

business activity? 

 

settlement has the government established to ensure the widest possible 

scope of protection at a reasonable cost? 

Ch 10, Q.1: Has the government established and implemented a 

coherent and comprehensive regulatory reform framework, consistent 

with its broader development and investment strategy?   

10.2 Ch 10, Q.2: What mechanisms are in place for managing and co-

ordinating regulatory reform across different levels of government to 

ensure consistent and transparent application of regulations and clear 

standards for regulatory quality? 

          Ch 10, Q.3: To what extent are regulatory impact assessments used to 

evaluate the consequences of economic regulations on the investment 

environment? Are the results of these assessments made public on a 

timely basis? 

10.4 Ch 10, Q.4: What public consultation mechanisms and procedures, 

including prior notification, have been established to improve 

regulatory quality, thereby enhancing the investment environment? Are 

the consultation mechanisms open to all concerned stakeholders? 

10.5 Ch 10, Q.5: To what extent are the administrative burdens on investors 

measured and quantified? What government procedures exist to identify 

and to reduce unnecessary administrative burdens, including those on 

investors? How widely are information and communication 

technologies used to promote administrative simplification, quality 

services, transparency and accountability? 

This question relates to many parts of the PFI. The APRM Self-

Assessment questionnaire gives some guidance, citing the state of 

infrastructure and financial market development (PFI chapter 9), 

investor promotion (PFI chapter 2) and SMEs (PFI questions and 



Mapping APRM Investment Climate Content to Policy Framework for Investment 
 

65 

 

 

Obj 2, Q.1: Are there measures in place to ensure that corporations 

recognise and observe human and labour laws? 

 

 

Obj 2, Q.2: To what extent are corporations responsive to the concerns 

of the communities in which they operate? 

 

Obj 3, Q.1: What is the overall assessment of the corporate integrity in 

the country? 

 

 

 

 

 

 

Obj 4, Q.1: To what extent does the corporate governance framework 

protect shareholder‘s rights? 

 

 

 

 

 

 

 

 

 

 

 

 

annotations, e.g. Q1.3).  

This question relates to PFI chapter 7 on policies for promoting 

responsible business conduct. It also relates to Ch 8, Q.6: What 

mechanisms are being put in place to promote and enforce core labour 

standards? 

This question relates to PFI chapter 7 on policies for promoting 

responsible business conduct. 

 

This question relates to several parts of the PFI. The APRM Self-

Assessment questionnaire gives some guidance, citing measures to 

combat corruption (PFI chapter 10, Q. 6 to Q.9) and regarding the 

effectiveness of measures to promote adoption of good business ethics 

with reference to, inter alia, capacity and appropriate skills in 

government institutions (PFI chapter 2, Q.2 and Q.3, chapter 4, Q.2 and 

chapter 10, Q.3).  

 

This question relates to PFI chapter 6 on corporate governance, 

especially: 

Ch 6, Q.2:  How does the corporate governance framework ensure the 

equitable treatment of shareholders? 

 

Ch 6, Q.3: What are the procedures and institutional structures for legal 

redress in cases of violation of shareholder rights? Do they function as a 

credible deterrent to such violations? What measures are in place to 

monitor and prevent corporate insiders and controlling owners from 

extracting private benefits? 

 

Ch 6, Q.4: What procedures and institutions are in place to ensure that 

shareholders have the ability to influence significantly the company?   
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Obj 4, Q.2: Does the corporate governance framework recognise the 

rights of stakeholders (other than shareholders)? 

 

 

 

 

Obj 5, Q.1: Does the corporate governance framework ensure that 

timely and accurate disclosure is made on all material matters regarding 

the corporation? 

 

Obj 5, Q.3: Does the corporate governance framework ensure the 

strategic guidance of the corporation, effective monitoring of 

management by the board (governing body or supervisory body) and the 

board‘s accountability to the corporation and the shareholders? 

 

Ch 6, Q.6b: How does the corporate governance framework recognise 

the rights of stakeholders established by law or through mutual 

agreements and encourage active co-operation between corporations 

and stakeholders in creating wealth, jobs and the sustainability of 

financially sound enterprises? 

 

Ch 6, Q.5: By what standards and procedures do companies meet the 

market demand for timely, reliable and relevant disclosure, including 

information about the company‘s ownership and control structure? 

 

Ch 6, Q.6a: How does the corporate governance framework ensure the 

board plays a central role in the strategic guidance of the company, the 

effective monitoring of management, and that the board is accountable 

to the company and its shareholders? 

Socio-Economic Development 

Obj 2, Q.1 and Q.2: What is the country doing to accelerate socio-

economic development and achieve sustainable development and 

poverty eradication? What are the outcomes of the policies and 

mechanisms to achieve sustainable development and poverty 

eradication? 

 

 

Obj 3, Q.1 and Q.2: What measures has government taken to strengthen 

policy, delivery mechanisms and monitor outcomes in order to make 

progress towards the social development targets? What are the outcomes 

of the policies and mechanisms on social indicators? 

 

 

The objective of the PFI is to mobilise private investment that supports 

steady economic growth and sustainable development, and thus 

contribute to the prosperity of countries and their citizens and the fight 

against poverty (Preamble). The PFI can be used as an organising 

framework for identifying where investment bottlenecks lie, pin-

pointing the strong points of a country‘s investment climate, outlining 

government policies that address the barriers to investment and for 

measuring outcomes and the pace of progress.  

 

Objective 3 of the Self-Assessment questionnaire refers to policies, 

delivery mechanisms and outcomes in key social areas including 

education and combating of HIV/AIDS and other communicable 

diseases. This relates to PFI chapter 8 on human resource development, 

especially questions 1,2 and 5. 

Ch 8, Q.1:  Has the government established a coherent and 
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Obj 4, Q.1: What policies and strategies has the government put in place 

to ensure that all citizens, in particular the rural and urban poor, have 

affordable access to basic needs? 

comprehensive human resource development (HRD) policy framework 

consistent with its broader development and investment strategy and its 

implementation capacity? Is the HRD policy framework periodically 

reviewed to ensure that it is responsive to new economic developments 

and engages the main stakeholders? 

Ch 8, Q.2:  What steps has the government taken to increase 

participation in basic schooling and to improve the quality of instruction 

so as to leverage human resource assets to attract and to seize 

investment opportunities? 

Ch 8, Q.5:  Does the government have a coherent strategy to tackle the 

spread of pandemic diseases and procedures to evaluate public health 

expenditures aimed at improving public health outcomes and, through 

inter-linkages, the investment environment? 

 

Objective 4 of the Self-Assessment questionnaire refers to access to 

infrastructure services like water, sanitation, energy and finance. This 

relates to PFI chapter 9 on infrastructure and financial sector 

development. 
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Testing the draft PFI Users’ Toolkit guidance to Zambia for the Self Assessment 

phase of the APRM process 

 

1.0 Introduction 

The initiation and implementation of robust investment reforms for promoting economic 

growth and poverty reduction has assumed critical importance in recent years. Within the 

context of the African Peer Review Mechanism (APRM), the APR Secretariat is working 

on improving the investment-climate content of Africa‘s own peer review mechanism. 

African countries are also looking for more comparisons of investment climate 

assessment, country reform agendas and their impact in specific sectors.  

This paper tests the Policy Framework for Investment (PFI) draft guidance – the Toolkit - 

as a resource aimed at building capacity and supporting governments completing the 

investment-related content of the Self-Assessment APRM questionnaire, using Zambia as 

a pilot case study. It offers an initial assessment of the usefulness of the PFI guidance for 

completing the Self-Assessment phase of the APRM. Issues covered include what was 

missing, user friendliness of the PFI guidance, its relevance in an African country, how 

could the PFI Toolkit guidance be improved, what are its strengths and its weaknesses. 

The paper is selective in choosing the parts of the PFI guidance used. It mainly focuses 

on the PFI chapters relating to Investment Policy, Investment Promotion and Facilitation 

and Public Governance (Chapters 1, 2 and 10). The OECD provided a matrix showing the 

correspondence between the APRM Self-Assessment questions with the PFI questions. 

Various documents on the investment climate in Zambia, including UNCTAD (2006)‘s 

Investment Policy Review in Zambia, the Zambia Development Act, the Investment Act, 

and The World Bank‘s Doing Business 2008 Report, were also reviewed for the 

assessment.  

2.0 The APRM Process  

The APRM is a self-monitoring tool voluntarily acceded to by member states of the 

African Union (AU). Its main objective is to foster the adoption of policies, standards and 

practices that will lead to political stability, high economic growth, sustainable 

development and accelerated regional and economic integration through sharing of 

experiences and reinforcement of successful best practices, including identifying 

deficiencies, and assessing the needs for capacity building of participating countries. 

Assessment under the APRM is conducted within the framework of agreed values, codes 

and standards as contained in the Declaration on Democracy, Political, Economic and 

Corporate Governance under four substantive thematic focus areas: 

(i) Democracy and political governance; 

(ii) Economic governance and management; 

(iii)Corporate governance; and 

(iv) Socio-economic development 

At the inception of the APRM, the Base Documents along with the 88-Page Master 

Questionnaire were developed as tools to guide the self-assessment process in APRM 
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member countries in the above four thematic areas of  the APRM. To ensure the technical 

soundness of the process, the questionnaire was developed with detailed criteria and 

indicators for assessment to underscore the commitment of a country on the 

implementation of the standards and codes of the NEPAD Declaration on Democracy, 

Political, Economic and Corporate Governance.  

Although the questionnaire has been widely used by several countries, some concerns 

have been raised by some about its bulkiness, repetition on some cross-cutting issues 

such as corruption, and the neglect or inadequate attention paid to some critical 

governance and development issues, such as a country‘s investment climate. Against this 

background, one of the themes of the NEPAD-OECD Africa Investment Initiative Lusaka 

roundtable is the investment climate content of the APRM. 

One of the main aims of the roundtable is to develop policy capacity building tools that 

are intended to help NEPAD countries improve the investment-related content of Africa‘s 

peer review process and to support implementation of investment climate reform policies, 

with a specific focus on the investment environment conditions conducive to attracting 

investment for development in the water and sanitation sector. 

In order to set the scene for the ensuring assessment of the PFI investment tool in relation 

to the APRM process, this paper begins with a brief review of the investment climate in 

Zambia. This will serve as a basis for determining the extent to which the tool kit is 

relevant in the Zambia context. 

3.0 The Investment Climate in Zambia 

Zambia has in recent years embarked on a vigorous reform programme aimed at 

attracting investment, especially foreign investment, into the country. Since the 1990s, 

the Government has taken policy, legal and institutional measures aimed at creating an 

enabling environment for the private sector. This is a change from the more statist 

approach adopted in the 1970s, which included nationalisations and a greater role for the 

state in economic management. 

3.1 Key Investment Policy Initiatives in Zambia 

The current focus on attracting investment in Zambia has resulted in some 

complementary reforms, including the 1993 Investment Act with liberal provisions for 

foreign investment. This has now been superseded by the Private Sector Development 

Programme (PSD) programme which is the Government‘s flagship investment promotion 

programme.  

In 2005, the Government of the Republic of Zambia (GRZ), in partnership with the 

private sector through the Zambia Business Forum (ZBF), initiated implementation of a 

broader Private Sector Development Reform Action Plan and Implementation Framework 

to address existing barriers to investment. The PSD Reform Programme, which requires 

GRZ to implement a comprehensive programme of investment climate reforms on an 

accelerated basis, was approved at a stakeholders‘ forum (PSD Forum 2004) and 
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launched as the roadmap to creating the right environment for investment, infrastructure 

development and private sector - led economic growth.
11

 

Six reform areas were identified under the PSD Reform Programme:  

 Policy environment and institutions;  

 Regulation and laws;  

 Infrastructure;  

 Business facilitation and economic diversification;  

 Trade expansion; and,  

 Citizens empowerment.  

Although the PSD Reform Programme got off to a slow start, efforts have since been 

made to quicken the pace of implementation. A PSD Steering Committee, with 

stakeholder representation from the Government, the private sector and Cooperating 

Partners (CPs) was established, to enhance the implementation of the programme. The 

Steering Committee is being assisted by an Implementation Committee to oversee the 

introduction of the PSD reforms.  

PSD desk officers have also been appointed as contact points for the PSD Reform 

Programme in all participating ministries. In addition, 11 Working Groups were 

constituted to work on the identified priority reform areas. 

The Ministry of Commerce, Trade and Industry (MCTI), through the Office of the 

Special Assistant to the President, assumed a coordinating role in the implementation of 

the PSD Action Plan. The CPs have also recognised the need to coordinate among 

themselves and formed an informal PSD committee to enhance the PSD agenda.    

3.2 Macro-Economic Stability 

The promotion of investment in Zambia has significantly benefited from recent 

improvements in Zambia‘s macro-economic environment. Since the MMD Government 

came to power in 1991, it has, under close guidance from the International Monetary 

Fund (IMF) and the World Bank, been pursuing prudent fiscal and appropriate monetary 

policies.  

As discussed later, these policies have resulted in improved economic management in 

Zambia. During 2000–05, real GDP growth averaged 4.5 percent a year, as mining 

recovered and construction picked up because of a surge in housing demand. In 2006, 

Zambia‘s GDP growth rate was 6.2 percent. According to the ZHDR (2007), real per 

                                                           
11

The preparation process for the PSD Forum 2004 effectively started with the commissioning of two new 

studies on barriers to private sector development in Zambia with the support of the World Bank. These 

studies revealed a number of significant barriers to investment, especially the following: the cost of finance,  

macroeconomic instability, tax rates and administration, regulatory policy uncertainty, crime and 

corruption, and infrastructure.  Others include custom regulations, labour regulations, business licensing 

and operating permits, and duty draw back. 
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capita GDP has grown from K234,933 in 1998 to K276,416 in 2004. Table 1 below 

summarises Zambia economic performance in the period 2000 and 2006.
12

  

 

Table 1: Zambia’s Key Macroeconomic Indicators, 2000- 2006  

 2000 2001 2002 2003 2004 2005 2006 

GDP (current US$ Bn) 3.2 3.6 3.6 4.3 5.4 7.3 *** 

Real GDP growth rate 3.6 4.9 3.3 5.1 5.4 5.2 6.2 

Inflation rate, annual (%) 30.1 18.7 26.7 17.2 17.5 15.9 8.2 

Long term debt (US$ Bn) 4.5 4.9 5.3 5.9 6.2 *** *** 

Source: Economic Reports 2000 – 2006. 

Gross national savings grew from 16.5 to 20.6 percent of GDP from 2002 to 2003.  There 

has also been a steady growth in non-traditional exports most of which are agricultural-

based, such as cotton, tobacco, floriculture and horticulture, and coffee. Inflation—in 

double digits (15.9 percent) during most of 2005 – moderated at year-end, partly in 

response to the sharp appreciation of the Zambian kwacha. Zambia has now attained 

single digit inflation at 8 percent. Figure 1 below captures recent trends in GDP growth 
and inflation for Zambia. 

Graph 1: Trends  in  GDP  Growth  and  Inflation, 1993 - 2006
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From Graph 1, it is clear that the economy has assumed an upward trend in economic 

growth since about 2000 and a declining trend in overall inflation. However, economic 

growth has not translated yet into a significant reduction in poverty levels. 

                                                           
12

 At present, the exchange rate between the US dollar and the Zambian Kwacha is about $1: K3390 
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Through improved fiscal management, Zambia has reduced its overall deficit (including 

grants) while allowing for increased spending for poverty reduction. As discussed later, 

the Government is also implementing structural reforms to increase the efficiency and 

effectiveness of the public sector, improve debt management, deepen the financial sector, 

and promote private sector development.  

3.3 Flows and Impact of Investment Promotion 

As the Government embarked on serious economic reforms, the levels of foreign 

investment began to rise. UNCTAD (2006) notes that the level of FDI rose from 121.7 

million in 2000 to $334 million in 2004. According to the Minister of Commerce and 

Industry, FDI is now expected to reach 1.4 billion by December 2007. In general, 

however, FDI in Zambia has been among the lowest in the Southern African region 

(Graph 2). 

Graph 2: FDI Flows in Zambia and Southern and Eastern Africa Region 

527

418

172

470

391

239

473

346

259

-

100

200

300

400

500

600

U
S

 $

2003 2004 2005

Tanzania

Botswana

Mozambique

Uganda

Zambia

Namibia

 

Source: UNCTAD World Investment Reports 

Systematic data on FDI inflows by sector, industry or country of origin are not easily 

accessible. In general, FDI in Zambia has been concentrated in the mining sector, both in 

terms of stocks and flows since the mid-1990s. Other key sectors that have benefited 

from foreign investment are the services sector and agriculture, especially agri-business.  

The overall impact of FDI in Zambia is difficult to assess. Nonetheless, the following are 

notable: rehabilitation of copper mines, export diversification, modernised services, and 

increased employment opportunities. FDI is yet to contribute significantly to the 

development of stronger business relationships with domestic enterprises, which, as 

UNCTAD (2006) observes, is an essential condition for sustained skills transfer and 

technological capability. 

3.4 Key Investment Challenges 
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Despite the above efforts aimed at promoting investment in Zambia, there remain 

significant legal and administrative challenges. According to the World bank (2004), the 

key challenges include the cost of finance, tax rates and administration, regulatory policy 

uncertainty, crime and corruption, and poor infrastructure. Others are cumbersome and 

complex custom regulations, labour regulations, business licensing and operating permits, 

and duty draw back. Graph 3 gives an index of economic freedom in Zambia and selected 

African countries. 

Graph 3: The Index of Economic Freedom in Selected African Countries 
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Source: Heritage Foundation Index of Economic Freedom 2007. 

However, Zambia has great potential to attract higher levels of investment, especially 

FDI. UNCTAD (2006) notes that the country has strong assets such as a rich resource 

base; arable land; political stability; and, a relatively skilled labour force. 

UNCTAD (2006) further notes that, besides these assets, Zambia has special market 

access opportunities under the Common Market for Eastern and Southern Africa 

(COMESA), Southern African Development Community (SADC), African Growth and 

Opportunity Act (AGOA) of the United States of America and the Everything But Arms 

Initiative of the European Union.  

Zambia can realize its investment potential by streamlining its investment policy 

framework, infrastructure, and the costs of doing business in order to make the country‘s 

producers competitive globally and regionally. It is against this background that this 

paper examines the investment climate content of the APRM Self-Assessment 

questionnaire and the PFI Users Toolkit (initial draft) to assess the country‘s investment 

climate.   
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4.0 Applying the PFI Users’ Toolkit to the Investment Climate Content of the 

APRM Process in Zambia 

As part of the assessment, we completed the investment climate related questions in the 

APRM Self-Assessment questionnaire, using Zambia as a case study. In doing so, we 

dealt with questions selected from the four thematic areas of the review process: 

Democracy and Good Political Governance, Economic Governance and Management, 

Corporate Governance and Socio-Economic Development. 

In the case of the PFI Users‘ Toolkit Guidance, we used some questions from selected 

chapters in order to assess the usefulness of the PFI guidance for fulfilling the Self 

Assessment phase of the APRM. The point of this exercise was not, of course, to make 

headway with Zambia‘s APRM process. Rather, it is designed to help us identify what 

was missing, the user friendliness of the PFI guidance, and its relevance in an African 

country context. 

4.1 The PFI Users’ Toolkit and the APRM Self-Assessment Questionnaire 

Below we give the responses to the PFI questions which are mapped with what are 

considered as questions from the APRM Self-Evaluation questionnaire that concern or 

relate to the investment climate. The mapping of the investment climate content of the 

APRM Self-Assessment questionnaire takes a very broad interpretation of what bears on 

the investment climate. It is not intended, nor possible to interpret the mapping as a direct 

correspondence between the two sets of questions. Often the Self-Assessment questions 

themselves have relevance to both the investment climate and broader governance 

arrangements, whereas the PFI questions are more specific to policies for investment. 

Democracy and Good Political Governance 

APRM Obj 2, Q.2: What weight do provisions establishing the rule of law and the 

supremacy of the constitution carry in practice? 

The Constitution of Zambia (under review) provides the bedrock for the rule of law. It is 

the supreme law of the Republic of Zambia. Laws, regulations, policies, practices or 

conduct inconsistent with the Constitution are invalid and the obligations imposed by it 

must be fulfilled. 

The Constitution also entrenches a comprehensive set of inalienable rights. These include 

the right to freedom of association; the right to assembly; the right to form a political 

party; and, the right to equality before the law. Others are the right to protection from 

discrimination and the right to freedom of religion. 

The Government of the Republic of Zambia (hereafter GRZ) has also established 

watchdog institutions like the Human Rights Commission (HRC). However, some of 

these institutions face capacity problems. In some cases, corrupt practices, low 

performance, lack of accountability, and over-centralisation constrain the effective 

enforcement of law and order.  

At present, the constitutional review process has attracted heated debate in Zambia. 

Unfortunately, the debate and arguments over a suitable mode for adopting the 

constitution have become somewhat acrimonious. The major contentious issue appears to 

be the composition of the proposed Zambia Constitutional Conference (ZCF), which is 



 

77 

 

supposed to adopt the new constitution, with opponents arguing that it has an in-built 

ruling party majority.  

PFI Ch 1, Q. 1: What steps has the government taken to ensure that the laws and 

regulations dealing with investments and investors, including small and medium-sized 

enterprises, and their implementation and enforcement are clear, transparent, readily 

accessible and do not impose unnecessary burdens? 

The laws and regulations dealing with investments and investors, including small and 

medium-sized enterprises, are contained in the Investment Act.  The principal law 

relating to both local and foreign investment in Zambia is the Zambia Development Act 

(ZDA Act) of 2006. 

GRZ passed the Zambia Development Agency Act in 2006, which has resulted in the 

establishment of the Zambia Development Agency (ZDA) – a one stop investment 

shop.
13

 The ZDA Act spells out the rights and incentives of investors.  

According to Mr Siazongo Siakalenge, Director of Industry at the MCTI, the government 

consulted all stakeholders widely before enactment of the ZDA Act.
14

 He stated that the 

government made an attempt to review and amend the Investment Act of 1993 prior to 

the enactment of the ZDA Act.  

Although the law still has yet to be tested, there are already some ambiguities as regards 

the incentives to be enjoyed by investors and the respective thresholds that trigger these 

incentives. There is, therefore, a need to issue clear guidelines or regulations in respect to 

the Act to avoid ambiguities and confusion with investors or adhoc granting of incentives 

to investors.  According to the Permanent Secretary in the Ministry of Commerce, Trade 

and Industry, the ZDA is currently being reviewed. 

Moreover, GRZ does not seem to have a good communication system in place, which it 

can use to raise awareness about the contents of the ZDA Act. This has resulted in limited 

understanding and visibility of the PSD Reform Programme.  

APRM Obj 3, Q.2: What steps have been taken to facilitate equal access to justice for 

all? 

As noted above, the Constitution in Zambia guarantees equality before the law for all 

citizens. This is backed by a relatively independent judiciary. In addition, the 

Government established the HRC whose mandate is to investigate the violation and abuse 

of human rights. The Legal Aid Department was established to assist those who cannot 

afford the services of a private lawyer. There is also the Police Complaints Authority 

(PCA) 

                                                           
13

 The one-stop shop concept is defined as the provision of services such as land, customs, immigration and 

utilities under one roof. 

14
Proceedings of the Zambia Business Forum (ZBF) Private Sector Conference on the Zambia 

Development Agency (ZDA) Act (2006) Implementation (2006). 
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Besides these initiatives, there are several civil society organizations (CSOs) that are 

engaged in human rights advocacy. Others such as the Legal Resources Foundation 

(LRF) also provide legal services to poor members of society. However, the extent to 

which ordinary citizens access the services of these organizations is not clear.  

PFI Ch 1, Q.4: Is the system of contract enforcement effective and widely accessible to 

all investors? What alternative systems of dispute settlement has the government 

established to ensure the widest possible scope of protection at a reasonable cost?  

Zambia has a chequered history of investment disputes dating back to the period of 

nationalization. However, the situation has improved since 1991. International arbitration 

is a right for investors covered by Bilateral Investment Treaties (BITs). Otherwise, and if 

both parties agree, investors may resort to international arbitration, under the 2000 

Arbitration Act. Zambia is a signatory to the 1958 New York Convention, has signed the 

UNCITRAL model law and is a member of the International Centre for the Settlement of 

Investment Disputes (ICSID). This means that where international arbitration is used, the 

resulting arbital award is binding and must be enforced in Zambia. 

The 2000 Arbitration Act also provides for domestic arbitration, which was used 

successfully in the case of private mobile phone provider Telecel versus state-owned 

ZAMTEL. The dispute was settled in seven months. The results of domestic arbitration 

are also legally binding. USAID and the Law Association of Zambia are currently in the 

process of reviewing the legal and institutional framework in favour of strengthening 

national arbitration. 

APRM Obj 5, Q.1: What measures have been taken in the country to strengthen 

institutions for an efficient and an effective public service? 

GRZ is presently implementing a public sector reform programme based on the following 

three pillars: Public Expenditure Management and Financial accountability; Public Sector 

Management; and, the decentralisation process.   

(i) Public Expenditure Management and Financial accountability (PEMFA) 

Under PEMFA, the key milestones will be the piloting of an Integrated Financial 

Management Systems (IFMS) in a few ministries, provinces and spending agencies 

(MSPAs). It is envisaged that IMFIS will be rolled out to all MSPAs by 2009. 

(ii) Public Sector Management (PSM) 

The Zambian government has been implementing the Public Sector Reform Programme 

(PSRP) for more than ten years. The primary objective of the PSRP is the reduction in the 

size of the civil service, improvement in the quality of the civil service, and streamlining 

the administrative process in public service management.15 Under PSM, the main focus 

will be the ‗right-sizing‘ of government and the completion of the reconstruction of the 

remaining institutions. 

Cabinet Office, under the Office of the President, has the overall responsibility of 

implementing the reform programme. More specifically, the Management Development 

                                                           
15

 UNDP, Governance: Enhanced Public Sector Managerial Skills Development (ZAM/02/004/01/99/A) 

p.4. 
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Division (MDD) within Cabinet Office is charged with the responsibility of introducing 

and developing new systems and procedures for implementing the reform programme in 

the line ministries; the Public Sector Management Division (PSMD) is in charge of 

assessing and developing the capacity needed to ensure that the introduced systems and 

procedures are implemented in the line ministries and that they are efficient and 

sustainable. The Public Service Commission, on the other hand, is responsible for 

ensuring the impartiality of the human resources management process as well as the 

overall restructuring process of the public service.
16

 

However, it appears that progress in reforming the public sector has been slow. As a 

result, nothing much seems to have changed in terms of efficiency and effectiveness – a 

clear manifestation of reduced state capacity. This is despite a reduction in the number of 

public workers.  

(iii) Decentralisation process 

At independence in 1964, Zambia retained the strongly centralised and exclusive 

administrative structure of the colonial system. Over the years since independence, 

successive governments have failed to restructure the inherited system of local 

governance, resulting in the lack of significant transfer of responsibilities, authority, 

functions, as well as power and appropriate resources, to provincial, district and sub-

district levels.  

The current MMD Government is making an attempt to decentralise authority to 

provincial, district and sub-district levels. In 2002, GRZ adopted a new National 

Decentralisation Policy (NDP), which was officially launched by the President in 

September 2005.  Under the Decentralisation Policy, the district level is expected to be 

the focus for the planning and delivery of public services.  

One of the processes of decentralisation is ‗fiscal decentralisation‘ which is the allocation 

of revenue responsibilities and the rationalisation of expenditures between and among 

various tiers of government (basically between the central and local governments). It is 

envisaged that fiscal decentralisation will improve implementation of programmes and 

service delivery at the local level. 

Fiscal decentralisation is expected to start in 2007. Underlying this process is the 

recognition that successful decentralisation, especially fiscal decentralisation, is 

dependent on municipal authorities that have the capacity to carry out their service 

delivery assignments. When municipal authorities lack such delivery capacity, 

transferring additional capital resources and/or recurrent responsibilities will not produce 

desirable results/outcomes. 

In recognition of this, GRZ has identified three steps which are seen as key towards the 

establishment of a sustainable inter-government transfer system. These are: 

 That local authorities are appropriately structured with adequate human 

resources and systems to conduct their core business;  

                                                           

16
 Ibid. 
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 That local authorities have adequate recurrent financial resources to retain the 

capacity to deliver services; and 

 That local authorities optimise the generation of their own resources, 

rationalise and reassign sectoral responsibilities and resources, and 

conditionally fund capital requirements through predictable and transparent 

mechanisms. 

The government has in this regard identified three modalities of fiscal transfers to 

municipal authorities, which are currently being worked out: restructuring grant, 

recurrent grant and capital grant. 

 Restructuring grant: this is meant to facilitate the restructuring of local 

authorities by clearing retrenchment/retirement costs and other debts; 

 Recurrent grant: this is intended to support the recurrent costs of running local 

authorities in addition to their own resources such as property tax, personal 

levy and user charges and thereby address both vertical and horizontal fiscal 

imbalances. It is envisaged that the recurrent grant would replace the current 

ad hoc general purpose grant being given to local government; and, 

 Capital grant: this grant is meant to serve as a mode through which resources 

for development will be channelled to local authorities. 

However, it is yet to seen how these measures will work out in practice. The burden of 

running local government in Zambia is enormous. Critics argue that most local authorities 

in Zambia are either dysfunctional or insolvent, or both. This raises some fundamental 

questions about government capacity to restructure local authorities in Zambia. The CRC 

should seriously explore this issue. 

PFI Ch 2, Q.2: Has the government established an investment promotion agency 

(IPA)? To what extent has the structure, mission, and legal status of the IPA been 

informed by and benchmarked against international good practices? 

In order to improve the business environment in the country, GRZ has established the 

Zambia Development Agency as a one-stop investment shop under Act 11 of 2006 which 

became effective on July 11, 2006. The ZDA is responsible for fostering economic 

growth through promotion of Micro, Small and Medium Enterprises (MSMEs) and trade 

and investment promotion in the country. 

ZDA was formed after five separate institutions
17

 collapsed by repealing the Acts which 

set up their operations. The ZDA formation as a one-stop shop came as a result of the 

need to improve efficiency and effectiveness of the five merged institutions. The board 

composition of the ZDA, however, was dominated by officials from the Government and/ 

or public institutions. There‘s a need to exclude those Government ministries or 

departments from the Board of Directors (BoD) that were not essential to achieving the 

ZDA mandate. Critics argue that the domineering presence of Government ministries on 

                                                           

17
 These are the Export Board of Zambia (EBZ), Small Enterprises Development Board (SEDB), Zambia 

Export Processing Zones Authority (ZEPZA), Zambia Investment Centre (ZIC) and Zambia Privatisation 

Agency (ZPA). 
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the BoD compromises board independence, especially that it is constituted and dissolved 

by the Minister, MCTI. It has been suggested that Parliament should appoint and ratify 

BoD to guarantee autonomy.  

Before the formation of the Zambia Development Agency (ZDA) in 2006, the role 

investment promotion was carried out by the Investment Centre. The Investment Centre, 

following the formation of ZDA, is now operating under ZDA. The Investment Centre 

was, however, plagued with funding problems and was therefore not able to carry a 

number of its designated functions effectively and efficiently. 

ZDA‘s vision is aimed at making it the most professional and efficient economic 

development body in the region by attracting a high quality and motivated staff. But for 

ZDA to succeed in achieving goals and objectives there is need to spend 90 percent of its 

resources on operations and the remainder on staffing costs. There is also need for 

physical reduction in red tape and increased internal synergies for export promotion, 

MSME development and investment promotions at the ZDA. 

A conference on the ZDA Act held from June 19
th

 to 20
th

 2007 at the Intercontinental 

Hotel, Lusaka, was challenged to come up with an Action Plan anchored on the following 

three pillars: 

 Make ZDA fully operational. There was need to address transitional issues. 

The Government has already provided in the budget an allocation of ZMK 23 

billion for redundancies. This also includes recruitment of a new CEO for 

ZDA. All this is earmarked for 1
st
 July 2007; 

 Need to set up operational and strategic performance benchmarks for ZDA. 

The Board of ZDA needs to be informed of what private sector needs are 

constituted of; and 

 Medium and long-term direction of ZDA. How does the current set-up of 

ZDA lead to accomplishment of the Fifth National Development Programme 

(FNDP) Vision 2030. The nation also needs economic growth higher than 6 

percent. 

The three pillars were anchored on reducing the cost of doing business, expanding the 

export base, increasing investment flows and creating an investor-friendly environment. 

The minister challenged ZDA and ZBF to hold quarterly meetings with MCTI to monitor 

and review performance. 

However, it is not clear the extent to which the structure, mission, and legal status of the 

ZDA has been informed by and benchmarked against international good practices. 

Information on this was not made public. But much pressure is being put on ZDA by 

stakeholders and partners to follow good practices in the region and further afield, while 

domestic investors are pressuring ZDA to support local investment initiatives. 

Economic Governance and Management 

APRM Obj 1, Q.3: What sectoral or microeconomic policies has your country 

developed and implemented to promote economic growth and sustainable development? 



 

82 

 

In order to improve the business climate, the government has, as previously noted, 

established the Private Sector Development Programme. The PSD programme action plan 

covers 72 measures. These can be grouped into policy environment and institutions, trade 

expansion, infrastructure, citizens‘ empowerment, business facilitation and economic 

diversification, and laws and regulation.  

Despite attempts to strengthen the implementation structure in order to quicken the pace 

of PSD reforms, the general consensus among senior Government officials, PSD Desk 

Officers and Working Group Chairpersons and programme staff is that the pace of 

implementation has been very low and should be increased.  

In interviews, several PSD Desk Officers, Working Group Chairpersons and other 

stakeholders admitted that the reforms were still in their infancy. They were, therefore, 

not able to give any tangible programmes that had been implemented. Where there was 

some progress, as in the case of the labour law reform, participating ministries have been 

forced to use their own resources to drive the reform process forward.
18

 

The government officials and members of the private sector interviewed for this study 

commonly cited the following as some of the major reasons that account for the slow 

pace of the PSD Reform Programme implementation process: 

 Delays in formalizing and standardizing processes (took time to create common 

standards); 

 Lack of commitment in some government ministries; 

 Lack of time (owing to many assignments); 

 Capacity problems in some working groups; 

 Resistance to change among some civil servants; and 

 Bureaucracy and lengthy approval processes and procedures. 

Other challenges identified by the officials were: 

 Delays in decision-making with regard to release of PSD funds;  

 Mutual suspicion between the public and private sectors (although the relationship 

has now considerably improved);  

 Delays in implementing activities that require cabinet approval; and 

 The 2006 elections. 

These challenges have resulted in a gap between reforms and implementation. However, 

there is also some consensus among various stakeholders that the PSD programme has 

achieved some limited success. The notable successes include the establishment of the 
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 While the Labour Working Group has not done much, the Ministry of Labour has used its own funds to 

undertake the labour law reforms. The Implementation Committee just approved a work plan and budget of 

this Working Group. As a result, the labour law reforms have almost been completed without any financial 

contribution from the Private Sector Management Unit according to ministry officials. 
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Zambia Development Agency (ZDA); minimum wage legislation; and, the establishment 

of the Citizens Economic Empowerment Commission (CEEC). 

PFI guidance 

A case could be made for the whole of the PFI applying to this question. More narrowly, 

it most closely relates to all of the PFI questions in Chapters 1, 3 and 4. While micro-

economic policies generally focus on investment, the question in the APRM 

questionnaire is too general to bring out specific issues on a country‘s investment climate. 

Moreover, the indicators under this question in the APRM questionnaire are not specific 

to an investment climate.   

APRM Obj 1, Q.4: What has your country done to increase domestic resource 

mobilisation including public and private savings and capital formation, and reduce 

capital flight? 

The Government has taken a number of measures to improve domestic resource 

mobilization: 

1) GRZ has reduced its borrowing in an effort to free up capital for 

private investment;  

2) GRZ is gradually raising government revenues—by improving tax 

administration and widening the tax base by further bringing in the 

informal sector into the tax base—while exercising strict control on 

government expenditures; 

3) Government is exploring the scope for revising the taxation of mining 

(given the current high copper price and increased copper production), 

without violating existing agreements;  

4) Expected increases in donor assistance, including in the form of budget 

support, as a result of HIPC qualification would provide room for a 

greater expansion of government spending; and 

5) A strengthening of budget execution will not only be critical to enable 

donors to increase budget support, but also to improve public sector 

service delivery and investment.  

PFI guidance 

A case could be made for the whole of the PFI applying to this question. A more limited 

interpretation on capital formation would relate to Chapters 1 and 2. Thus, in a narrower 

sense, the emphasis on the creation of a robust investment climate can be seen as an 

attempt to increase domestic resource mobilisation by attracting investment for enterprise 

creation. The assumption is that an increase in the creation of new enterprises or an 

increase in production and productivity in existing enterprises can broaden the tax base in 

a country. But this should be seen as one of the measures needed to increase domestic 

resource mobilisation. As the response to the APRM questionnaire shows, there are 

several measures that can be taken to increase domestic resource mobilisation. In this 

sense, the question in the APRM questionnaire is much broader and more encompassing 

than the PFI Guidance.  
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APRM Obj 2, Q.2: What measures has your country taken to make economic policies 

predictable? 

GRZ has initiated several national planning frameworks to make economic policy 

predictable. In July 2002, the Zambian Government officially launched its first Poverty 

Reduction Strategy Paper (PRSP) for the period 2002-2004. In October 2002, the 

Government adopted the Transitional National Development Plan (TNDP) for the period 

2002-2005 incorporating and expanding the scope of the PRSP. The TNDP encompassed 

all the areas in the PRSP and included others such as the Judiciary, Law and Order, and 

Defence and Security. GRZ has now launched the Fifth National Development Plan and 

Vision 2030. In addition, GRZ relies on the Medium Term Expenditure Framework for 

medium term budgeting. 

To make policies predictable, these planning frameworks have a ‗vision‘ as in Vision 

2030 and goals and objectives (FNDP) which should be pursued in order to attain this 

vision. On the other hand, the MTEF is a medium-term (three-year) budget framework 

within which resources, from government and donors are allocated to achieve set 

objectives. It is based on current projections and resource commitments. The objectives 

and the targets for the MTEF are the same as those under the FNDP. Moreover, the 

MTEF is supposed to be supportive of the medium term development plans of a country 

anyway. Critics, however, argue that despite their good objectives, the FNDP and Vision 

2030 do not set any specific programmes or indicators that can be monitored.  

PFI guidance 

The predictability of policies, is closely related to the concept of transparency, a principle 

that transverses the PFI. But it should be noted that in the PFI guidance, there are no 

specific questions on economic policies. Moreover, the PFI takes the existence of a stable 

macro economic environment as a pre-condition for an enabling investment climate. 

Hence, the focus is mainly on the transparency of policies for investment. In contrast, the 

APRM questionnaire appears to be strong on economic policy and weak on specific 

issues relating to the investment climate.  

APRM Obj 2, Q.3: What are the main challenges that the country faces with respect to 

coordinating the efforts of various departments in implementing sound, transparent 

and predictable economic policies? 

In Zambia, development planning and economic policy formulation is highly centralised. 

This is mainly due to the nature of the current administrative system in the country, 

which successive governments have so far failed to address through effective 

decentralisation. 

At national level, there exists the Cabinet Office, which is responsible for the 

management and coordination of the civil service. In order to enhance the operations at 

national level, Cabinet Office is expected to coordinate development activities through 

the National Development Coordinating Committee (NDCC).  

In terms of development planning, sector ministries prepare plans based on their core 

functions, which they submit to the Ministry of Finance and National Planning (MoFNP) 

for funding. Although sectoral ministerial plans were to be submitted to the NDCC for 
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scrutiny and approval, this has not been the case due to administrative and management 

problems, which has resulted in poor coordination. The focus has now shifted to the use 

of multi-stakeholder Sector Advisory Groups (SAGs). The SAGs are supposed to provide 

a public forum for discussing developmental programmes in a particular ministry.  

PFI guidance 

Although the PFI is a flexible tool with multiple applications, it does not specifically 

address the issue of coordination in the same manner that the APRM questionnaire does. 

While there is potential for users in the centres of government and the macro-structural 

government policy departments, whose responsibilities include ensuring policy coherence 

across government, to use the PFI guidance as a self-evaluation mechanism, the absence 

of specific questions on coordination challenges might make it difficult for policy makers 

to do so. Guidance on how to instigate a co-ordinated process of investment climate 

assessment is a gap in the PFI that the first part of the PFI Users Toolkit will usefully 

address. 

APRM Obj 5, Q.1: Is your country a member of any regional economic integration 

arrangement and what are the benefits and challenges of such membership? 

Zambia presently belongs to two regional groupings: the Southern African Development 

Community (SADC) and the Common Market for Eastern and Southern Africa 

(COMESA). The country derives benefits from both organizations. 

SADC 

Zambia has immensely benefited from SADC through trade (exports and imports). South 

Africa is Zambia‘s major source of imports and a major export destination. Although 

cautious, Zambia hopes to gain more from the proposed SADC free trade zone. 

COMESA 

As in the case of SADC, Zambia benefits in terms privileged market access to COMESA. 

Although the volume of trade is not as high as that with SADC the potential for growth is 

immense.  

Zambia‘s dual membership dilemma 

With calls for countries in the SADC region to avoid dual membership of regional 

organizations, Zambia finds itself in a big dilemma regarding which regional organization 

to withdraw from. There are strong arguments for and against Zambia‘s continued 

membership in the two regional groupings. 

In view of this, it is important for Zambia to conduct an analysis and carefully address the 

issue of dual membership to SADC and COMESA with a view to designing a strategy to 

avoid, or cope with, possible policy conflicts between the two regional groupings.  

PFI Ch 1, Q.7: Are investment policy authorities working with their counterparts in 

other economies to expand international treaties on the promotion and protection of 

investment? Has the government reviewed existing international treaties and 

commitments periodically to determine whether their provisions create a more 

attractive environment for investment?  What measures exist to ensure effective 
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compliance with the country’s commitments under its international investment 

agreements? 

The Zambia Development Agency is working with other IPAs in the sub-region to set 

and adopt common standards for goods and services. Deliberations in SADC and 

COMESA meetings constantly review existing treaties and regulations. Zambia is a 

signatory to many treaties, protocols and resolutions but several have not yet been 

domesticated. 

PFI Ch 2, Q.8: Has the government made use of international and regional initiatives 

aimed at building investment promotion expertise, such as those offered by the World 

Bank and other intergovernmental organisations?  Has the IPA joined regional and 

international networks? 

GRZ has used international and regional initiatives to acquire investment promotion 

expertise. At present, the government is using UNCTAD and the Japanese Bank for 

International Cooperation (JBIC) to assist government in investment promotion and 

facilitation.  

But there is a need to ensure local capacity is built in the process. According to the 

Chairperson of the Private Sector Development Association (PSDA), regional initiatives 

have borne some fruits, while international initiatives have had very little impact so far. 

In the case of ZDA, it is not yet clear whether it is making use of such expertise since it is 

not fully operational. It is also not clear whether ZDA has joined regional and 

international initiatives to learn and adopt best practices.  

PFI Ch 2, Q.9: To what extent has the government taken advantage of information 

exchange networks for promoting investment? 

The PSDP lacks a comprehensive and integrated communication strategy. There is 

presently a disjointed or an uncoordinated approach to information dissemination on the 

PSDP, with isolated messages appearing in the media. Some working groups within the 

PSDP have initiated their own communication programmes and have sponsored a number 

of meetings, briefings and radio programmes to explain their reforms and the progress 

made thus far. These messages do not provide a broader picture of the PSDP reforms. 

Thus, far, no serious effort has been made to coordinate existing working group outreach 

campaigns and activities, and promote coherence or complementarities within the PSD 

Reform Programme.  As a result, there is presently lack of or little awareness of the PSD 

reforms among the intended beneficiaries.  

APRM Obj 5, Q.2: What measures has your country taken to ensure that national 

policies, including policies in respect of intra-African trade and investment promotion, 

are consistent with and supportive of regional economic integration objectives? 

As a member of both SADC and COMESA, Zambia has taken measures to implement 

policies that are agreed within the framework of regional cooperation. Sometimes, this 

has been done at the expense of Zambia‘s national interests. An example is the reduction 

in tariffs. At present, Zambian manufactures are struggling to survive because of 

increased competition from neighbouring countries. While duty on imported finished 
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products has been significantly reduced, inputs or raw materials that local manufactures 

use still attract duty. This makes their products uncompetitive on the domestic market.  

PFI Ch 1, Q.7: Are investment policy authorities working with their counterparts in 

other economies to expand international treaties on the promotion and protection of 

investment?  

Zambia has signed bilateral, reciprocal, promotion and protection of investment protocols 

with most of the Common market for eastern and Southern Africa and the Southern 

African development Community member states, offering enormous trade and investment 

opportunities. In November 2001, COMESA signed a Trade and Investment Framework 

Agreement with the United States, in which Zambia is included. In 2000, Zambia became 

a beneficiary of the African Growth and Opportunity Act (AGOA), a framework for US 

trade, investment, and development policy for sub-Saharan Africa. Zambia is also party 

to the Cotonou Agreement, which gives rise to new opportunities that allow foreign 

investors preferential access to the markets of industrialised countries for a range of 

products exported from Zambia. Zambia is also a signatory to the Multilateral Investment 

Guarantee Agency (MIGA), which guarantees foreign investment protection in case of 

war, civil strife, disasters, other disturbances, or in case of expropriation. 

Zambia is also a member of several multilateral agreements on investment, notably, the 

Washington Convention, which put in place ICSID (since 1970), and MIGA (since 1988). 

The country has signed 12 Bilateral Investment Treaties (BITs)
19

, with Belgium, China, 

Croatia, Cuba, Egypt, France, Germany, Ghana, Italy, Luxemburg, the Netherlands and 

Switzerland, of which only the BITs with Germany and Switzerland have been ratified. 

Thus the BITs network is thin and important investors, such as the United Kingdom and 

South Africa, are not represented. 

In addition, Zambia has entered into Double Taxation Agreements (DTAs) with 21 

countries, including Canada, Denmark, Finland, France, Germany, Holland, India, Italy, 

Japan, Kenya, Mauritius, Norway, Romania, South Africa, Sweden, Tanzania, Uganda, 

United Kingdom, Serbia and Zimbabwe. In principle, double taxation agreements enable 

offsetting tax paid in one of the two countries against the tax payable in the other, in this 

way preventing double taxation.  

PFI Ch 2, Q. 1: Does the government have a strategy for developing a sound, broad-

based business environment and within this strategy, what role is given to investment 

promotion and facilitation measures?   

All efforts aimed at attracting foreign investors and mobilizing local investment has 

become a part of the government‘s development agenda. It is government policy to 

promote private sector – led economic growth and development. In this respect, the 

strategy for developing a sound, broad-based business environment in Zambia is the 

FNDP and Vision 2030. In line with the provisions of the FNDP, domestic policies and 

regulations on private sector development are being amended to facilitate private sector- 

                                                           

19
BITs primary focus is the protection of investment of the investing country and promotion of investment 

between the two signatory countries. 
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led growth. Within the context of the PSDP, investment promotion and facilitation is one 

of the key identified reform areas. However, business facilitation is still problematic. 

PFI Ch 2, Q.6 What mechanisms has the government established for the evaluation of 

the costs and benefits of investment incentives, their appropriate duration, their 

transparency, and their impact on the economic interests of other countries? 

GRZ conducts cost-benefit analysis on each investment permit application and evaluation 

to ensure that investors meet their commitments. At present, the ZDA Act involves the 

government in judging whether every proposed investment is desirable on a number of 

broad criteria of promoting economic development, employment, exports and transfer of 

technology. The ECZ also carries out environmental impact assessments (EIA) on certain 

types of investment. GRZ has also set up the Citizens Economic Empowerment 

Commission (CEEC). 

However, the ZDA does not seem to have an effective tracking system to follow up on 

investment commitments. Not surprisingly, it has been observed that, under the first 

Investment Act of 1992, before it was revised in 1996 and incorporated in the ZDA Act 

in 2006, a number of foreign investors abused the incentives. They came in the country to 

take advantage of the incentives and left immediately at the end of the incentive period. 

PFI Ch 2, Q.7: What steps has the government taken to promote investment linkages 

between businesses, especially between foreign affiliates and local enterprises?   

GRZ uses foreign missions accredited to Zambia and Zambian missions abroad to 

provide or obtain information, which can support the development of linkages between 

local enterprises and foreign affiliates. Available evidence, however, shows that business 

relationships between foreign affiliates and local companies are limited. The mining 

industry is linked to some support sectors that provide maintenance and basic machinery. 

Agriculture has provided more links with local producers, such as in the cotton and 

horticulture sectors. Linkages have been established with the local population through the 

use of outgrower schemes.
20

 

In view of this, the government should recognise the importance of promoting the growth 

of domestic enterprises. The presence (or absence) of strong local enterprises and 

industries is one of the determinants for FDI location.  

PFI Ch 2, Q.8: Has the government made use of international and regional initiatives 

aimed at building investment promotion expertise, such as those offered by the World 

Bank and other intergovernmental organisations?  Has the IPA joined regional and 

international networks?  

As noted above, GRZ has used international and regional initiatives to acquire investment 

promotion expertise. But, according to the Chairperson of the (Private Sector 

Development Association) PSDA, regional initiatives have borne some fruits, while 

international initiatives have had very little impact so far. In terms of networking, ZDA 

has joined regional and international initiatives to learn and adopt best practices.  
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 Where cotton and flower supply arrangements have been made with small individual farmers. 
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APRM Obj 5, Q.3: What measures has your country taken to ensure effective 

implementation of decisions and agreements made within regional economic 

integration arrangements? 

While some measures have been taken to implement policies that are agreed within the 

framework of these regional organizations, as noted above, there has been a major 

problem with implementation. This is particularly the case with regard to international 

treaties, many of which are yet to be ratified. 

PFI Ch 1, Q.7: Has the government reviewed existing international treaties and 

commitments periodically to determine whether their provisions create a more 

attractive environment for investment?  What measures exist to ensure effective 

compliance with the country’s commitments under its international investment 

agreements? 

As previously noted, Zambia belongs to SADC and COMESA. Deliberations in these 

regional groupings constantly review existing treaties and regulations. Zambia has also 

signed and ratified many treaties, protocols and resolutions but several have not yet been 

domesticated.  

Zambia is also a member of several multilateral agreements on investment, notably, the 

Washington Convention, which put in place ICSID (since 1970), and MIGA (since 1988). 

The country has signed 12 BITs, with Belgium, China, Croatia, Cuba, Egypt, France, 

Germany, Ghana, Italy, Luxemburg, the Netherlands and Switzerland, of which only the 

BITs with Germany and Switzerland have been ratified. Thus the BITs network is thin 

and important investors, such as the United Kingdom and South Africa, are not 

represented. 

In addition, Zambia has entered into Double Taxation Agreements (DTAs) with 21 

countries, including Canada, Denmark, Finland, France, Germany, Holland, India, Italy, 

Japan, Kenya, Mauritius, Norway, Romania, South Africa, Sweden, Tanzania, Uganda, 

United Kingdom, Serbia and Zimbabwe. In principle, double taxation agreements enable 

offsetting tax paid in one of the two countries against the tax payable in the other, in this 

way preventing double taxation 

Corporate Governance 

APRM Obj 1, Q.2: What is the regulatory framework for economic activities and to 

what extent does it facilitate commercial enterprise in the country? 

GRZ has come up with laws and regulations aimed at creating a supportive regulatory 

framework for companies. These include: 

 The Companies Act; 

 ZDA Act; 

 Employment Act; and 

 Industrial and Labour Relations Act. 

However, many of the current commercial or business-related laws are outdated and 

some modern business practices are not covered by current laws. As noted by UNCTAD 
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(2006)‘s Investment Policy Review in Zambia, Zambia‘s legacy from a one-party state 

command economy means that many of country‘s commercial or business-related laws, 

including labour legislation, the land tenure system, licensing, are lagging behind current 

business practices.   

PFI Ch 1, Q.1: What steps has the government taken to ensure that the laws and 

regulations dealing with investments and investors, including small and medium sized 

enterprises, and their implementation and enforcement are clear, transparent, readily 

accessible and do not impose unnecessary burdens? 

As previously noted, GRZ passed the Zambia Development Agency Act (1996) which 

has resulted in the establishment of the Zambia Development Agency (ZDA) – a one-stop 

investment shop. The ZDA Act spells out the rights, obligations and incentives of 

investors. Implementation is a bit problematic. While working groups within the PSD 

programme can initiate reforms or recommend, it is not clear how far they could go in 

pursuing the reforms with the government. This lack of clarity is a potential source of 

mistrust between the private sector and the government. Moreover, GRZ does not seem to 

have a good communication system in place, which it can use to raise awareness about 

the contents of the ZDA Act.  

PFI Ch 1, Q.4: Is the system of contract enforcement effective and widely accessible to 

all investors? What alternative systems of dispute settlement has the government 

established to ensure the widest possible scope of protection at a reasonable cost? 

Zambia has a chequered history of investment disputes dating back to the period of 

nationalization. However, the situation has improved since 1991. International arbitration 

is a right for investors covered by BITs. Otherwise, and if both parties agree, investors 

may resort to international arbitration, under the 2000 Arbitration Act. Zambia is a 

signatory to the 1958 New York Convention, has signed the UNCITRAL model law and 

is a member of the International Centre for the Settlement of Investment Disputes 

(ICSID). This means that where international arbitration is used, the resulting arbital 

award is binding and must be enforced in Zambia. 

The 2000 Arbitration Act also provides for domestic arbitration, which was used 

successfully in the case of private mobile phone provider Telecel versus state-owned 

ZAMTEL. The dispute was settled in seven months. The results of domestic arbitration 

are also legally binding. USAID and the Law Association of Zambia are currently in the 

process of reviewing the legal and institutional framework in favour of strengthening 

national arbitration. 

PFI Ch 10, Q.1: Has the government established and implemented a coherent and 

comprehensive regulatory reform framework, consistent with its broader development 

and investment strategy?  

As noted elsewhere, GRZ established the Private Sector Development Programme. The 

PSDP‘s action plan covers 72 measures. These can be grouped into policy environment 

and institutions, trade expansion, infrastructure, citizens‘ empowerment, business 

facilitation and economic diversification, and laws and regulation. These measures have 

now been mainstreamed into the FNDP. 
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PFI Ch 10, Q.2: What mechanisms are in place for managing and coordinating 

regulatory reform across different levels of government to ensure consistent and 

transparent application of regulations and clear standards for regulatory quality? 

In the area of PSD programme reforms, the level of coordination across different levels of 

government is very weak. Anecdotal evidence shows that, despite interest in working 

together among government officers, there is no forum for them to do so. Although the 

relationship or level of cooperation between the working groups and PSD Desk Officers 

was generally described as ‗cordial‘, it was not structured. There are no clear guidelines 

on coordination and information sharing.  

PFI Ch 10, Q.3: To what extent are regulatory impact assessments used to evaluate the 

consequences of economic regulations on the investment environment? Are the results 

of these assessments made public on a timely basis? 

It is not clear the extent to which regulatory impact assessments to evaluate the 

consequences of economic regulations on the investment environment have been 

conducted in Zambia.  

PFI Ch 10, Q.4: What public consultation mechanisms and procedures, including 

prior notification, have been established to improve regulatory quality, thereby 

enhancing the investment environment? Are the consultation mechanisms open to all 

concerned stakeholders? 

At present, there is no institutionalised dialogue mechanism between ZDA and investors. 

However, ZDA tries to dialogue with investors through workshops and seminars. In 

general, however, policies are developed by a small group of technocrats who are not 

representative of the private sector.  

But, unlike in the past, there now appears to be a generally and fairly reasonable degree 

of trust between the private sector and the government. The PSD Reform Programme, 

through the Zambia Business Forum, has created a good forum for the private sector to 

interact with the government. However, the space for interaction is still limited.  

Business associations have noted that there is need to further enhance the growing 

relationship between the private sector and the government through:   

 More interaction between the public and private sectors;  

 Involvement of the private sector in the design of government 

programmes; 

 Providing support to the private sector for capacity building; and, 

 Undertaking joint trade or investment missions abroad. 

It is yet to be seen how GRZ will respond to the concerns raised by the business 

associations. 

PFI Ch 10, Q 5: To what extent are the administrative burdens on investors measured 

and quantified? What government procedures exist to identify and to reduce 

unnecessary administrative burdens, including those on investors? How widely are 
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information and communication technologies used to promote administrative 

simplification, quality services, transparency and accountability? 

GRZ, through the PSD programme, is seeking to address many of the current 

administrative barriers to investment. This is being done through the working groups on 

Policy Environment and Institutions and Regulation and laws. However, it has been 

observed that there has been an increase in the creation of new laws or regulations and a 

rise in the levels of bureaucracy. This is said to be having a negative impact on the levels 

of investment.  

Moreover, as previously noted, the knowledge base of the PSD programme and its 

potential benefits is very low among the intended target audiences. This is largely 

because the PSDP lacks a coordinated and integrated communication strategy. However, 

it is not clear whether the working groups have quantified the cost of the administrative 

barriers to investors.  

APRM Obj 1, Q.3: What are the external and internal factors that impact on business 

activity? 

There are several external and internal factors that impact negatively on business activity 

in Zambia. 

External factors 

Externally, the main problem is market access for goods from Zambia. Apart from copper 

and other primary products that are mostly exported in raw form, slightly processed 

products face several barriers. These barriers include: 

 Quotas; 

 Tariffs; 

 Subsidies; and 

 Quality control. 

Internal factors 

Internally, business activity is constrained by capacity problems. These problems mainly 

arise from the following: 

 High cost of finance
21

; 

 High tax rates and cumbersome administration; 

 Regulatory policy uncertainty; 

 Crime and corruption; and  

 Poor infrastructure.   
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 Mr Yusuf Dodia, from Private Sector Development Association (PSDA) notes that the cost of money in 

Zambia averages 45 percent, one of the highest in the region. This makes banking one of the most lucrative 

business in the country today. 
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Others include: 

 Complex custom regulations; 

 Labour regulations; 

 Business licensing and operating permits;  

 Lack of business information, and  

 Duty draw back. 

Given these constrains, local businesses are unable to effectively and efficiently 

participate in the economic development of the country and job creation. 

PFI guidance 

This question relates to many parts of the PFI. The APRM Self-Assessment questionnaire 

gives some guidance, citing the state of infrastructure and financial market development 

(PFI chapter 9), investor promotion (PFI chapter 2) and SMEs (PFI questions and 

annotations, e.g. Q1.3). However, the APRM question is broader in scope than the PFI 

question in the sense that it also seeks to capture the impact of external factors such as 

market access on local business activity. The PFI question only focuses on internal 

factors.  

APRM Obj 2, Q.1: Are there measures in place to ensure that corporations recognize 

and observe human and labour laws? 

Labour or employment conditions in Zambia are covered by the Employment Act. This is 

Zambia‘s fundamental employment law, which provides for basic employment terms 

such as the minimum contractual age, establishment of employment contracts, settlement 

of disputes, and appointment of labour officers. It also provides for certain conditions of 

employment, such as ordinary leave, sick leave, maternity leave, redundancy and welfare 

of employees.  

The rights and obligations of employers and employees are covered mainly by the 1993 

Industrial and Labour Relations Act. The Act encourages consultation with employees by 

management through work councils. The Act also defines the role of trade unions and 

outlines frameworks for strikes and minimum wages. According to the Act, the Industrial 

Relations Court is the final arbiter of disputes.  

Despite these measures, there is growing consensus among members of the public, as 

reflected in press reports, that there is a need to review a number of labour laws to 

address their current inadequacies.
22

  Although there is an industrial court, as noted 

above, the general view is that employers do not respect the rights of employees. 

Examples are Chinese and Indian copper mining firms. 

                                                           

22
 Zambia‘s labour relations are currently under review with a view to improving and refining existing 

legislation, including the Employment Act and the Industrial and Labour Relations Act. A comprehensive 

social security programme has been designed but is yet to be implemented.  
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At the official company level, there is no report of violation of international labour 

standards or the core labour standards at NFC Africa Mining Plc (Chinese) and KCM Plc 

(Indian). According to company policy, workers are free to organize and join trade unions 

of their choice. Besides, there was no reported forced labour or child labour. Also, no 

official case of discrimination or racism has been put on record. Admittedly, it might be 

the case that while on paper, Chinese and Indian investors commit to respecting core 

labour standards; such intent is often not matched by actual practice.  

In some cases, adherence to national labour laws and regulations is at times undermined 

by the Development/Sales Agreements entered into between the companies and 

government at the time of acquisition. The agreements tend to give a lot of leverage and 

flexibility to the mining companies.   

It is, therefore, not surprising that even safety standards tend to be poor in these 

companies. The nature of occupation health and safety in the Chinese and Indian owned 

companies was recently brought to light following a spate of industrial accidents on the 

copper belt, leading to the death of about 52 employees at a Chinese owned explosive 

manufacturing company (BGRIMM Explosives) in April 2005. However, most of 

Chinese and Indian companies could be said to have policy statements on occupational 

health and safety.  Konkola Copper Mines plc, for instance, has argued in one of its 

policy statements that, ―in line with world best practices, KCM plc environment, health 

and safety policy and management system embody the principles of sustainable 

development, as defined by the Brutland Commission‖. But, the problem would seem to 

be that occupational health and safety practices are hardly consistent with policy 

statements. Taking KCM as a reference point, it is unfortunate that at least 30 people are 

reported to have died in industrial accidents over the period of four years.  

The lax labour standards and human rights violations can also be attributed to 

institutional constraints such as the weakness and lack of capacity in responsible 

institutions. A case in point is lack of capacity by the Ministry of Labour to undertake 

labour inspections. The complexity of the judicial process is another constraint.  

In view of this, there is need for the government to consider promoting compliance to the 

‗OECD Guidelines for Multinational Companies‟, and UN Global Compact Ten 

Principles as one way of promoting responsible business conduct by investors. 

PFI guidance 

As noted in response to the APRM question, employment conditions in Zambia are 

covered by the Employment Act. The rights and obligations of employers and employees 

are covered mainly by the 1993 Industrial and Labour Relations Act. The Act encourages 

consultation with employees by management through work councils. The Act also 

defines the role of trade unions and outlines frameworks for strikes and minimum wages. 

According to the Act, the Industrial Relations Court is the final arbiter of disputes.  

APRM Obj 2, Q.2: To what extent are corporations responsive to the concerns of the 

communities in which they operate? 

Few companies in Zambia have corporate social responsibility (CSR) as a requirement or 

a strategic business objective. As a result, it is difficult to determine the extent to which 

corporations are responsive to the needs of the communities in which they operate. But 
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the resistance shown by many communities, especially those in rural areas, to give land to 

foreign investors appears to be a reflection of the prevalent societal perception that 

foreign investors are only interested in maximizing profits at the expense of local 

communities.  

In some cases, the corporations cause environmental problems for communities in which 

they operate. Mining companies still emit sulphur dioxide in the atmosphere and 

discharge toxic industrial waste without effective pollution and degradation control. In 

addition, most admit under-providing for dust capturing systems at their smelter plants. A 

more recent incident of negligence happened on 6 November 2006, following the 

pollution of the Kafue River by a spillage of mining effluent from the KCM plant.  The 

result was that residents of Chingola township were deprived of fresh water for six days. 

Beyond just deprivation of fresh water, however, continued consumption of water from 

Kafue river, eating fish from the river, or plants with polluted water is likely to have 

wide-ranging short-term and long-term health implications. Moreover, the chemicals 

spilled into the river cause lung and heart problems, respiratory diseases and liver and 

kidney damage. Brain damage effects in the local population are also likely to show up in 

the future generation due to exposure to manganese. The costs for disregarding 

environmental concerns are therefore huge. 

Several major corporations are, however, now attempting to become good corporate 

citizens by adopting corporate social responsibility. Some of these firms have established 

outgrower schemes in their areas of operation, while others have provided local 

communities with social amenities.  

Some observers have noted that investors need to enter into ‗smart partnerships‘ with 

communities and the Government for the ultimate development of the communities in 

which they operate. It has further been observed that traditional leaders need to be 

consulted more often in development issues as the majority of Zambia‘s land is under the 

jurisdiction of customary or traditional leaders. 

PFI guidance 

The above APRM question relates to PFI Chapter 7 on policies for promoting responsible 

business conduct. As previously noted, few companies in Zambia have corporate social 

responsibility (CSR) as a requirement or a strategic business objective. As a result, it is 

difficult to determine the extent to which corporations are responsive to the needs of the 

communities in which they operate. Several major corporations are, however, now 

attempting to become good corporate citizens by adopting corporate social responsibility. 

Some of these firms have established outgrower schemes in their areas of operation, 

while others have provided local communities with social amenities.  

But the resistance shown by many communities, especially those in rural areas, to give 

land to foreign investors appears to be a reflection of the prevalent societal perception 

that foreign investors are only interested in maximizing profits at the expense of local 

communities.  

APRM Obj 3, Q.1: What is the overall assessment of the corporate integrity in the 

country? 
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The behaviour of some firms, especially those that are seen as poorly treating workers, 

has affected public perception of corporate integrity. This has not been helped by the lack 

of CSR among many firms.  

There are currently three corporate governance codes with the aim of promoting good 

corporate governance in especially the private sector: 

 Currently, the Lusaka Stock Exchange (LuSE) Corporate Governance Code for 

companies listed on the Stock Exchange is the best guide on corporate governance. 

The Code was issued in 2005; 

 Following the LuSE Code, Bank of Zambia issued a ‗Corporate Governance 

Guideline‘ for banks and non-bank financial institutions towards the end of 2006; 

 Recently in April 2007, the Institute of Directors of Zambia issued a draft 

‗Corporate Governance Code for SMEs and Large Non-Listed Companies‟; 

 The three constitutes currently the corporate governance framework whose 

objective is to ensure transparency, accountability, responsibility and fairness in the 

conduct of affairs of enterprises in Zambia and an efficient economy; 

 Companies Act of 1994 has elements of good governance enshrined in law; and 

 The Ministry of Commerce, Trade and Industry (MCTI) is in the process of 

amending the Companies Act and it is hoped that some best practices in corporate 

governance will be incorporated in the revised final Act. 

However, these codes and guidelines are voluntary and have limited exposure. There is, 

therefore, need for government to encourage investors to comply with the codes and 

guidelines. On the core principles of good corporate governance, there is need to 

incorporate these principles in relevant legislation as appropriate, as is currently the trend 

elsewhere. 

APRM Obj 4, Q.1: To what extent does the corporate governance framework protect 

shareholder’s rights? 

The protection of shareholders‘ rights is enshrined in the Companies Act. The Companies 

Act does ensure equitable treatment of shareholders: ‗All shares shall rank equally apart 

from differences due to their being in different classes or series‟ 

Other pieces of legislation that seek to protect shareholders‘ rights include the ZDA Act, 

Bankers Act and Tax Act. The latter allows for full externalization of profits. These acts 

are backed up by the judiciary. However, it appears that there is inadequate protection for 

minority shareholders. Anecdotal evidence suggests that minority shareholders often do 

not know their rights. As a result, they appear unaware of their ability to influence 

decision-making through voting by proxy or forming coalitions of shareholders. 

PFI Ch 6, Q.2:  How does the corporate governance framework ensure the equitable 

treatment of shareholders? 

As previously noted, the protection of shareholders‘ rights is enshrined in the Companies 

Act, ZDA Act, Bankers Act and Tax Act. The latter allows for full externalization of 

profits. These acts are backed up by the judiciary. However, it appears that there is 
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inadequate protection for minority shareholders. Anecdotal evidence suggests that 

minority shareholders often do not know their rights. As a result, they appear unaware of 

their ability to influence decision-making through voting by proxy or forming coalitions 

of shareholders. 

PFI Ch 6, Q.3: What are the procedures and institutional structures for legal redress in 

cases of violation of shareholder rights? Do they function as a credible deterrent to 

such violations? What measures are in place to monitor and prevent corporate insiders 

and controlling owners from extracting private benefits? 

It has been observed that the Companies Act provides mechanisms for legal redress in 

case of infringements of shareholder‘s rights 

Sections 218-220 of the Companies Act prohibits directors using their positions at the 

expense of the company and shareholders, and acting in their own interests 

In addition, sections 3.1 and 3.2 of the Institute of Directors of Zambia (IoDZ) Corporate 

Governance Code (Refer to Appendix 4), though voluntary, places on company directors 

fiduciary duties of care and loyalty respectively to the company and shareholders. 

PFI Ch 6, Q.4: What procedures and institutions are in place to ensure that 

shareholders have the ability to influence significantly the company?   

As noted in the response to the APRM question, the role that shareholders can play in 

influencing the company is provided for in the Companies Act and the ZDA Act.  

APRM Obj 4, Q.2: Does the corporate governance framework recognise the rights of 

stakeholders (other than shareholders)? 

As used here, other stakeholders comprise other shareholders, employees, suppliers, 

customers and consumers, government and the community. 

The Government has come up with measures aimed at protecting the rights of 

stakeholders. These measures are included in the provisions of the Cooperative Act, 

Bankruptcy, and Receivership and Liquidation laws. However, there is a common 

perception that these laws are ineffective in protecting the rights of stakeholders. This can 

be attributed to lack of enforcement capacities and the perceived leniency of the 

judiciary. There is also no clear policy for consumer protection. 

PFI Ch 6, Q.6b: How does the corporate governance framework recognise the rights of 

stakeholders established by law or through mutual agreements and encourage active 

co-operation between corporations and stakeholders in creating wealth, jobs and the 

sustainability of financially sound enterprises? 

There is great convergence between the APRM question and the PFI guidance question. 

Thus, the response to the PFI question is similar to the one for the APRM question.  

APRM Obj 5, Q.1: Does the corporate governance framework ensure that timely and 

accurate disclosure is made on all material matters regarding the corporation? 

The Companies Act requires companies to maintain a shareholders register, which is 

available for inspection by shareholders and other persons. 



 

98 

 

In addition, companies are required to submit to the Registrar of Companies annual 

returns and other documents relating to the management of the company within a given 

time period. These documents are available for inspection by the public. 

Compliance by companies to a number of these requirements is however generally poor 

despite the penalties if there is default by a company. Enforcement is also poor. 

Further, as previously noted, the Zambia Revenue Authority (ZRA) requires companies 

to submit their financial reports On the other hand, the Securities and Exchange 

Commission requires companies that are listed on the Lusaka Stock Exchange (LUSE) to 

make certain disclosures. 

PFI Ch 6, Q.5: By what standards and procedures do companies meet the market 

demand for timely, reliable and relevant disclosure, including information about the 

company’s ownership and control structure? 

There is great convergence between the APRM question and the PFI guidance question. 

Thus, the response to the PFI question is similar to the one for the APRM question.  

PFI Obj 5, Q.3: Does the corporate governance framework ensure the strategic 

guidance of the corporation, effective monitoring of management by the board 

(governing body or supervisory body) and the board’s accountability to the corporation 

and the shareholders? 

The various bodies involved with a company‘s corporate governance such as the Institute 

of Directors (IoD) and the Institute of Certified accountants do not seem to have formally 

established fora to exchange views and come up with common strategies on how to 

improve the status of governance at corporate level. 

PFI Ch 6, Q.6a: How does the corporate governance framework ensure the board plays 

a central role in the strategic guidance of the company, the effective monitoring of 

management, and that the board is accountable to the company and its shareholders? 

The legal and regulatory framework does provide for a central role for the board to play 

in the management of the company. In general, however, the role that the board can play 

in providing strategic guidance of the company is guided by the shareholders mandate 

who own the firm. It can also be guided by a company‘s CSR code.  

Socio-Economic Development 

APRM Obj 2, Q.1 and Q.2: What is the country doing to accelerate socio-economic 

development and achieve sustainable development and poverty eradication? What are 

the outcomes of the policies and mechanisms to achieve sustainable development and 

poverty eradication? 

Acceleration of socio-economic objectives 

With the formulation and implementation of the PRSP 2002-2004 (and its related TNDP 

covering 2002-2005), GRZ has set into motion an ambitious programme to reduce 

poverty. The programme focuses mainly on promoting economic growth through 

macroeconomic stabilization, diversification and improving the quality of service 
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delivery, while addressing crosscutting issues of governance, HIV/AIDS, gender, and the 

environment.  

 Raising economic growth is a key government objective and a precondition 

for poverty reduction 

The Government is vigorously promoting growth in Zambia. In addition to sound 

macroeconomic and financial policies, raising economic growth to over 7 percent a year 

would be supported by strong private sector investment, an expansion of energy supplies, 

and pro-poor growth policies to encourage labor-intensive sectors, including small-scale 

mining, agriculture, manufacturing, and tourism. Recent and ongoing large-scale 

investment in the copper sector is expected to greatly boost mining sector output over the 

medium term, while strong growth in both residential and infrastructure construction is 

expected to continue. Monetary policy—supported by prudent fiscal policy— will focus 

on achieving price stability. External policies will be centered on maintaining a liberal 

trade regime, while ensuring a competitive, expanded and diversified export base. 

 The reduction in the Government‘s domestic borrowing over the medium term 

is the anchor to Zambia‘s macroeconomic stabilization effort  

The Government has reduced its borrowing in an effort to free up capital for private 

investment. Further reductions will be achieved by gradually raising government 

revenues—by improving tax administration and widening the tax base by further bringing 

in the informal sector into the tax base—while exercising strict control on government 

expenditures. In addition, Government will explore the scope for revising the taxation of 

mining, without violating existing agreements. Expected increases in donor assistance, 

including in the form of budget support, would provide room for a greater expansion of 

government spending. A strengthening of budget execution will not only be critical to 

enable donors to increase budget support, but also to improve public sector service 

delivery and investment. The government has a large outstanding stock of arrears to the 

Public Service Pension Fund (PSPF). Over 2006-2008, about 1.5 percent of GDP will be 

allocated to reducing the stock of pension arrears. 

 The structural reform agenda is mainly aimed at increasing productivity 

The Government expects the private sector to create wealth and employment. 

Implementation of the Financial Sector Development Plan (FSDP) and the Private Sector 

Development (PSD) action plan are seen as instrumental in addressing the main credit 

and administrative constraints on the private sector in Zambia. The structural reform 

agenda will also include measures to improve the quality, efficiency, cost effectiveness, 

and delivery of public services. Increasing productivity in the public sector will rely on 

continued progress with ongoing reforms to strengthen public expenditure management 

and financial accountability, public service management, including rightsizing of the civil 

service, and decentralization. 

Outcomes of the policies and mechanisms 

After more than two decades of stagnation, Zambia‘s economy has recently grown 

robustly, according to the IMF‘s latest economic review.23
  During 2000–05, real GDP 
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growth averaged 4.5 percent a year, as mining recovered and construction picked up 

because of a surge in housing demand. According to the ZHDR (2007), real per capita 

GDP has grown from K234,933 in 1998 to K276,416 in 2004. 

In 2005, however, growth slowed, owing to a drought-related shortfall in maize 

production and disruptions in mining activity. But this was reversed in 2006 when the 

country registered a growth rate of 6.2 percent, driven by strong growth in mining, 

agriculture and construction. The country expects to record a growth rate of over six 

percent per year until 2010. While this rate is below the eight percent growth rate 

required to achieve PRSP targets, this positive outlook is evidence that improved fiscal 

management and macroeconomic stability are beginning to yield a dividend. 

Gross national savings grew from 16.5 to 20.6 percent of GDP from 2002 to 2003.  

Projections for 2004 to 2007, however, show a steady decline from 18.6 to 15.4 percent 

of GDP.  Overall, the balance of the central government budget is expected to decline 

from 6.3 percent of GDP in 2002 to 2.4 percent by 2007, if tight fiscal discipline remains.  

In terms of equity, there has been a reduction in income inequality. The Gini coefficient 

declined from 0.66 in 1998 to 0.57 in 2004 (ZHDR, 2007). Whereas the last 20 percent of 

households accounted for 67.8 percent of the total income in 1996, this dropped to 44.9 

percent in 2004. Despite this improvement, income inequality remains extremely high at 

0.57.   

There has also been a steady growth in non-traditional exports most of which are 

agricultural-based, such as cotton, tobacco, floriculture and horticulture, and coffee.  

Other non traditional exports including electricity, gemstones, tourism, and wood 

products, have also become growth areas.  Zambia now has one of the most liberal 

economies in the sub-region.
24

 

Inflation—in double digits (15.9 percent) during most of 2005—moderated at year-end, 

partly in response to the sharp appreciation of the Zambian kwacha. The appreciation was 

driven by strengthened market sentiment stemming from record-high world copper 

prices, a perceived commitment to prudent fiscal and monetary policies, and Zambia‘s 

improved debt sustainability outlook. Zambia has now attained single digit inflation at 8 

percent. 

Through improved fiscal management, Zambia has reduced its overall deficit (including 

grants) while allowing for increased spending for poverty reduction. As noted above, it is 

also implementing structural reforms to increase the efficiency and effectiveness of the 

public sector, improve debt management, deepen the financial sector, and promote 

private sector development.  

Zambia has further made efforts to strengthen public finances, which have helped 

improve macro-economic stability and boost growth, and the authorities‘ commitment to 

increase poverty-reducing spending. Because of potential pressures during an election 

year (2006), the authorities were urged to maintain disciplined financial policies to 

safeguard the gains. They were also encouraged to accelerate pension reforms—

necessary to avert a major risk to the public finances— and to remove impediments to 
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business activity, expand access to credit, and improve infrastructure through the Private 

Sector Development Programme (PSDP).  

Debt relief, under the enhanced Heavily Indebted Poor Countries Initiative and the 

Multilateral Debt Relief Initiative (MDRI), has greatly improved Zambia‘s external debt 

sustainability. The authorities have resolved to avoid building up new external debt. 

Critics, however, note that Zambia is likely to incur some more debt as there is no safe 

guard in place to prevent the government from doing so. 

In spite of the positive developments in the economy, there remain a number of 

formidable hurdles before the economy is able to offer the population a reasonable 

opportunity to improve their position. Generally, economic growth in recent years has not 

been broad-based enough. As a result, poverty remains widespread (see Table 2), and the 

economy is still vulnerable to shocks.  

Table 2: Poverty Status in Zambia (In Percentage of Total Population) 

Location Total Poor (%) Extremely Poor 

(%) 

Moderately Poor 

(%) 

Non-Poor (%) 

All Zambia 68 53 15 32 

Rural 78 65 13 22 

Urban 53 34 18 47 

Source: LCMS (2004). 

Table 2 illustrates the poverty status of Zambia. As seen from the table, the rural 

population is predominantly poor with the overall poverty level at 78 percent compared to 

urban areas at 53 percent. The incidence of extreme poverty is also high in rural areas; 

two thirds of the poor are extremely poor, whilst one third is extremely poor in urban 

areas. People who are moderately poor are more in urban areas at 18 percent than rural 

areas at 13 percent. Furthermore, the non-poor persons in rural areas are just about half of 

the urban non-poor persons, 22 percent and 47 percent respectively. 

Although, as shown in Table 2 above, the 2004 Living Conditions and Monitoring Survey 

claims that poverty actually declined from 72 percent in 1998 to 68 percent in 2002, some 

critics have argued that the decline has more to do with changes in the definition and 

measures of poverty. This presents some methodological problems for comparing 

previous data sets on poverty with the current one. 

PFI guidance 

Although the objective of the PFI is to mobilise private investment that supports steady 

economic growth and sustainable development, and thus contribute to the prosperity of 

countries and their citizens and the fight against poverty, it does not come out strongly on 

the social outcomes of investment. This is in contrast to the APRM questionnaire, which 

has specific questions on socio-economic development.  

APRM Obj 3, Q.1 and Q.2: What measures has government taken to strengthen 

policy, delivery mechanisms and monitor outcomes in order to make progress towards 

the social development targets? What are the outcomes of the policies and mechanisms 

on social indicators? 
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Strictly speaking, this question is not very different from the previous one. Thus, the 

response to this question will largely be similar to the one above. In terms of policies and 

delivery mechanisms, GRZ has, as previously noted, taken a number of initiatives to 

strengthen public services delivery. However, the quality of state capacity still remains 

weak.  

PFI guidance 

Objective 3 of the Self-Assessment questionnaire refers to policies, delivery mechanisms 

and outcomes in key social areas including education and combating of HIV/AIDS and 

other communicable diseases. This relates to PFI chapter 8 on human resource 

development, especially questions 1, 2 and 5. But the focus in the PFI is more squarely 

centred on promoting investment. 

PFI Ch 8, Q.1:  Has the government established a coherent and comprehensive human 

resource development (HRD) policy framework consistent with its broader development 

and investment strategy and its implementation capacity? Is the HRD policy framework 

periodically reviewed to ensure that it is responsive to new economic developments and 

engages the main stakeholders? 

The government in Zambia has not established a coherent and comprehensive HRD 

policy framework consistent with its broader development and investment strategy and its 

implementation capacity. Attempts to review the school curriculum to make it more 

relevant to the developmental needs of the country have not been successful. 

Nonetheless, GRZ, through the Ministry of Science, Technology and Vocational Training 

(MSTVT), established the Department of Technical Education and Vocational Training 

(DTEVT). The DTEVT framework was designed to operate a centralised training system. 

This was intended to improve effectiveness and efficient delivery of technical and 

vocational training programmes. The Department offers a range of full-time crafts 

certificates and diploma programmes in engineering fields, commercial subjects, applied 

arts and teacher training through a national network of trade schools.  

In 2004, there were 319 registered technical and commercial training institutions in 

Zambia, with an estimated total enrolment of 20,000. These institutions are operated by 

the Government, industry, the Church, NGOs and private providers. Most of these 

institutions are urban-based and found mainly along the line of rail. The rest are spread 

throughout the country.  

However, questions have been raised about the effectiveness and relevance of the training 

offered by the DTEVT and the DoY. Evaluations of vocational education and technical 

training (VET), though problematic, indicate that numerous initiatives to create more 

relevant, vocationalised curricula have generally failed in Zambia, as in many SSA 

countries. Observers cite the following as problems that have constrained the operations 

of DTEVT: inadequate funding; lack of qualified instructors; obsolete and inadequate 

equipment; lack of training materials; irregular updating of the curricula; run-down 

physical infrastructure; and poor staff morale. Not surprisingly, the enrolment in technical 

colleges has been falling, while a growing number of DTEVT graduates are unemployed. 

Similar problems face the skills training programmes run by the Department of Youth 

(DoY) in the Ministry of Youth.  
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PFI Ch 8, Q.2:  What steps has the government taken to increase participation in basic 

schooling and to improve the quality of instruction so as to leverage human resource 

assets to attract and to seize investment opportunities? 

The Government has implemented the Education Strategic Plan (ESP) which was 

presented to the donors in February 2003. A memorandum of understanding was signed 

at the same occasion, providing the framework for donor support. Several Cooperating 

Partners (CPs) have already signed the MOU. This means that there is harmonization 

among these donors according to their comparative advantages, through dialogue. The 

ESP is articulated in Annual Work Plans (AWP), which follow the National 

Implementation Framework. There is also direct EC support to the Ministry of Education 

(MoE)  

Most donor support has focused on the basic education sub-sector. In accordance with the 

Education Policy, the Basic Education sub-sector is oriented towards the final goal of 

Universal Basic Education (MDG Goal No.2).The MDG educational indicators are 

‗strong‘ for basic education in terms of enrolment and ‗fair‘ for gender disparity. This is a 

reflection of a steady increase in enrolment in recent years. However, as noted above, 

attempts to reform the school curriculum have so far proved unsuccessful.  

PFI Ch 8, Q.5:  Does the government have a coherent strategy to tackle the spread of 

pandemic diseases and procedures to evaluate public health expenditures aimed at 

improving public health outcomes and, through inter-linkages, the investment 

environment? 

Since 1992, there have been significant reforms in the Health Sector in Zambia, whose 

underling principal was decentralisation of healthcare delivery from the centre to districts 

and hospitals. The reforms have been complemented by the government‘s commitment to 

the realisation of the MDGs. The health-related MDGs presently serve as output 

indicators on investments in the health sector. As part of the health reforms, GRZ has 

come up with action plans to tackle the spread of pandemic diseases, such as HIV/AIDS, 

malaria, and tuberculosis.  

The main sources of financing public healthcare services in Zambia include allocations 

from the Central Government, donor support, user fees and insurance schemes, employer 

contributions and other miscellaneous receipts, including donations in kind. The 

Government also receives financial support for the fight against HIV/AIDS from the 

Global Fund for the fight against HIV/AIDS, the World Bank (under the Zambia National 

Response to AIDS – ZANARA – Project) and the USA President‘s Emergency Plan for 

AIDS Relief (PEPFAR). This support is channelled through GRZ, NGOs, FBOs and 

other projects at various levels of intervention. 

Under the current health reforms, GRZ and cooperating partners have been moving 

towards targeted Health Sector budget support for Human Resources (HR) retention, 

increased efficiency, financial management systems, drug supply systems and a 

Management Information System (MIS). The Ministry of Health (MoH) plays the leading 

role in the coordination of partners involved in the health sector. The key approach to 

donor coordination is built on the sector-wide approaches (SWAps), which emphasize 

pooling of government and donor funds, and from which from the National Health Sector 
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Strategic Plan (2001 – 2005) is financed. A good example of this approach is the district 

basket, which supports the delivery of the basic health care package by providing 

unearmarked funds directly to District Health Management Teams.
25

 

The other donors not placing their resources in the common basket participate in the 

SWAp through ensuring that the activities they fund fall within the agreed sectoral 

priorities. These donors include the multilaterals WHO and UNICEF, JICA, and USAID 

as the major ones. These are also the main EPI donors. Up to 50 – 60 percent of resources 

from the cooperating partners, and 50 percent of GRZ‘s resources are channeled to the 

district and health centre levels. The balance of resources is made available for use at all 

levels. 

The basket funds are managed through the Central Board of Health (CBoH) and MoH, in 

consultation with the Health Sector Support Steering Committee (HSSSC), which is 

chaired by the Permanent Secretary, MoH. The utilisation of funds in the basket is 

reflected in the MoH and CBoH annual plan. 

The shift under SWAps to common working arrangements ensures longer time horizons 

of commitments for external support through an MTEF. The MTEF is currently at the 

stage of stakeholder input. Currently the basket is being expanded in order to include 

hospitals human resource and drug supplies. Other cooperating partners allocate their 

funds to the MOH on a project basis. 

There are, however, weak financial management systems at lower levels. The absorption 

capacity (utilisation of allocated funds) in the Health Sector is also limited (as reflected in 

low drug procurement). 

APRM Obj 4, Q.1: What policies and strategies has the government put in place to 

ensure that all citizens, in particular the rural and urban poor, have affordable access 

to basic needs? 

GRZ has come up with a number of policies and initiatives aimed at promoting 

affordable access to basic needs. However, these measures have not been effective in 

improving poor people‘s access to basic needs. Not surprisingly, the overall level of 

poverty at 68 percent of the population, as discussed above, is very high. This high 

poverty level manifests itself in people‘s lack of access to the basic necessities of life 

such as food, clean drinking water and sanitation, decent housing, and electricity.  

In rural areas, where most households are dependent on agriculture, challenges relate to 

poor conditions of irrigation systems, lack of access to credit, infrastructural deficiencies, 

and lack of proper and consistent marketing channels. In addition, a human resources 

crisis, directly related to income poverty, weak education and health systems and the 

AIDS/HIVS endemic, continues to frustrate efforts to increase productivity in agriculture. 

In urban areas, many poor people live with low access to acceptable public services, 

providing for all needs and contingencies through a variety of informal livelihood 
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of understanding (MOU) to coordinate their funding to the Health Sector. The Ministry of Health has its 
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strategies and coping mechanisms, some of which are harmful. The high and growing 

poverty levels in Zambia have influenced the tendency towards the initiation of 

survivalist economic activities in urban areas. In the absence of reliable employment 

statistics, it is generally assumed that the labour force outside the formal sector is working 

in the informal sector.  

PFI guidance 

Although this question might relate to PFI chapter 9 on infrastructure and financial sector 

development, the PFI discusses infrastructure and financial sector development in a 

narrow perspective that does not really address the issue of access. The main focus is 

mostly on the need to improve the investment climate.  

5.0 Assessment of the Investment Climate Content of the APRM Questionnaire 

The above responses suggest that the major advantages of the APRM questionnaire are 

that:  

 It is a broad document that touches on the key dimensions of good governance. 

This provides an opportunity for consultation on various issues; 

 It is used as a checklist for issues that are critical to governance; 

 It highlights the importance of the importance of good political governance and 

economic management in creating a conducive business environment. As the 

World Bank (2006) notes, reform is most likely to succeed in a supportive 

political climate; and 

 It helps in the standardisation of assessment reports across member countries. 

5.1 Issues arising from the use of the APRM Self-Assessment 

Questionnaire 

In responding to the APRM Self Assessment questionnaire, we identified the following as 

the limitations of the APRM Self-Assessment questionnaire vis-à-vis investment: 

 There is an absence of specific questions on the investment climate. While there 

are questions on the micro-economic environment under the theme on Economic 

Governance and Management and the need for a friendly environment for private 

investment is acknowledged, the questions relating to the investment climate tend 

to be general and lack indicators specific to investment; 

 Related to the above, it is evident from the above responses to the APRM 

questions that the questionnaire does not lead to a detailed discussion of the 

investment climate in a country. The responses merely bring out general features 

of the environment in which economic activity occurs. This makes it difficult to 

gain a detailed understanding of a country‘s investment climate reforms; 

 In particular, the APRM questions do not sufficiently capture the institutional 

dimension of the investment climate. Key variables of organisations (i.e. 

organisational form, administrative systems and coordination mechanisms) 

pertaining to institutions that promote investment such as investment promotion 

agencies are not addressed; 
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 The APRM questions, while addressing the issue of implementation of sectoral or 

micro-economic reforms, do not seem to address the issue of sustaining 

investment climate reforms. This can be a critical component of the reform cycle; 

 The APRM questions relating to the investment climate do not address the 

importance of measuring and monitoring the results of implementing investment 

policy reforms; 

 The general nature of questions relating to the investment climate in the APRM 

questionnaire makes it difficult to translate the objectives into specific 

performance targets or indicators that can then be independently monitored; and 

 There is no discussion of international standards and codes on investment in the 

APRM questionnaire. 

5.2 Value of the PFI Toolkit in support of the Investment Climate 

Content of the APRM Process in Zambia 

The PFI Guidance is strong on the following: 

 Flexibility 

 The PFI can be used as a flexible organising framework for identifying where 

investment bottlenecks lie, highlighting the strong points of a country‘s 

investment climate, outlining government policies that address the barriers to 

investment and for measuring outcomes and the pace of progress; 

 Focus 

 The PFI Guidance has a very clear focus on the need to create a robust 

investment climate in a country. It, therefore, asks specific questions on the 

investment climate, which is helpful in pinpointing investment measures that are 

not treated in the APRM questionnaire;   

 Clarity, simplicity and transparency 

 The questions in the PFI Guidance are clear and easy to understand. They are 

also critical in stressing the importance of transparency in policy formulation 

and implementation; 

 Detail 

 Applying the questions in the PFI Guidance brings out detailed information on 

the nature of investment climate reforms in a country. This is very useful in 

gaining a detailed understanding of a country‘s investment climate.  

 Monitoring 

 The PFI Guidance stresses the importance of measuring and monitoring the 

results of investment climate reforms. This is an aspect that is usually 

overlooked in policy discussion on the investment climate.  

5.3 Issues arising from the PFI Guidance 

Our responses to the PFI guidance questionnaire have led us to the following 

observations: 
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 The PFI guidance appears to be silent on others forms of investment, such as 

portfolio equity investment. It, therefore, seems to ignore the volatility and pro-

cyclicality associated with this type of investment, especially in the context of a 

weak institutional framework such as those found in Africa; 

 The PFI Guidance does not take sufficient account of the role of political factors 

in the initiation, design, implementation and sustenance of investment reforms. 

While these may be taken as a given in developed countries, they still constitute a 

critical component of investment reforms in developing countries. As previously 

noted, reform is most likely to succeed in a supportive political climate; 

 The PFI Guidance appears to take for granted the existence of a stable macro-

economic environment in a country. While this might be the case in developed 

countries, it certainly is not the case in Africa where there is a dominance of 

imperfect markets and limited information; 

 Similarly, the PFI takes for granted the strength and quality of institutional or 

state capacity in African or developing countries. While this might be the case in 

developed countries, it certainly is not the case in Africa; 

 Related to this is the role of structural and cultural factors in the success of 

investment reforms. Any approach that puts strong emphasis on formal 

institutions in promoting investment promotion without sufficient appreciation of 

the role of structural and cultural factors in the reform process is bound to face 

problems in Africa where such factors may even be stronger than the formal 

institutional framework; 

 Although the PFI guidance is a comprehensive tool for self-evaluation and gives a 

good assessment of the investment climate in a country, especially favourable 

measures for foreign investors, the perception one gets from reading the questions 

in the PFI guidance is that it seems to be limited in its advocacy for the proper 

treatment of local or domestic investors; 

 Related to the above, the PFI Guidance appears to assume that foreign investors 

may suffer undue discrimination in developing countries. While this might be true 

in some cases, the tendency is for foreign investors to receive what is seen as 

‗special‘ or ‗preferential‘ treatment compared to local investors in many African 

countries. The PFI guidance should stress the importance of a vibrant domestic 

private sector as being complementary to successful foreign investment; 

 The PFI Guidance is clearly focused on the need to create a robust environment 

for investors, especially foreign investors, but less clearly and only implicitly 

concerned with the social impact of investment. In a developing country context, 

especially in Africa where there are high poverty and unemployment levels, it is 

important to pay attention to the social outcomes of investment. But this should 

not be done within the narrow context of focussing on investment as the ultimate 

goal. There may, therefore, be need for inclusion of some socio-economic 

performance indicators in the PFI guidance; 
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 While the PFI talks of the need to include small and medium enterprises, this 

leaves out the majority of enterprises in an African context. In most African 

countries, there is a dominance of the informal sector or micro-enterprises. This 

reality is ignored by the PFI Guidance 

 The PFI guidance says very little about state-led investments. Instead, it generally 

perceives investment to be driven by private companies with superior 

technologies. Not all investment, however, is driven by profit-seeking private 

companies. A clear example of this is the Chinese investment flowing into 

Zambia and other African countries; and 

 The stance of the PFI guidance on the regulation of investment is not clear. The 

PFI appears to take a very strong liberal view towards investment, especially 

foreign investment. The assumption is that all regulation of investment is bad, 

without carefully considering the circumstances under which such regulation may 

be necessary.  

6.0 Conclusions and the Way Forward 

There is no doubt that Zambia‘s investment policy and legal framework has improved 

over the last couple of years, especially since the launch of the Private Sector 

Development reform programme in 2004. However, the use of the APRM Self-

Assessment questionnaire in assessing the investment climate in Zambia provided only 

modest insights. The general nature of the questions in the APRM questionnaire make it 

difficult to gain a detailed understanding of a country‘s investment climate, especially the 

institutional dimension.  

On the other hand, the use of more specific investment climate questions from the PFI 

guidance as a separate supporting tool has revealed that Zambia‘s investment climate still 

faces many challenges. The main challenges relate to effective and efficient 

implementation of the policy and legal framework reforms. These challenges have 

resulted in the absence of a robust investment climate.  

Not surprisingly, Zambia tends to perform poorly on international indicators of 

investment. According to the recent World Bank‘s Doing Business 2008 Report, Zambia 

was ranked among the bottom countries (116 out 178 economies) in terms of 

international competitiveness. However, the PFI guidance is weak on the social outcomes 

of investment, especially in the area of poverty reduction and access to basic services. 

These are issues of great importance to African countries. In this sense, the PFI can draw 

some lessons from the APRM questionnaire.  

6.1 Main Lessons 

The following are the key lessons that emerge from the assessment: 

 The investment climate content of the APRM questionnaire is small. The 

questions in the APRM questionnaire are very general. For this reason, they offer 

limited support in identifying where specific investment bottlenecks lie. However, 

the APRM is broader in its focus and addresses the key dimensions of good 

governance, especially good political governance and economic management; 
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 The PFI guidance has a useful focus on the investment climate with specific 

questions that are relevant in identifying investment bottlenecks, strong points of 

a country‘s investment climate, outlining government policies that address the 

barriers to investment and for measuring outcomes and the pace of progress. This 

is very useful in highlighting the strengths and weaknesses of the legal and 

institutional foundation for the investment climate in a country; 

 The investment content of the APRM questionnaire can be strengthened by 

incorporating specific questions on investment; 

 Similarly, the PFI guidance can broaden its focus to embrace issues that it takes 

for granted in order to be of greater relevance in the African context; and, 

 In general, the legal and institutional foundation for a robust investment climate 

which the PFI guidance seeks to capture is either weak or absent in many African 

countries. The PFI, thus, outlines a useful tool and process which can greatly help 

African countries to systematically strengthen their legal and institutional 

framework for investment. 

6.2 Strengthening the Investment Content of the APRM Questionnaire 

Based on the discussion and observations in this paper, there is a need to strengthen the 

investment climate content of the APRM Self-Assessment questionnaire.  

My suggestions include the following ideas: 

1. Incorporate specific questions on the investment climate in the APRM 

questionnaire. In particular, there is a need to incorporate specific 

questions on the following: 

a. Investment policy;  

b. Investment promotion and facilitation; and 

c. Trade policy.  

2. The incorporated questions must be institution sensitive or including, that 

is, they should sufficiently capture the institutional dimensions of the 

investment climate in terms of:  

a. Organisational form;  

b. Administrative systems;  

c. Coordination mechanisms; and 

d. Benchmarking.  

3. Include international standards and codes on investment under the theme 

on Economic Governance and Management in the APRM questionnaire. 

These codes and standards include the following: 

a. Bilateral Investment Treaties (BITs); 

b. 2000 Arbitration Act; 

c. 1958 New York Convention; 
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d. The Washington Consensus; and 

e. WTO treaties.  

4. Come up with some specific indicators on the investment climate such as: 

a. Ratification and domestication of international standards and codes; 

b. Ratification of all outstanding BITs; 

c. Full operationalisation of IPAs; and 

d. Institutionalisation of dialogue mechanisms for investors. 
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Matrix 1: Testing the draft PFI Users’ Toolkit to Zambia for the Self Assessment phase of the investment climate content of the APRM 

APRM Questionnaire PFI Guidance Observations 

Democracy and Good Political Governance 

 

Obj 2, Q.2: What weight do provisions establishing 

the rule of law and the supremacy of the 

constitution carry in practice? 

 

 

 

Obj 3, Q.2: What steps have been taken to facilitate 

equal access to justice for all? 

 

 

 

Obj 5, Q.1: What measures have been taken in the 

country to strengthen institutions for an efficient 

and an effective public service? 

 

 

 

Ch 1, Q. 1: What steps has the government taken to 

ensure that the laws and regulations dealing with 

investments and investors, including small and 

medium-sized enterprises, and their implementation 

and enforcement are clear, transparent, readily 

accessible and do not impose unnecessary burdens? 

 

Ch 1, Q.4: Is the system of contract enforcement 

effective and widely accessible to all investors? 

What alternative systems of dispute settlement has 

the government established to ensure the widest 

possible scope of protection at a reasonable cost?  

 

Ch 1, Q.4: Is the system of contract enforcement 

effective and widely accessible to all investors? 

What alternative systems of dispute settlement has 

the government established to ensure the widest 

possible scope of protection at a reasonable cost?  

 

 

Ch 2, Q.2: Has the government established an 

investment promotion agency (IPA)? To what 

extent has the structure, mission, and legal status of 

the IPA been informed by and benchmarked against 

international good practices? 

 

 

 

There is no convergence between the APRM 

question and the PFI question. The APRM question 

is broader in nature and focuses mainly on 

constitutional democracy in a country. This implies 

that the PFI guidance only implicitly covers issues 

related to political governance.  

 

There is a lot of divergence between the APRM 

question and the PFI question. The APRM focuses 

on constitutional democracy while the PFI question 

focuses on contract enforcement. 

 

 

The response to the PFI question indicates that 

there is no convergence between the APRM 

question on justice and the selected question from 

the PFI. The APRM question is broad in nature and 

focuses mainly on the rule of law and political 

justice for all citizens in a country. Hence, the 

response to this question differs from the mapped 

PFI question. The PFI guidance question is mainly 

concerned with contract enforcement, which is 

quite different from what the APRM questionnaire 

is trying to establish. This further underscores the 

weakness of the PFI on political governance. 

The convergence between the APRM question and 

the PFI questions is implicit. The APRM is mainly 

concerned with the civil service and service 
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 delivery. There is no specific mention of an 

investment promotion agency. 

Economic Governance and Management 

Obj 1, Q.3: What sectoral or microeconomic 

policies has your country developed and 

implemented to promote economic growth and 

sustainable development. 

 

Obj 1, Q.4: What has your country done to increase 

domestic resource mobilisation including public 

and private savings and capital formation, and 

reduce capital flight? 

 

 

 

Obj 2, Q.2: What measures has your country taken 

to make economic policies predictable? 

 

 

 

 

Obj 2, Q.3: What are the main challenges that the 

country faces with respect to coordinating the 

efforts of various departments in implementing 

sound, transparent and predictable economic 

policies? 

 

Obj 5, Q.1: Is your country a member of any 

regional economic integration arrangement and 

 

A case could be made for the whole of the PFI 

applying to this question. More narrowly, it most 

closely relates to all of the PFI questions in 

Chapters 1, 3 and 4. 

 

A case could be made for the whole of the PFI 

applying to this question. A more limited 

interpretation on capital formation would relate to 

Chapters 1 and 2. 

 

 

 

A case could be made for the whole of the PFI 

applying to this question 

 

 

 

 

The PFI is seen as a flexible tool with multiple 

applications.  

 

 

 

Ch 1, Q.7: Are investment policy authorities 

working with their counterparts in other economies 

 

There is convergence between the APRM question 

and the whole of the PFI. However, the question in 

the APRM questionnaire is too general to bring out 

specific issues on a country‘s investment climate.  

 

While a case could be made for the whole of the 

PFI applying to this question, it appears that the PFI 

narrowly focuses on the issue of domestic revenue 

mobilization. The creation of a supportive 

investment climate is just one aspect of the 

measures that can be taken to support domestic 

revenue mobilization. 

 

In the PFI, there are no specific questions on 

economic policies. It appears that the tool kit takes 

the existence of a supportive economic policy 

environment as a given. In contrast, the APRM 

questionnaire appears to be strong on economic 

policy and weak on specific issues relating to the 

investment climate.  

 

Although the PFI is a flexible tool with multiple 

applications, it does not specifically address the 

issue of coordination in the same manner that the 

APRM questionnaire does. 

 

 

There is some convergence between the APRM 
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what are the benefits and challenges of such 

membership? 

 

to expand international treaties on the promotion 

and protection of investment? Has the government 

reviewed existing international treaties and 

commitments periodically to determine whether 

their provisions create a more attractive 

environment for investment?  What measures exist 

to ensure effective compliance with the country‘s 

commitments under its international investment 

agreements? 

 

Ch 2, Q.8: Has the government made use of 

international and regional initiatives aimed at 

building investment promotion expertise, such as 

those offered by the World Bank and other 

intergovernmental organisations?  Has the IPA 

joined regional and international networks? 

 

Ch 2, Q.9: To what extent has the government 

taken advantage of information exchange networks 

for promoting investment? 

question and the PFI questions. However, the 

APRM question is limited in scope and mainly 

looks at regional integration as the ultimate end. 

The PFI questions are broader and bring out more 

detail on a variety of issues, some of which are not 

related to regional integration. 

 

 

 

 

 

 

 

 

 

 

Obj 5, Q.2: What measures has your country taken 

to ensure that national policies, including policies 

in respect of intra-African trade and investment 

promotion, are consistent with and supportive of 

regional economic integration objectives? 

Ch 1, Q.7: Are investment policy authorities 

working with their counterparts in other economies 

to expand international treaties on the promotion 

and protection of investment?  

Ch 2, Q. 1: Does the government have a strategy 

for developing a sound, broad-based business 

environment and within this strategy, what role is 

given to investment promotion and facilitation 

measures?   

Ch 2, Q.6 What mechanisms has the government 

established for the evaluation of the costs and 

benefits of investment incentives, their appropriate 

duration, their transparency, and their impact on the 

There is some convergence between the APRM 

question and the PFI question. However, the APRM 

question is more slanted towards investment 

initiatives aimed at promoting regional economic 

integration, while the PFI questions are more 

focused on investment promotion within an 

international framework. 
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economic interests of other countries? 

2.7 Ch 2, Q.7: What steps has the government taken to 

promote investment linkages between businesses, 

especially between foreign affiliates and local 

enterprises?   

 

Ch 2, Q.8: Has the government made use of 

international and regional initiatives aimed at 

building investment promotion expertise, such as 

those offered by the World Bank and other 

intergovernmental organisations?  Has the IPA 

joined regional and international networks?  

Obj 5, Q.3: What measures have your country taken 

to ensure effective implementation of decisions and 

agreements made within regional economic 

integration arrangements? 

 

Ch 1, Q.7: Has the government reviewed existing 

international treaties and commitments periodically 

to determine whether their provisions create a more 

attractive environment for investment?  What 

measures exist to ensure effective compliance with 

the country‘s commitments under its international 

investment agreements? 

Although the APRM is slanted towards regional 

integration, there is some strong convergence 

between the APRM question and the PFI question. 

The PFI is broader and bring out more detail than 

the APRM question. 

Corporate Governance 

Obj 1, Q.2: What is the regulatory framework for 

economic activities and to what extent does it 

facilitate commercial enterprise in the country? 

 

 

Ch 1, Q.1: What steps has the government taken to 

ensure that the laws and regulations dealing with 

investments and investors, including small and 

medium sized enterprises, and their implementation 

and enforcement are clear, transparent, readily 

accessible and do not impose unnecessary burdens? 

 

Ch 1, Q.4: Is the system of contract enforcement 

effective and widely accessible to all investors? 

What alternative systems of dispute settlement has 

the government established to ensure the widest 

possible scope of protection at a reasonable cost? 

 

The PFI questions are more focused and specific on 

particular issues of investment policy.  
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Ch 10, Q.1: Has the government established and 

implemented a coherent and comprehensive 

regulatory reform framework, consistent with its 

broader development and investment strategy?  

 

Ch 10, Q.2: What mechanisms are in place for 

managing and coordinating regulatory reform 

across different levels of government to ensure 

consistent and transparent application of regulations 

and clear standards for regulatory quality? 

 

Ch 10, Q.3: To what extent are regulatory impact 

assessments used to evaluate the consequences of 

economic regulations on the investment 

environment? Are the results of these assessments 

made public on a timely basis? 

 

Ch 10, Q.4: What public consultation mechanisms 

and procedures, including prior notification, have 

been established to improve regulatory quality, 

thereby enhancing the investment environment? 

Are the consultation mechanisms open to all 

concerned stakeholders? 

 

Ch 10, Q 5: To what extent are the administrative 

burdens on investors measured and quantified? 

What government procedures exist to identify and 

to reduce unnecessary administrative burdens, 

including those on investors? How widely are 

information and communication technologies used 

to promote administrative simplification, quality 

services, transparency and accountability? 
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Obj 1, Q.3: What are the external and internal 

factors that impact on business activity? 

 

This question relates to many parts of the PFI. The 

APRM Self-Assessment questionnaire gives some 

guidance, citing the state of infrastructure and 

financial market development (PFI chapter 9), 

investor promotion (PFI chapter 2) and SMEs (PFI 

questions and annotations, e.g. Q1.3). 

There is some convergence between the APRM 

question and the PFI question. But, while the PFI 

addresses most of the internal factors that impact on 

business activity, they hardly address the external 

factors. This is a major concern for African 

countries. 

Obj 2, Q.1: Are there measures in place to ensure 

that corporations recognise and observe human and 

labour laws? 

 

 

Obj 2, Q.2: To what extent are corporations 

responsive to the concerns of the communities in 

which they operate? 

 

Obj 3, Q.1: What is the overall assessment of the 

corporate integrity in the country? 

 

 

 

 

 

Obj 4, Q.1: To what extent does the corporate 

governance framework protect shareholder‘s 

rights? 

 

 

Obj 4, Q.2: Does the corporate governance 

framework recognise the rights of stakeholders 

(other than shareholders)? 

This question relates to PFI chapter 7 on policies 

for promoting responsible business conduct. It also 

relates to Ch 8, Q.6: What mechanisms are being 

put in place to promote and enforce core labour 

standards? 

 

This question relates to PFI chapter 7 on policies 

for promoting responsible business conduct. 

 

This question relates to several parts of the PFI. 

The APRM Self-Assessment questionnaire gives 

some guidance, citing measures to combat 

corruption (PFI chapter 10, Q. 6 to Q.9) and 

regarding the effectiveness of measures to promote 

adoption of good business ethics with reference to, 

inter alia, capacity and appropriate skills in 

government institutions (PFI chapter 2, Q.2 and 

Q.3, chapter 4, Q.2 and chapter 10, Q.3).  

 

This question relates to PFI chapter 6 on corporate 

governance, especially Ch 6, Q.2:  How does the 

corporate governance framework ensure the 

equitable treatment of shareholders? 

 

Ch 6, Q.3: What are the procedures and 

institutional structures for legal redress in cases of 

violation of shareholder rights? Do they function as 

There is some convergence between the APRM 

question and the PFI question (Q.6 in Chapter 8) 

because of its focus on the enforcement of core 

labour standards.  

 

 

There is some convergence between the APRM 

question and the PFI question. 

 

There is some convergence between the APRM 

question and the PFI question.  
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Obj 5, Q.1: Does the corporate governance 

framework ensure that timely and accurate 

disclosure is made on all material matters regarding 

the corporation? 

 

Obj 5, Q.3: Does the corporate governance 

framework ensure the strategic guidance of the 

corporation, effective monitoring of management 

by the board (governing body or supervisory body) 

and the board‘s accountability to the corporation 

and the shareholders? 

 

a credible deterrent to such violations? What 

measures are in place to monitor and prevent 

corporate insiders and controlling owners from 

extracting private benefits? 

 

Ch 6, Q.4: What procedures and institutions are in 

place to ensure that shareholders have the ability to 

influence significantly the company?   

 

 

Ch 6, Q.6b: How does the corporate governance 

framework recognise the rights of stakeholders 

established by law or through mutual agreements 

and encourage active co-operation between 

corporations and stakeholders in creating wealth, 

jobs and the sustainability of financially sound 

enterprises? 

Ch 6, Q.5: By what standards and procedures do 

companies meet the market demand for timely, 

reliable and relevant disclosure, including 

information about the company‘s ownership and 

control structure? 

Ch 6, Q.6a: How does the corporate governance 

framework ensure the board plays a central role in 

the strategic guidance of the company, the effective 

monitoring of management, and that the board is 

accountable to the company and its shareholders? 

Socio-Economic Development 

Obj 2, Q.1 and Q.2: What is the country doing to 

accelerate socio-economic development and 

achieve sustainable development and poverty 

eradication? What are the outcomes of the policies 

and mechanisms to achieve sustainable 

 

The objective of the PFI is to mobilise private 

investment that supports steady economic growth 

and sustainable development, and thus contribute to 

the prosperity of countries and their citizens and the 

fight against poverty (Preamble). The PFI can be 

 

Unlike the APRM questionnaire, the PFI is weak on 

the social outcomes of investment.  
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development and poverty eradication? 

 

used as an organising framework for identifying 

where investment bottlenecks lie, pin-pointing the 

strong points of a country‘s investment climate, 

outlining government policies that address the 

barriers to investment and for measuring outcomes 

and the pace of progress. 

Obj 3, Q.1 and Q.2: What measures has 

government taken to strengthen policy, delivery 

mechanisms and monitor outcomes in order to 

make progress towards the social development 

targets? What are the outcomes of the policies and 

mechanisms on social indicators? 

 

Objective 3 of the Self-Assessment questionnaire 

refers to policies, delivery mechanisms and 

outcomes in key social areas including education 

and combating of HIV/AIDS and other 

communicable diseases. This relates to PFI chapter 

8 on human resource development, especially 

questions 1, 2 and 5. 

Ch 8, Q.1:  Has the government established a 

coherent and comprehensive human resource 

development (HRD) policy framework consistent 

with its broader development and investment 

strategy and its implementation capacity? Is the 

HRD policy framework periodically reviewed to 

ensure that it is responsive to new economic 

developments and engages the main stakeholders? 

Ch 8, Q.2:  What steps has the government taken to 

increase participation in basic schooling and to 

improve the quality of instruction so as to leverage 

human resource assets to attract and to seize 

investment opportunities? 

Ch 8, Q.5:  Does the government have a coherent 

strategy to tackle the spread of pandemic diseases 

and procedures to evaluate public health 

expenditures aimed at improving public health 

outcomes and, through inter-linkages, the 

investment environment? 

The convergence between what the APRM 

questionnaire seeks to achieve and what the PFI is 

looking for is implicit. The APRM questionnaire is 

specific on social outcomes, while the PFI tends to 

view these outcomes within the narrow context of 

promoting investment.  

Obj 4, Q.1: What policies and strategies has the 

government put in place to ensure that all citizens, 

Objective 4 of the Self-Assessment questionnaire 

refers to access to infrastructure services like water, 

The APRM questionnaire is specific on access to, 

and affordability of basic services while the PFI 
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in particular the rural and urban poor, have 

affordable access to basic needs? 

 

sanitation, energy and finance. This relates to PFI 

chapter 9 on infrastructure and financial sector 

development. 

guidance narrowly addresses these within the 

context of investment promotion. 
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The introductory note lays out the rational for this sectoral application of the OECD 

Principles for Private Sector Participation to Infractructure. It describes the scope of 

the work and identifies the key concepts. 
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Applying the OECD Principles for Private Sector Participation in Infrastructure 

The context 

1. Water and sanitation is a key sector where much effort is needed: with over a billion people 

without access to drinking water and 2.6 billion lacking basic sanitation, developing the relevant 

infrastructure constitutes a major challenge. Halving the proportion of people without access to drinking 

water and sanitation by 2015 would require investments of some 30 billion USD per year, which is twice 

the current spending level. To meet these tremendous needs, many countries have sought the involvement 

of the private sector. Ensuring that such partnerships yield the hoped-for benefits to all constituencies is a 

necessity to policy makers. 

2. The last century has seen dramatic changes in the organization and the governance of the water 

sector. From massive infrastructure developments, management issues have evolved (not the least because 

of growing financing constraints) towards resource allocation, quality control, improved maintenance and 

preservation, i.e. demand management. This has been accompanied by deep changes in terms of policy 

making, and the emergence of new paradigms, such as decentralisation and local governance; participation 

– partnerships - and equity; financial viability; and environmental sustainability. Some of these 

developments have also been linked with the parallel consolidation of the Integrated Water Resource 

Management approach (see box 1).  

3. Meanwhile, a number of experiences involving the international private sector as witnessed since 

the 1990‘s have fallen short of expectations and led to sometimes highly politicized debates. Today, there 

is a need for reconsidering the issues more serenely and laying some basic principles based on the lessons 

learned from the different country experiences. There is also a need to take into account the rapid changes 

in the terms of involvement of private sector, notably the trend towards less risky contracts (service, 

management contracts and greenfield projects), the emergence of new actors (local and regional), and the 

growing recognition of the role of the alternative (i.e. small-scale, very often informal) private providers.  

4. The water and sanitation sector cumulates most of the features that habitually make the 

cooperation between the public and the private sector difficult: (i) high fixed costs coupled with long-term 

irreversible investments and inelastic demand make it a monopolistic sector where competition is difficult 

to introduce, (ii) water is a basic need and quality of access has important externalities on health, gender 

equality and environment justifying political interest, (iii) water and sanitation are local issues calling for 

local management, but the importance of externalities and of taking into account the full water cycle 

requires an integrated water resource management approach, (iv) the organization of the sector is complex, 

both due to the number of stakeholders and segmentation of responsibilities across government tiers and 

public agencies, (v) the water and sanitation sector cumulates contractual risk, foreign-exchange risk, sub-

sovereign risk and political interferences, and (vi) pricing is a complex issue in the sector due to its 

multiple objectives: cost recovery, economic efficiency, environmental objectives, equity and affordability. 
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Box 1.  Defining Integrated Water Resource Management (IWRM). 

IWRM is a process that promotes the co-ordinated development and management of water, land and related 
resources, in order to maximize the resultant economic and social welfare in an equitable manner without 
compromising the sustainability of vital ecosystems. This approach promotes more co-ordinated development and 
management of land and water, surface water and groundwater, the river basin and its adjacent coastal and marine 
environment, and upstream and downstream interests. 

IWRM is also about reforming human systems to enable people to obtain sustainable and equitable benefits from 
those resources. For policy making and planning, taking an IWRM approach requires that: 
• Water development and management takes into account the various uses of water and the range of people’s water 
needs; 
• Stakeholders are given a voice in water planning and management, with particular attention to securing the 
involvement of women and the poor; 
• Policies and priorities consider water resources implications, including the two-way relationship between 
macroeconomic policies and water development, management, and use; 
• Water-related decisions made at local and basin levels are along the lines of, or at least do not conflict with, the 
achievement of broader national objectives; and 
• Water planning and strategies are incorporated into broader social, economic, and environmental goals. 

An IWRM approach focuses on three basic pillars that aim at avoiding a fragmented approach of water resource 
management: 
• An enabling environment of suitable policies, strategies and legislation for sustainable water resources development 
and management 
• Putting in place the institutional framework through which to put into practice the policies, strategies and legislation 
• And setting up the management instruments required by these institutions to do their job. 

Source: Global Water Partnership 

The debate on public versus private provision of water services 

5. There is a heated debate on the net benefits from involving the private sector in infrastructure 

development and management. The usual expected benefits include relieving budgetary burden (when the 

private actor is an investor), network expansion, improved efficiency in service delivery, reduction in cost, 

long-term sustainability, and technology transfer
26

. However, empirical studies, largely based on the 

performance of international investors, show
27

 that benefits do not occur automatically (increased financial 

flows did not materialize
28

, improved efficiency is debated, and competition was largely bypassed by high 

concentration of sector and contract renegotiations
29

). In addition, they also show that expectations might 

have been disproportionate and the sometimes long list of expected benefits might have ended-up 

accommodating contradictory objectives. Finally, external factors have undoubtedly played a determining 

role in some highly mediatised cases. 

6. The private vs. public debate is largely misleading for two main reasons. First, the obstacles to 

water and sanitation infrastructure development are largely unrelated to ownership. As noted by Franceys 

(2006), the legal framework remains very similar, whatever the provider. Private sector participation brings 

to light the tensions that the development of water infrastructure generates, tensions that remain largely 

hidden when infrastructure is kept closely in the public sector. In that sense, most OECD Principles remain 

                                                           
26 

BIAC position paper (2004). 

27
 Estache (2005). PPI partnerships versus PPI divorces in LDCs. 

28
 Patricia Clarke Annez (2006). Urban infrastructure finance from private operators: what have we learned from 

recent past experience? 

29
 Guash (2004). Granting and renegotiating infrastructure concessions. 
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relevant tools to facilitate infrastructure development projects regardless of the partners (public agencies, 

municipalities…).  

7. Secondly, the private vs. public debate largely focuses on the large networked utilities run by 

international corporations. It consequently overlooks the diversity of private actors that are concretely 

involved in water and sanitation: the small-scale actors but also a continuum of partnerships between 

private operators, public actors and communities. Most systems are hybrid and never either purely public 

or purely private. It also largely overlooks the current situation where small private systems are already 

ensuring a large share of provision. 

8. Finally, ―the OECD Principles are intended as guidance to public authorities contemplating the 

involvement of private enterprises as one, among several, options to improve the provision of 

infrastructure services. They shall not be construed as advocating the privatization or private management 

of publicly owned infrastructure.‖ As highlighted by the first principle, the private vs. public debate can 

only be answered locally and through tailor made models. Once the decision made, the principles aim to 

offer an approach combining the levelling of the playing field and corporate responsibility. 

What is the purpose of this guidance on Private Sector Participation to Water and Sanitation? 

9. This sectoral application of the Principles for Private Sector Participation in Infrastructure aims 

to offer practical guidance to optimise private sector participation in the development and management of 

infrastructure in view of improving access to water and sanitation. This guidance builds on the most recent 

experiences of a selection of countries to highlight the key issues faced by the governments and the private 

actors in their cooperation and the good practices that have developed.  

Box 2.  The OECD horizontal water project 

This guidance contributes to the broader OECD horizontal project on Sustainable financing to ensure affordable 
access to water and sanitation that addresses the economic basis for sustainable water service provision and sound 
water management. To achieve the water and sanitation Millennium Development Goals, it is essential to ensure 
sustainable financing to operate, maintain, expand, and upgrade infrastructure for service provision. Consumer tariffs 
for water and sanitation services play a crucial role in this respect and constitute the object of the first pillar of the 
OECD horizontal water project led by the E.P.O.C., but policy-makers face difficulties in reconciling revenue efficiency 
with other policy objectives, particularly with the need to ensure affordability of services for all. As they face great 
difficulties in closing the financing gap, countries need to make special efforts to develop realistic water strategies 
(second pillar of the project). Additional sources of financing must also be identified. The OECD horizontal water 
project investigates innovative financing schemes. Part of the solution may also come from the involvement of private 
actors as investors but also as drivers to improve the fundamentals of the sector so that more financing may flow to it. 

Who will find this guidance useful? 

10. The practical guidance on water and sanitation is primarily addressed to governments and other 

tiers of the public sector that are responsible in last resort for the provision of drinking water and sanitation 

services. The guidance may however be of use to other constituencies, such as the private sector, users and 

the international donor community, for a better understanding of the issues at stake and as a platform for 

policy dialogue. 

What makes this guidance different? 

11. The guidance is a concise tool that, within a unique logical framework, provides a checklist of 

the main specificities of the water and sanitation sector that bear on the cooperation between the public and 

the private sector; identifies the most pregnant issues for governments; and presents some good practices, 

building on the most recent country experiences. It is intended to help governments and other stakeholders 
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properly assess and manage the implications of involving private actors in the financing, development and 

management of water and sanitation infrastructure, including appropriate allocation of roles, risks and 

responsibilities and framework conditions necessary to make the best of such partnerships.  

12. This document does not provide a detailed approach of the steps that should be taken when 

engineering a partnership. For this, other tools exist such as the Toolkit on Approaches to Private 

Participation in Water Services (developed by PPIAF) and the Policy principles and implementation 

guidelines for Public-Private Partnerships for Water Supply and Sanitation (developed by the Swiss 

cooperation). These tools are largely complementary to the OECD Principles in providing, once the nature 

and implications of partnership fully understood, guidance on specific steps to take. 

13. The guidance draws on a wide corpus of material from governments, international organisations, 

NGOs, academia and builds on the experience of selected countries in Africa, Latin America and Asia, for 

which information is being collected according to a common framework on seven key dimensions of water 

and sanitation (see box). 

Box 3.  An evidence base of country experience 

In order to support the conceptual work, a systematic review of country experiences is being carried out based on a 
common framework. It allows a comparative assessment of the level and nature of private sector involvement in the 
water and sanitation sector and the identification of good practices and typical bottlenecks holding back private 
investment in the sector. The expected output is a database involving some 30 to 35 countries in Africa, Latin America 
and Asia/ Pacific in 7 "dimensions" of key importance for private sector involvement in the water and sanitation sector, 
such as access rates, institutional setting and pricing policies. 

Tentative list of countries: 

BRICS  Africa  Asia & Pacific  Latin America  MENA 

Brazil  Burkina Faso Bangladesh Argentina Algeria 
Russia Ghana Cambodia Bolivia Egypt 
India Kenya Indonesia Chile Jordan 
China Mauritania Malaysia Colombia Morocco 
South Africa Mozambique Nepal Honduras Tunisia 
 Senegal Philippines Mexico  
 Tanzania Singapore Peru  
 Uganda Thailand   
 Zambia    

Tentative list of indicators 
1. Environment: Demography, Economic and business environment 
2. Basic water and sanitation data: Resources, Uses, Access 
3. Operational Performance indicators 
4. Financing: Investment needs, Available financing tools 
5. Pricing policy 
6. Water institutional and policy framework 
7. Private sector Participation: State of the art of private sector participation, Perspectives 

 

14. The scope is not limited to international private sector. The diversity of the private sector 

operating in water and sanitation is recognised throughout the application of the Principles, including the 

contribution of the small-scale, sometimes informal, private actors. 
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Defining the scope of the work 

15. The work aims to facilitate the development of infrastructure with a view to increasing 

sustainable access to safe and reliable drinking water and proper sanitation facilities. The focus is therefore 

mainly on developing and emerging countries, where extending the relevant infrastructure constitutes a 

major challenge. High-income countries also face substantial investment needs in terms of maintaining and 

replacing ageing networks
30

. But issues and conditions differ depending on the level of development, most 

notably in terms of institutional and regulatory framework development (the rooting of institutions, the 

decentralization process) and of level of access to water and sanitation (low access combined with multiple 

alternatives). The experience of an OECD country is examined and more might be added as the project 

develops.  

16. With a focus on increasing access to drinking water and sanitation, this work excludes other uses 

of water such as irrigation, hydroelectricity, etc… However, another dimension of the OECD horizontal 

water project is addressing water for agriculture, more specifically tackling the pricing and sustainable use 

issues. In the context of the private sector participation component of the OECD project, water and 

sanitation infrastructures include upstream facilities, as well as distribution and sewerage networks. Water 

delivery systems involve 6 components
31

: (1) capture of the natural resource, (2) treatment to ensure 

adequate quality for use, (3) transportation (primary network: aqueducts and mains), (4) delivery to users 

(secondary network: pipelines and taps), (5) wastewater capture and (6) treatment. The sanitation sector is 

highly segmented and involves many different actors around the initial provision of facilities, waste 

removal and transport and treatment of waste. 

17. Among these activities, upstream water activities, such as extraction, water treatment and 

downstream activity of wastewater treatment involve a buoyant (often international) private sector activity, 

generally in the form of Build, Operate and Transfer (BOT) contracts. Thriving business opportunities are 

developing in water purification and desalinization. Direct services to users also involve some private 

sector participation in the form of concession, lease or management contracts, although public ownership 

and management of the main networks remain the norm in many countries. However, substantial private 

participation is recorded in most countries for service delivery in the poorer and isolated areas in the form 

of small-scale and informal SMEs. Worth noting, there is also a thriving emerging market for bottled water. 

The private actors 

18. The water and sanitation sector calls on a wide variety of private actors: international investors, 

local and regional actors, small-scale water operators, private sector whose core activity is not water (such 

as construction companies), including joint ventures between public and private companies as well as 

public companies operating abroad as private participant to competitive bidding. For the purpose of that 

work, there is no need to adopt a restrictive definition of private sector as the principles and their 

application are well adapted to most partnerships. However, not-for-profit systems (NGOs and community 

based organizations), although essential in water and sanitation service provision in most developing 

countries, are not included as their motivations and therefore the design of incentives differ.  

                                                           

30 
OECD (2006). Infrastructure to 2030: Telecom, Land Transport, Water and Electricity. 

31
 Kessides (2004). Reforming infrastructure. Privatisation, regulation and competition.  
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Table 1. Categorizing Water Supply Small-scale Private Service Providers 

Features Dependent Independent 

Piped networks 

System Operator buys water in bulk from utility and 

develops distribution sub-networks connected 

directly to households, institutions and public 

kiosks stand posts. 

Operator develops own water sources (wells or boreholes) 

and connects network to households and other users. 

Organization Private company or individual, community 

organization or neighbourhood association. 

Sole proprietor, cooperative, private land and housing 

developer, water user association, community-based 

organization. 

Regulatory Issues Contract with utility, business license, 

customer agreements, bulk rates, customer 

tariffs. 

Groundwater abstraction permits, title deeds, resale 

permits/licenses, water quality testing, business licenses, 

rights to own infrastructure and/or to lay networks in public 

rights of way. 

Country 

examples 

Operators in partnership with water utilities in 

Marinilla (Colombia), Manila (Philippines) and 

Banteay Meanchey (Cambodia). 

Registered operators in Guatemala city. 

Unregistered operators in Kampala (Uganda) and Cebu city 

(Philippines). 

Private land and housing developers and homeowners 

association in Cordoba, Manila. 

Point Sources 

System Kiosk or stand post connected to the utility 

network (could be household supply); buying 

water in bulk - at a special tariff - or at 

household tariff. 

Water point linked to own source (well or borehole, 

underground or aboveground storage tank) installed 

privately and operated on a for-profit basis. Water may be 

purchased from a tanker. 

Organization Individual, enterprise, self-help group. Neighbourhood association, microenterprise, community 

based organizations 

Regulatory Issues Contract with utility, license/permit, customer 

tariff, bulk purchase price, performance 

incentives. 

Groundwater abstraction permit, license, tariff structure, 

water quality testing. 

Country 

examples 

Water kiosk and taps in Nairobi (Kenya) 

Franchisers of public bathing facilities in 

Delhi (India). 

- Development of own water points for profit in Kampala 

and Gitaru (Kenya) 

- Private baths with independent source of water in Lima 

(Peru). 

- Private owner of well or borehole selling bulk water to 

public or private mobile vendors in Lima (Peru) and Karachi 

(Pakistan). 

Mobile distributors 

System Tankers or truckers obtain water in bulk from 

the utility (or municipal supply) and deliver it 

directly to the customer, including public 

utility water storage tanks, communal 

cisterns, or individual households and 

institutions. 

Tankers, truckers or carters develop source or obtain water 

from a private well for distribution to households; public 

utility water storage tanks, communal cisterns, or institutions 

Organization Sole proprietor, tanker association, lessee, 

informal sector. 

Sole proprietor, tanker association, lessee, informal sector 

Regulatory Issues Transport license, business license, tanker 

cleanliness, bulk rate, utility contract, customer 

tariff. 

Transport license, business license, water quality, 

abstraction permit 

Country 

examples 

Private, registered trucks buying water in bulk 

from utilities or municipal sources and 

distributing to storage tanks or individual 

households in Chennai (India), Teshie (Ghana) 

Carters, street vendors purchasing water from 

tankers / kiosks and delivering water by the can 

in Dakar (Senegal) and Dar es Salaam 

(Tanzania).  

Bottlers and vendors of tap water in Nairobi 

(Kenya) and Kano (Nigeria). 

Trucks purchasing water from private wells or untreated 

sources, registered or not and distributing to storage tanks or 

individual households in Lima (Peru), Kathmandu (Nepal). 

Carters, street vendors obtaining water from private wells or 

untreated sources and delivering water by the can in Nairobi 

and Mombasa (Kenya). 

Bottlers and vendors of purified water in Manila (Philippines) 

and Shanghai (China). 

Source: Kariuki and Schwartz (2005)  



 

129 

 

19. In most developing countries, the progress of conventional public service provision has barely 

kept pace with rapid population growth and migration to urban areas. In that context, small-scale local 

actors have made up for the deficiencies in public service provision and have sometimes ended up 

accounting for most of water and sanitation service delivery. As a result, the market is fragmented and 

accommodates a large variety of different agents. The African Water Utilities Partnership classifies these 

alternative providers into intermediate and independent service providers: the intermediate providers 

purchase bulk water from utilities for resale while independent providers develop their own supply systems 

in parallel to the formal utility. Table 1 lists the activities of small-scale private service providers 

depending on their link with the formal system, based on Kariuki and Schwartz (2005). 

Table 2. Categorizing recent market entrants 

Categories of recent market entrants Examples 

Diversification into water of 

companies with core business 

elsewhere. 

Firm moving into water as a business 

opportunity. Boosted by dynamism of BOT 

in wastewater treatment plants and in 

desalinisation projects. 

Wastewater treatment plants: China  

Desalinisation projects: MENA 

Multiutility spreading to water to enjoy 

economies of scale and cross-subsidies.  

RUS & CES (Russia), NWS Holdings 

(China), JUSCO (India), Ranhill & YTL 

(Malaysia), Davao Light & Power 

(Philippines). 

Spread of construction firms, notably 

through the development of housing 

estates.  

In Asia and Latin America. 

Financial and investment 

companies including water 

services in their portfolio 

Growing worldwide interest of banks and 

financial groups in buying water service 

companies. 

Consortio Financiero (Chile), CITIC 

(China). 

Expansion by established 

water operators 

Local private operators taking over other 

projects internally or externally. 

Latin Aguas (Argentina), Aguas Nevas 

(Chile), Tianjin Capital (China), ILFS 

and IVRCL (India), Ranhill (Malaysia). 

Public companies acting in a commercial 

fashion and venturing into the market. 

Rand Water (South Africa) bidding 

jointly with Vitens for a management 

contract in Ghana. 

Privatisation of former public utilities EMOS (Chile), SABESP (Brazil) 

Joint ventures with foreign 

operators 

To benefit from foreign investors know-

how, while mitigating the foreign exchange 

risk and facilitating local insertion. 

Common in Latin America and Asia. 

Graduation of small-scale 

water operators  

Official recognition of the role of small-

scale operators through their insertion in 

the institutional and policy framework. 

Mauritania 

Association of local operators to have their 

voice heard and share information and 

practices. 

Uganda 

Source: OECD Investment Division, based on OECD/ENV/EPOC/GF/SD(2006)1 

20. Even among official operators, the landscape of service provision has become more diversified in 

the last 10 years. During the 1990-97, five operators accounted for 53 per cent of projects awarded (Suez, 

Veolia, Thames, Agbar and Saur).
32

 Five years after, their share had dropped to 23 per cent (over 2003-

2005). The new players come from diverse backgrounds: they are water construction or engineering 
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companies, industrial conglomerates seeking to diversify, local companies that formed joint ventures with 

international operators and local companies expanding and going regional (see table 2). 

21. Meanwhile, the ―traditional‖ international players are changing their strategies. Suez, the most 

active international company in concessions during the first phase of private sector involvement, is today 

largely withdrawing. By contrast, Veolia has become the most active international operator as of 2005, 

mostly through development of local partnerships. Agbar is also developing a strategy of local partnerships, 

through joint ownership with local government. Other international players are concentrating on less risky 

arrangements such as management and service contracts (Severn Trent). 

Nature of involvement: the key issue of risk-sharing 

22. Infrastructure and Participation are understood in their broad definition: including non-financial 

forms of participation that involve managing infrastructure services. Table 3 provides a typology of 

contractual arrangements and their consequences in terms of risk-sharing between the public sector (G) and 

the private actor (P). 

Table 3. Typology of contractual arrangements 

 Service 

contract 

Management 

contract 

Affermage/

Lease 

Concession BOT Joint 

venture 

Divestiture 

Asset ownership G G G G P/G G/P P 

Capital investment G G G P P G/P P 

Commercial risk G G Shared P P G/P P 

Operations / 

Maintenance 

G/P P P P P G/P P 

Contract duration 1-2 yrs 3-5 yrs 8-15 yrs 25-30 yrs 20-30 yrs Infinite Infinite 

Retribution of 

operator 

Municipality Municipality Users Users Municipality Users Users 

Examples Mexico city 

Chennai 

Johannesburg 

 

Côte 

d‘Ivoire 

Senegal 

Nelspruit  

Casablanca 

Jakarta 

Buenos Aires 

 

China 

India 

Malaysia 

Mexico 

Morocco 

Cartagena 

Netherlands 

England 

Chile 

Source: OECD Investment Division, based on Budds and McGranahan, 2003. 

Box 4.  Definition of the different contractual arrangements 

Under a subcontracting arrangement – typically a service contract -, the private party performs specific, time-

bound tasks, such as supplying inputs, taking care of planning studies, computing and payroll services or public 

relations, construction, maintaining assets, installing meters or billing customers, usually in exchange for a fixed fee. 

In this situation, the private sector bears very little risk and there is very little uncertainty around the expected outputs. 

In recent years, more and more activities have been outsourced that way to the private sector, including the task of 

reducing non-revenue water
33

.  

Under a management contract, a private firm is appointed by the government to provide managerial services, often 

for a fixed fee. The contract typically requires the private party to manage a utility and provide services to the public 

for a given period of time. The remuneration of the private operator may be fixed at the outset, in which case the 

commercial risks of the operation are borne entirely by the public sector, or it may be linked to the performance of the 

utility, in which case the private operator bears some commercial risk. 

A lease is a written agreement under which a property owner allows a tenant to use the property for a specified period 

of time and a specified rent. The private-sector operator is responsible for providing the service at its own risk, 

including operating and maintaining the infrastructure for a given period of time. The operator is not responsible, 
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however, for financing investment such as the replacement of major assets or expansion of the network. If payments 

from users cover more than the operator‘s remuneration, the operator is generally supposed to return the difference to 

the public authorities in order to cover the cost of the investments under the latter‘s responsibility. Affermage only 

differs from a lease in terms of revenue for the private sector. In both cases, the private operator collects the tariffs and 

pays, on top of the operation and maintenance costs, a fee to the public sector. But while this fee is fixed in the first 

case, it is proportional to the volume of water sold in the second case. 

A concession is similar to a lease except that the private operator is responsible for asset replacement and network 

expansion as well. BOT (build-operate-transfer) contracts correspond to greenfield concessions. These contracts 

involve take or pay provisions, i.e. revenue guarantees, that subject governments to contingent liabilities. On 

expiration of a BOT, the assets are returned to the public sector. BOOs (build-own-operate) are similar to BOTs 

except that they do not involve transfer of the assets to the public sector after a pre-determined period of time. The 

private operator thus remains responsible for carrying out all the investment required to meet its service obligations. 

Under BOOT (build-own-operate-transfer) schemes, the private sector obtains the capital needed for construction, 

builds and operates the infrastructure for an agreed period of time (anywhere between 15 and 30 years) and then 

transfers ownership back to the relevant government. BOTT is another variation of BOT whereby the private operator 

commits to train the public sector for a smoother transfer. It was used by Suez in South Africa. 

In a joint venture, a new company is formed that combined private and public sector. With a public limited company 

(PLC), a commercial company is formed but owned by local, provincial and national government. In water 

cooperatives, customers are members of board, but uncommon in large cities (rural water in Chile). With divestiture, 

ownership of the existing assets and responsibility for future upkeep and expansion are transferred to the private 

sector.
34

  

 

23. In addition, there are very specific risks for commercial funding in the water and sanitation sector, 

as stressed by the Camdessus panel
35

. The water and sanitation projects are usually capital intensive. They 

involve high initial investment, long payback periods and low rate of return. The resulting infrastructure is 

fixed, very specific and cannot be used for other purposes or removed from the country. This profile 

generates high contractual risk especially in a context of poor initial information and a weak regulatory 

environment. The revenues come mainly from user fees or government subsidies in local currency while 

funding is largely in foreign currency, exposing the investor to high foreign exchange risk, a true constraint 

for international investors, but also for national operators in a context of poorly developed local financial 

markets. The foreign exchange risk is compounded by a complex and politically sensitive pricing process. 

Management of the projects is mainly local, exposing the investors to the often weak management and 

financial capacities of the sub-sovereign entities (sub-sovereign risk). Finally, as a basic need, water has 

important political repercussions, and therefore generates political involvement, often justified as a way to 

protect final users from possible abuse of a monopolistic position on the part of service providers. This has 

often taken the form of control over the setting of tariffs, with the consequence that these rarely reflect the 

full reality of costs and lead to under-investment and deterioration of service quality 

24. Some of these constraints may also apply to other infrastructure sectors. However, the water 

sector differs in that it cumulates all these features, combination that in effect amplifies the different risks. 

Such a project profile tends to deter commercial financing. Indeed, the most recent trends show some 

reluctance on the part of private sector to commit to investment obligations and the development of 

contracts that do not involve much financing implications. New developments in the area of guarantees and 

risk mitigation mechanisms may however help to enhance the attractiveness of the water sector and make 

sub-sovereign financing a viable option. Table 4 highlights the water related risks and the available risk 

mitigation instruments. 
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Table 4. Typology of risks and mitigation mechanisms 

Water-related risks Mitigation mechanisms Country experiences 

Commercial: 

Tariff affordability and 

resistance 

Project cash-flow profile 

Credit risk 

Contractual risk 

Performance risk 

Demand and markets 

Inappropriate technology 

Information gaps / hidden 

costs 

Costs of inputs (energy) 

Careful project design & review 

Partial Credit Guarantee: covers different 

events causing non payment, incl. commercial 

risk. Offered by multilaterals – IFC – and some 

bilaterals. Traditionally used by governments 

or public entities, but also recently by sub-

national governments, municipalities, private 

companies. 

Pooled financing: to allow smaller cities to 

aggregate financing needs, diversify credit risk 

and spread transaction costs of bond issuance. 

PCG: Johannesburg, Mexico 

PIDG (private infrastructure development group) 

related Emerging Africa Infrastructure Fund (long-

term financing + provision of guarantees) & 

GuarantCo (PCG on LCU debt issued by PS 

infrastructure companies and municipalities from 

lower income countries). 

Innovative combination of pooled financing & 

PCG in Tamil nadu (India): Municipal Urban 

development Fund issued bonds with PCG from 

USAID‘s Development Credit Authority. 

Political: 

Expropriation 

Political interference 

New standards and 

directives 

Sub-sovereign agencies 

Local stakeholder actions 

Devaluation 

Bilateral investment treaty, dispute 

resolution mechanisms embedded in contract 

(i.e. the Convention on the Settlement of 

Investment Disputes between States and 

Nationals of other States - ICSID) 

Political Risk Insurance: covers war and civil 

disturbance, expropriation and confiscation, 

currency convertibility and transferability 

(export credit agencies, investment insurers, 

private political risk insurers and multilaterals - 

MIGA) 

Foreign exchange risk usually covered through 

government exchange rate guarantees, 

indexation of tariffs or local finance in LCU 

(joint ventures with local partners, split-

currency revenue arrangements: costs in LCU, 

repatriation of profits in foreign currency). 

Development of local capital market. 

156 States have signed the ICSID convention. 

However, Bolivia became 1rst country to denounce 

the convention in May 2007. 

Long term currency swap contract 

ADB/Philippines for LCU loans. 

IFC & EBRD have created municipal finance units 

and provide loans and PCG to sub sovereign 

entities. WB / IFC Municipal Fund. IADB & 

MIGA provide PRG & PRI for municipal 

concession projects. 

Asian Bond Market Initiative: guarantee facility 

for LCU debt 

Regulatory, legal and 

contractual: 

Weak or arbitrary regulator 

Weak legal framework 

Contract enforcement 

Partial Risk Guarantee: covers breach of 

contract, changes in law, license requirements, 

obstruction in the process of arbitration and 

non-payment of termination amount. Offered 

by multilaterals and some bilaterals. 

Output Based Aid: financing is freed once the 

output is delivered. 

Output Based Aid schemes are being developed in 

several Eastern African countries. The pilot case 

was in Kenya. 

Water resource issues: 

Scarcity and cost / 

Reliability / Quality / 

Pollution  

Environmental liabilities 

Right of indigenous people 

Climatic change  

Environmental indemnity.  

Reputational: 

Local sensitivities and 

needs 

Communication, participation in awareness 

campaigns, improvement of service quality. 

 

All Combination of guarantees. Regional infrastructure guarantee facility for West 

Africa (WB / MIGA / AFD / BOAD): PRG + PRI 

+ guarantees for political risks to promote small 

and medium infrastructure project 
Source: OECD Investment Division, based on UNEP Finance Initiative, Winpenny (2005) and Matsukawa & Habeck (2007) 
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Regulating the partnerships: key concepts and issues 

25. Regulation is a key issue in monopolistic sectors, where contracts are incomplete, the partnership 

is multi-stakeholder and the relationships are long-term and thereby need to dynamically adapt to changes. 

It is also all the more necessary given the need for a holistic approach to preserve the well-being of users 

and environmental sustainability, from water extraction to wastewater discharge. However, it raises 

important issues, such as (i) how to increase transparency and accountability of the regulatory authorities; 

(ii) how to ensure the credibility of regulation in a context of very recent structural reforms, low 

institutional capacity and important asymmetry of information; and (iii) how to reach out to the small-scale, 

informal providers when national regulatory tools are often ill-suited to decentralised activities.  

26. In addition to self-regulation, there are mainly four regulatory models as developed by Eberhard 

(2007) and summarised in figure 1
36

: (1) regulation by government, (2) independent regulation where 

independence has three dimensions: independence of decision-making, of management and of financing 

(usually referred to as the Anglo-American model), (3) regulation by contract, which specifies the 

regulatory regimes in legal instruments (usually referred to as the French model), and (4) outsourcing 

regulatory functions to third parties, which makes use of external contractors to perform activities such as 

tariff reviews, benchmarking, dispute resolution. These models are not exclusive and often hybrid models 

are adopted. Moreover, transition from one to another is also possible as institutional and human resource 

capacities are building up. Furthermore, the proper establishment of regulatory functions goes beyond the 

institutional setting and involves an appropriate role and risk allocation across stakeholders and its clear 

understanding and adherence by all. 

27. In the area of drinking water and sanitation, the main activities of regulation pertain to regulation 

of water quality, environmental regulation, economic regulation to oversee monopolistic market, 

monitoring of the sector and consumer protection. Setting the right incentives for private sector and 

preventing rent-seeking behaviour are the key elements of economic regulation. Regulating prices is 

mainly guided by tradeoffs among the five following basic goals
37

: (1) rent extraction or setting rates that 

strike a socially acceptable compromise between the interests of investors and consumers. (2) supply-side 

efficiency or providing signals and incentives for suppliers and investors to increase efficiency. (3) 

demand-side efficiency or providing signals and incentives for efficient consumption of regulated utility 

services. (4) revenue adequacy or allowing regulated firms to earn sufficient revenue to attract needed 

capital. (5) fairness or ensuring that prices are just and reasonable, and contribute to universal service goals 

without creating significant distortions. 

28. Two alternative mechanisms for regulating prices exist
38

. In price-cap regulation, the regulator 

sets maximum prices on the services, often with automatic adjustments to account for changes in costs 

outside the control of the concessionaire and to account for expected feasible improvements in efficiency 

within the control of the concessionaire, and a pre-set review date. In rate of return regulation, the regulator 

assigns a value to certain assets necessary to perform regulated services, sets a rate of return on those 

assets (often the market-determined rate of return on assets with similar risk characteristics) and sets prices 

that will allow sufficient revenue to cover both return on capital as well as costs that the regulator allows 

the concessionaire to pass through. With rate of return regulation, the investors have an incentive to invest 

as their operating and investment costs are covered. However, unless the regulator has access to a well-

developed accounting system to audit the costs, the firm might be led to overestimate the costs to justify 
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higher prices. Consequently, the firm has no incentive to reduce costs and may tend to adopt excessive 

capital-intensive technology. Price cap regulation is less information intensive since prices and not 

earnings are controlled; and provides for strong incentives to reduce costs. However, recent empirical 

evidence has shown that it was more likely to lead to contract renegotiations. In reality most regulatory 

mechanisms are hybrid systems between rate of return and price cap regulations in order to balance the 

incentives for efficiency, investments, rent-extraction and fairness.  

29. The traditional regulatory tools are ill-suited to reach out to small-scale (often informal) private 

operators. Nevertheless, if small-scale providers show a very good understanding and high flexibility to 

adapt to low-income customers‘ circumstances, there is a need to monitor the quality of the water they 

provide and to oversee their monopolistic behaviour and the consequences of their disparate activities on 

the environment. Economic regulation of alternative providers rarely extends beyond abstraction licensing 

and tanker truck registration
39

. Very often, when regulatory rules exist (such as price limits), they are 

largely ignored due a lack of enforcement and opacity in the regulatory framework. Setting regulation for 

alternative providers faces a trade-off between the adoption of rules, their enforceability and the flexibility 

of the market. In that context, monitoring the activities and results is as important as setting the rules and 

involving the customers through complaints handling mechanisms can be a powerful safeguard. Most 

importantly, formalizing the market requires offering in exchange some form of legal recognition and 

protection for small-scale private operators. 

30. The partnership is in effect multi-stakeholder and not merely a face to face between the public 

and the private sector. It involves the consumers, the communities, different layers of government and 

public agencies and diverse private actors. A common understanding of the respective roles and 

responsibilities, as well as of the nature of the partnership, is a precondition for a respectful cooperation. 

Promoting transparency constitutes a critical element in the relationship between the partners and in 

tackling corruption. It involves information sharing and inclusive dialogue for a better consideration of 

population and community expectations. It also requires consistency and predictability of decision making.  
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 Franceys (2006). Regulating Public and Private Partnerships for the Poor. 
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Figure1. Institutional options for regulation 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Anton Eberhard (2007). 
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Annex of the Background Paper on Private Sector Participation in Water and Sanitation Infrastructure 

 

Sectoral annex to the OECD Principles for  
Private Sector Participation in Infrastructure 

 

 

 
 
 

 

Building on the newly released OECD Principles for Private Sector Participation in Infrastructure, this sectoral annex, in the form of a matrix, 
aims to help governments wishing to engage the private sector in the development and management of water and sanitation infrastructure 
to: 1). understand the key specificities of the water and sanitation sector; 2). address the issues raised by collaborating with the private 
sector; and 3). learn some country good practices. It is part of a broader OECD horizontal project on Sustainable financing to ensure 
affordable access to water and sanitation and is developed in conjunction with an information base of country experiences. Several regional 
roundtables and multi-stakeholder discussions are programmed to validate its findings. 
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A. Deciding on public or private provision of infrastructure services 

1) Informed and calculated choice 

Principle 1:  the choice by public authorities between public and private provision should be based on cost-benefit analysis taking into account 

all alternative modes of delivery, the full system of infrastructure provision, and the projected financial and non-financial costs and benefits over 

the project lifecycle. 

Specificities of the sector Issues for governments Tools and good practices 

- Basic human need and economic good. 

- Major resource and input for business. 

- Huge externalities on health, education, 

environment, gender balance. 

- Necessity of a global view considering all 

segments of water provision (integrated water 

resource management, IWRM). 

- Wide disparities in initial conditions across 

countries / regions. 

- In most developing countries, private small-scale 

providers already cater for large portion of 

population (the poor and the scattered), often on 

an informal basis.  

- Examine where private sector can add value and the nature of the 

participation (financing, service management). Governments remain in 

charge of the basic regulatory and oversight functions and retain the 

ultimate responsibility that the population‘s basic needs are met.  

- Sustainability analysis should address health, environment, economy, 

socio-culture and technical issues (incl. the choice of technology and the 

assessment of the current state of infrastructure). It should consider full 

water cycle, including treatment, distribution, collection, transport and 

end-management of wastes, water allocation across different uses and 

technical options (centralized vs. decentralized systems, water 

conservation vs. development of infrastructure)?  

- A thorough analysis by project might not be feasible because of 

transaction costs associated with relatively small projects.  

- Identify the consequences of choice (notably for different users) in 

advance would allow balancing the different interests. 

- Better integrate the informal private actors in the chain of service 

provision. 

- New York: the water conservation 

scheme. 

- Counter-ex: the Tiruppur project in 

India shows that neglecting the life 

cycle of water can lead to failure of 

the partnership. 

- The tools: 

The Strategic Choice Approach 

(SIWI). 

OECD FEASIBLE model 

PPP for Water Supply and Sanitation, 

Policy principles and implementation 

guidelines, Swiss Cooperation and 

BPD 

Approaches to Private Participation 

in Water Services: A Toolkit, PPIAF 

2006 

 Toolkit for pro-poor Municipal 

PPPs, UNDP 
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2) Financial sustainability of infrastructure projects 

Principle 2: no infrastructure project, regardless of the degree of private involvement, should be embarked upon without assessing the degree 

to which its costs can be recovered from end-users and, in case of shortfalls, what other sources of finance can be mobilised. 

Specificities of the sector Issues for governments Tools and good practices 

- Long-term, irreversible investment. 

- Transparency issues and complexity 

due to provision of subsidies and cross-

subsidies, the numerous layers of 

stakeholders and information 

asymmetry. 

- Complexity of pricing policy because 

of conflicting objectives: cost recovery, 

economic efficiency, equity and 

affordability. 

- Issues of affordability, willingness to 

pay and universal service obligation. 

- Sustainability issue more crucial even 

for sanitation: piped sewerage is costly 

and its benefits are less perceived by 

individuals. Cost recovery has been 

very elusive. 

- Price setting should allow achieving ―sustainable‖ cost recovery (at least 

Operations & Maintenance). Set optimal mix between price cap and rate of 

return regulation to provide incentives to improve efficiency, to invest and 

to balance needs of users. Favour water conservation. Consider also the 

alternative tools available to achieve the objectives of equity and water 

conservation. Tackle in parallel prices for wastewater treatment and raw 

water abstraction. On prices, see Pillar 1 of the OECD water project. 

- Where low affordability and large infrastructure needs, subsidies remain 

necessary, especially in rural areas and for sanitation. Clarify subsidy 

levels, time span, nature (connection / consumption) and the targeting 

process (mix of precise targeting through household surveys, geographic 

targeting, self-selection and subsidies to technologies used by poor). The 

setting of cross-subsidies should allow for changes in the user base.  

- Consider regulating small-scale operator prices through communication 

on bulk water prices. 

- The choice of technology should match technical considerations and 

affordability. There is a wide range of choices, especially for sanitation: 

different levels of on site, conventional and simplified sewerage. 

Diversification of service provision can help ensure financial sustainability 

while serving pro-poor objective. The issue is to allow for easy upgrading 

of facilities so that users can climb up the technology scale. 

- Senegal has highest tariffs 

but best performance in 7 

African countries. 

- Zambia devolution trust fund. 

- Price setting: the Model 

Company (Chile). 

- Subsidies: the ―water stamps‖ 

in Chile. 

- Output Based Aid can help 

clarifying subsidies and 

developing connections. 

- Adaptation of technology: the 

uptake of simplified sewerage 

in Brazil. 

- Counter-ex: Tiruppur project 

in India shows impact of cross-

subsidisation when user fees 

decline. 
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3) Apply tailor-made model of private sector involvement 

Principle 3: the allocation of risk between private parties and the public sector will be largely determined by the chosen model of private sector 

involvement, including the allocation of responsibilities. The selection of a particular model and an associated allocation of risk should be based 

upon an assessment of the public interest. 

Specificities of the sector Issues for governments Tools and good practices 

- High risk sector. Inadequate risk 

sharing arrangements are at the heart of 

past failures. 

- Very heterogeneous private sector, 

with different comparative advantages 

(peri-urban areas and small towns are 

natural niches for small-scale 

independent providers) and capacities 

to bear risks: local providers may help 

to avoid exchange rate risk. 

- Wide disparities in initial conditions 

across countries and regions. 

- Difficulties in defining ―public 

interest‖ (the user‘s, the environment, 

the government‘s?). 

- The menu of PPP models is extending: smaller projects, less 

risky contracts (lease, management, development of risk-

mitigating measures), greenfield contracts for bulk facilities, 

combination of private and public money, emergence of new 

actors. But the structure of incentives is changing accordingly: 

less incentive to extend network to poorer users and to achieve 

efficiency gains if revenue does not depend on it and less 

financing flows. Governments need to develop risk allocation 

structures that are attractive to private sector while fulfilling 

their development agenda.  

- Consider a step approach: strengthen commercial functions 

and information system through service or management 

contracts first and develop greater understanding between the 

private and public sector for a more motivated choice. 

- Build on the comparative advantages of small-scale providers: 

their capacity to reach out to poor customers in smaller cities 

and remote areas. Engage them through partnerships with 

utilities, municipal delegated management models, licensing. 

Attract the informal operators to official networks rather than 

formalise directly their activities. Provide some form of 

recognition of legitimacy of their activities. 

- What role for different levels of public agencies and for 

central government when water is a local management issue? 

What coordination mechanisms across the different models? 

- Blending of private sector and public 

money (Colombia, Malaysia, Peru). 

- Success of affermage in Senegal 

largely owes to a relevant risk 

allocation and incentive setting. 

- Alternative business models based 

on the corporate social activities of 

major users and property developers.  

- EMOS (Chile) contracted out several 

activities before divestiture. 

- The Agua Para Todos Partnership 

(Cochambamba). 

- The Mauritania delegated 

management model in small towns. 

- Formalising independent operators 

in Maputo. 

- Subcontracting (Abidjan, Nairobi, 

Morocco rural communities). 

- Franchising (ex?). 
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4) Preserve fiscal discipline and transparency 

Principle 4: fiscal discipline and transparency must be safeguarded, and the potential public finance implications of sharing responsibilities for 

infrastructure with the private sector fully understood. 

Specificities of the sector Issues for governments Tools and good practices 

- Provision of subsidies and guarantees that 

constitute long-term expenditures and contingent 

liabilities on budget (key feature of Asian model 

of privatisation that worsened the effect of crisis). 

- Local management involves sub-sovereign 

entities (municipalities, utilities). 

- High transaction costs (numerous transactions, 

actors and models). 

- Determine what bears on budget (subsidies, 

extension of network, guarantees, oversight and 

coordination) and transaction costs. 

- Trade-off between guarantees to attract private 

sector and resulting contingent liabilities bearing on 

fiscal accounts. For the sake of fiscal transparency 

and sustainability, disclose future costs of private 

sector participation and incorporate them in 

medium-term budgetary projections and debt 

sustainability analysis. 

- Issue of capacity, transparency and accountability 

of sub-sovereign entities. 

- Output Based Aid can help externalise and 

clarify subsidies. 

- Tools:  

IMF recommendations: Government 

Guarantees and fiscal risk, IMF, 2005. 
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B. Enhancing the enabling institutional environment 

5) Enabling environment 

Principle 5: a sound and enabling environment for infrastructure investment, which implies high standards of public and corporate governance, 

transparency and the rule of law, including protection of property and contractual rights, is essential to attract the participation of the private sector. 

Key water and sanitation specificities Issues for governments Tools and good practices 

- The water and sanitation sector presents high 

contractual, foreign-exchange and sub-sovereign 

risks. 

- Important political interferences. Important 

involvement from the international community 

(IFIs and donors). 

- The quality of water and sanitation governance 

does not relate only to purely sectoral issues, but 

also to land tenure, housing security, 

decentralisation policy, environmental rights. 

- The impediments arising from business 

environment differ across private actors. 

Informality is a way to escape a burdensome 

business environment. 

- Public sector remains the enabler. Separate 

political role from the role of administration and 

the operation of service delivery. 

- Examine the key elements of business 

environment that bear on water and sanitation: 

local governance, overall institutional setting, 

policies and political will. 

- Ensure consistency across central and 

municipal government but also institutional 

continuity. 

- Develop some regulatory elements to frame the 

activities of informal operators: build on the 

burgeoning oversight and regulation by local 

communities. 

- All tiers of government and public agencies 

should respect their commitments (i.e. timely 

payments of water bills and subsidies). 

- Water Dialogues are developing in South 

Africa, Uganda, Brazil, Philippines to identify 

the key bottlenecks. 

- Maputo and Bamako licensing of operators by 

communities.  

- Reform of general concession law in Russia. 

- Counter-ex: Ambiguities of the South African 

institutions between the central and municipal 

levels. Political disincentive to continuity of 

reforms in Mexico: mayors are not allowed to 

run for a 2
nd

 mandate.  

- Tools: 

On consistent and clear institutional framework, 

see UNCITRAL Legislative guide on privately 

financed infrastructure projects. 
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6) Fight against corruption 

Principle 6: infrastructure projects should be free from corruption at all levels and in all project phases. Public authorities should take effective 

measures to ensure public and private sector integrity and accountability and establish appropriate procedures to deter, detect and sanction 

corruption. 

Specificities of the sector Issues for governments Tools and good practices 

- Large financial flows are at stake (large scale 

construction). 

- Opacity and asymmetry of information. 

- Monopolistic sector with little cost-recovery. 

- Importance of informal sector. 

- Number of stakeholders and complexity of 

organisation. Numerous transactions. 

- High demand and human need dimension 

generate high power leverage. As a consequence, 

water is probably a more corrupt sector than 

sanitation. 

- Political involvements in projects, through 

subsidies. 

- Consider sending strong political signal: adhere to 

international anti-corruption conventions (OECD and UN 

Conventions), induce institutional reforms (procurement, 

judiciary), set a structure of disincentives, and strengthen 

monitoring and enforcement.  

- Reduce incentives: address corruption explicitly in the 

PPP framework, disclose information, define performance 

targets and outputs, introduce opportunities for challenges 

and reviews, and allow for private sector to benefit from 

contract (rather than by perverting it). Reduce incidence of 

transaction, gain from each transaction and increase 

probability of detection and penalty. 

- Be aware and mitigate potential negative impacts of the 

fight against corruption: the costs related to proliferation of 

controls and institutions and the impacts on the poorest. 

Tackle corruption in an open, inclusive and equitable 

manner by suggesting alternatives so as to avoid negative 

consequences of removing illegal connections, closing 

below standards facilities. 

- Community-driven development 

programmes: Kecamatan 

Development Project, Indonesia. 

- Transparency programmes in 

Veracruz, Mexico. Cf. Global 

Compact 

- OBA schemes. 

-Tools: 

Scheme on occurrence of corruption 

and PACTIV (political leadership / 

accountability / capacity / 

transparency / Implementation / 

Voice) in Plummer and Cross 

(2006). 

AccountAbility 
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7) Create a competitive environment 

Principle 7: the benefits of private sector participation in infrastructure are enhanced by efforts to create a competitive environment, including 

by subjecting activities to appropriate commercial pressures, dismantling unnecessary barriers to entry and implementing and enforcing adequate 

competition laws. 

Specificities of the sector Issues for governments Tools and good practices 

- Little possibility for direct (horizontal) 

competition owing to inelastic demand and supply, 

high fixed costs, high transport costs and economies 

of scale. Also vertical integration justified by 

internalisation of externalities and cross-

subsidisation. Instead there are opportunities for 

competition for market (through concession) and 

benchmark competition. 

- Competition made difficult once operator is 

selected owing to important asymmetry of 

information. Consequently, competition is easier in 

new areas (small towns, peri-urban): for network 

extension, new household connections. 

- Competition for market has been circumvented 

through renegotiations and hidden monopolies 

through share-holding (very concentrated sector). 

According to Guasch (2004), in Latin America, 

renegotiations affected 75% of water contracts 

(10% in electricity), after 1.7 years (2.3 with 

electricity). 66% of renegotiations were initiated by 

operator and 10% by both parties. Consequences: 

delays (70%) and reduction (62%) of investments, 

tariff increases (62%) and increase in number of 

cost components allowing pass-through (59%). 

- Show strong political leadership: transparency and early 

signalling of policy. 

- Develop technical expertise: careful review of bidding 

and consideration of history of practices elsewhere. 

- Be aware of the trade-offs in contract award: risk borne 

by investors vs. probability of renegotiations and length of 

contract (which provides incentive to invest in 

maintenance) vs. more frequent competitive tendering.  

- Exclusivity awarded to enable cross-subsidies and attract 

investors can have counter-productive consequences. 

Opening market and encouraging alternative providers, 

where network and household connections expansion is 

slow, can help speed up provision to the poor at better 

price.  

- Ensure that small-scale providers are not excluded from 

the market while avoiding cartelisation among them.  

- Develop benchmark competition by comparing 

performance across water providers and releasing the 

information to the public. 

- Encourage corporatisation and commercialisation of 

public water providers to foster competition among public 

and with private providers. 

- Examples of benchmarking: 

competition with the best 

performing company (England), 

with a model company (Chile), 

within city competition (Manila, 

Jakarta: coexistence of 2 vertically 

integrated utilities, operating 

separate networks), performance 

contract (Senegal).  

- Tools: 

OECD/DAFFE/COMP(2004)20. 
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8) Facilitate access to financial market 

Principle 8: access to capital markets to fund operations is essential to private sector participants. Restrictions in access to local markets and 

obstacles to international capital movements should, taking into account macroeconomic policy considerations, be phased out. 

Specificities of the sector Issues for governments Tools and good practices 

- Specific needs owing to long-term, stable but 

low return investments and local (municipal) 

management. 

- The water and sanitation sector presents high 

contractual, foreign-exchange, sub-sovereign 

and political risks. It has led to the development 

and adoption of different guarantee schemes. 

- Uncertainty of revenue streams (unstable 

tariffs policies and difficult bill collection). 

- Take stock of the financing tools and guarantee 

schemes available and used elsewhere. Assess 

what can be adapted locally, taking into account 

the costs associated with risk mitigation tools. 

- The needs can be very different across private 

actors. Facilitate access of local SMEs to 

financing.  

- Facilitate assistance to overcome the 

challenge of preparing bankable projects.  

 

- Guaranteed municipal bonds (Mexico, 

Johannesburg 2004, India: $2.9bn in 10yrs) 

- Sub-sovereign facilities in local currency. 

- Infrastructure funds based on pension funds 

(PAIDF South Africa). 

- Pooled financing (India: Greater Bangalore 

Water Supply project, Pooled Fund in Tamil 

Nadu).  

- Community participation (India). 

- Blending financing sources (Zambia 

Devolution Trust Fund: public money as 

leverage). 

- Public/Private Developpers: InfraCo, 

IFCVentures. 
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C. Goals, strategies and capacities at all levels 

9) Consultation with stakeholders 

Principle 9: public authorities should ensure adequate consultation with end-users and other stakeholders including prior to the initiation of an 

infrastructure project. 

Specificities of the sector Issues for governments Tools and good practices 

- The water and sanitation sector involves a 

multi-stakeholder partnership (users, sector 

employees, State, communities, donors, private 

sector). 

- Specific vital good with important 

externalities, highly politicised. 

- Facilitate clear understanding of roles and 

responsibilities of all stakeholders, notably 

through the creation of capacity and space for 

dialogue (incl. public and private sector, 

communities, NGOs, users). How to 

meaningfully involve weaker communities? 

- Involve the employees in the reform process.  

- Develop consumer trust through awareness / 

information campaigns.  

- Involve users in regulatory decision making 

(through water customer committees for 

instance) for better monitoring. 

- Water and, even more, sanitation, are 

segmented sectors. There is a need to develop 

strong partnerships and coordination 

mechanisms. 

- Water dialogues in South Africa, Uganda, 

Brazil, Philippines to provide space for 

dialogue. 

- Senegal preparatory phase. 

- Phnom Penn workforce incentive model, vs. 

imposed change in management model in the 

case of SONEL (electricity company of 

Cameroon). 

- Development of Water Watch Group 

(NWASCO, Zambia). 

- Sector Wide Approach to Planning (Uganda). 
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10) Empower authorities responsible for privately-operated infrastructure projects 

Principle 10: authorities responsible for privately-operated infrastructure projects should have the capacity to manage the commercial 

processes involved and to partner on an equal basis with their private sector counterparts. 

Specificities of the sector Issues for governments Tools and good practices 

- Decentralised systems (transport costly 

compared to unit value) and local management. 

- Recent decentralisation process not linked with 

the water sector reforms and not yet followed by 

devolution of financial means and building of 

capacities. 

- High political interferences in multi-layer 

system. 

- Decide over the optimal level of 

decentralisation taking account of the trade-off 

between capacities, economies of scale and 

costs, resource management, coordination on 

one hand and proximity, community 

empowerment, efficiency on the other. 

- Decide over the institutional setting for 

devolution, notably the regulation / oversight of 

independent providers. 

- Encourage training: from central government 

to sub-sovereign entities, across municipalities 

(through forums). Be aware that capacity 

building takes time and commitment. 

- Empowerment means also consistency across 

public agencies/administrations: tax authority 

might prevent tariffs from falling by raising 

indirect tax. 

- Decentralisation: Chile (13 regional 

companies) vs. Colombia (1380 municipal 

providers). Opposite trends in Europe 

(regionalisation) and developing world 

(decentralisation). 

- Bolivia 1994 Popular Participation Law. 

- ANEPA (Mauritania), responsible for 

supervising 350 independent operators and 

ensuring regulation in small towns. 

- Integrated Sanitation budget line in Uganda to 

empower districts in the area of sanitation. 

- Training of local capacities (South Africa). 
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11) Clear and broadly understood objectives and strategies 

Principle 11: strategies for private sector participation in infrastructure need to be understood, and objectives shared, throughout all levels of 

government and in all relevant parts of the public administration. 

Specificities of the sector Issues for governments Tools and good practices 

- Segmented sector: responsibility often diluted 

across different public agencies and unclear 

allocation of responsibilities. Many management 

levels. 

- Important bearing on social policies 

(education, health, gender, settlements…) 

- Water and sanitation governance issues are not 

purely sectoral, they relate to land tenure, 

housing security, decentralisation policy, 

environmental rights 

- Water governance and reforms involve many 

objectives that may contradict each other (social 

equity, economic efficiency, environmental 

conservation…). Past experiences show too high 

expectations: reduction in prices, network 

extension… 

- Some unavoidable objectives: universal service 

obligation (i.e. pro-poor strategies) 

- Central government should remain in charge 

of overall policy, objectives and of institutional 

setting (allocating the role of different public 

agencies, defining the role of regulatory body). 

The enforcement of policy framework should 

be delegated to the local levels.  

- The objectives in terms of universal service 

and services to the poor should be clarified. 

- Ensure consistency across the main 

development programs and with general policy.  

Infrastructure development is closely linked 

with legalisation of informal settlements. 

Sanitation in particular has to be addressed as 

part of an integrated urban programme that 

tackles housing, tenure and relocation.  

- Channel efforts of the many involved actors 

towards main development programme 

(including NGOs, donors, private actors). 

- Setting of a steering committee across the 

different ministries in charge of water to ensure 

coordination (Ethiopia). 

- Sector Wide Approach to Planning (Uganda). 
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12) Mechanisms for cross-jurisdictional cooperation 

Principle 12: mechanisms for cross-jurisdictional co-operation, including at the regional level, may have to be established. 

Specificities of the sector Issues for governments Tools and good practices 

- Due to the high cost of transporting water 

(relative to its unit value), large regional 

networks are not as common as in the electricity 

sector. Water systems tend to be decentralized 

and operated under local jurisdiction. 

- Scarcity of resource, uneven distribution and 

necessity to take into account the complete 

resource life-cycle, regardless of location. 

- Importance of cross-border management of 

water issues. 

- Mechanisms to enforce poverty reduction 

across municipalities (cross-subsidisation). 

- Implement Integrated Water Resource 

Management (IWRM). 

- Develop regional cooperation. 

- On IWRM, see Global Water Partnership. 

GWP reports 5 good performers of IWRM in 

Africa (Burkina, Namibia, South Africa, Uganda 

and Zimbabwe). 

- Setting up of institutions to manage jointly 

water resources: Nile Basin Initiative… 
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D. Making the public-private co-operation work 

13) Establish communication and consultation with private sector 

Principle 13: to optimise the involvement of the private sector, public authorities should communicate clearly the objectives of their infrastructure 
policies and they should put in place mechanisms for consultations between the public and private partners regarding these objectives as well as 
individual projects. 

Specificities of the sector Issues for governments Tools and good practices 

- Multi-stakeholder dialogue: local 

management, multiplicity of private actors. 

- Sensitive issues. 

- Create capacity and space for dialogue 

between the public and private sector, but also 

across private providers.  

- Engage the private actors to formulate their 

requirements and constraints for mutual 

understanding and better appropriateness of 

contracts. 

- The communication channels may differ across 

actors, depending on the existence of business 

association for instance and whether the sector is 

informal. The key issue is to determine which 

actors are legitimate interlocutors. 

- Promote association of independent providers, 

remaining careful of preserving competition. 

- Development of a municipal sanitation 

platform in Durban (South Africa) to coordinate 

the activities and avoid erratic demand.  

- APWO of Uganda: Association of small 

private providers that aims to coordinate action 

and generate a common voice. 



 

150 

 

14) Full disclosure of project related information 

Principle 14: there should be full disclosure of all project-relevant information between public authorities and their private partners, including 

the state of pre-existing infrastructure, performance standards and penalties in the case of non-compliance. The principle of due diligence must be 

upheld. 

Specificities of the sector Issues for governments Tools and good practices 

- Water and sanitation facilities are mainly 

underground and difficult to appraise. In the 

past, underestimated state of disarray of 

infrastructure has led to many renegotiations and 

failures. 

- The flow of information is made difficult by 

multi-jurisdictions dimension. 

- Asymmetry of information and limited 

reversibility in the short run. 

- Disclosure of information is key because of a 

high incidence of corruption, to facilitate a 

better understanding of all parts and make 

public policy clear in a sensitive area. 

- Develop reliable data.  

- Set monitoring mechanisms. 

- Invest time and capacity in the due diligence 

process. 

- Clarify expectations and constraints. 

- e-dissemination 
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15) Fair, non-discriminatory and transparent awarding of contracts 

Principle 15: the awarding of infrastructure contracts or concessions should be designed to guarantee procedural fairness, non-discrimination 

and transparency. 

Specificities of the sector Issues for governments Tools and good practices 

- Important in concentrated sector and where civil 

society is active. 

- Most of past failures in Latin America can be linked 

to flawed bidding process. 

- The contract design is a key element of success. 

High incidence of concession renegotiation can be 

attributed to flawed contract design. 

In the contract award process:  

- Clarity and transparency of rules of game for all stakeholders. 

- Maximise the opportunity for competition. 

- Minimize opportunities for collusion and for future 

renegotiations by carefully selecting the award criteria (tariffs, 

investments…) and the characteristics of process (number of 

operators and their coordination).  

In the design of contract: 

- Be aware of the trade-off between a complete contract and its 

flexibility. 

- In setting the deal characteristics, be aware of the consequences 

on incentives for private sector: duration (trade-off private sector 

commitment vs. competition and risk borne by the private actor / 

by government), investment vs. performance obligations, 

allocation of risks, cost of capital determination, valuation of 

concession assets, pro-poor objectives. 

- Provide for regulatory elements (price cap vs. rate of return, 

guidelines for adjustment in tariffs, social tariffs) and dispute 

settlement principles (performance bond, contingencies for 

renegotiation, recourse to international arbitration) in the contract. 

- Tools: 

Kessides (2004) for a discussion of 

different types of regulation and their 

respective merits. 

OECD (2006). Concessions. 
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16) Output/performance based contracts 

Principle 16: the formal agreement between authorities and private sector participants should be specified in terms of verifiable infrastructure 

services to be provided to the public on the basis of output or performance based specifications. It should contain provision regarding 

responsibilities and risk allocation in the case of unforeseen events. 

Specificities of the sector Issues for governments Tools and good practices 

- Important where infrastructure gaps are 

substantial and level of access low. 

- Important where subsidies exist. 

- Set non-contradictory targets and avoid over-

regulation (combination of performance targets 

and investment obligation for instance). 

- Avoid strict technical service specifications as 

it restricts options and might disadvantage the 

poor. Relaxing standards regarding pipe 

diameters, gradient and depth can allow the 

development of cheaper, pro-poor sewerage 

systems. 

- Set monitoring processes. 

- The timing is important: the results might not 

materialise in the very short-term. 

- Output Based Aid schemes in Kenya. 

- Senegal has performance targets embedded in 

contract (leakage reduction, improvement in bill 

collection). 

- Simplified sewerage in Brazil. 

Tools: 

- OECD Guidelines for Performance Based 

Contracts between Municipalities and Water 

Utilities in EECCA. 
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17) Competent, well resourced and independent regulatory bodies 

Principle 17: regulation of infrastructure services needs to be entrusted to specialised public authorities that are competent, well-resourced and 

shielded from undue influence by the parties to infrastructure contracts. 

Specificities of the sector Issues for governments Tools and good practices 

- Monopolistic sector, incomplete contracts and 

multi-stakeholders dialogue. High occurrence of 

renegotiations. 

- Necessity of a holistic approach to preserve well-

being of users, environment, from water extraction 

to wastewater discharge.  

- Quality issues very prominent (quality of water, 

pollution). 

- Key importance of maintenance in a capital 

intensive sector. 

- Main challenges: asymmetry of information, 

building up of credibility for only recently 

established bodies, importance of small-scale, 

informal providers for which national regulatory 

tools are often ill-suited. 

- The regulatory body needs to be set up prior to reform, enjoy 

stability to build-up credibility. It should allow for flexibility to 

adapt roles and responsibilities to initial conditions and to evolve 

with country development. 

- There is a trade-off between independence and accountability of 

regulatory bodies. Key elements are predictability, transparency, 

consistency, capacity. Disclose information on decisions and 

procedures, submit to judicial reviews, which also help to protect 

against excessive political influence.  

- The key activities of the regulatory bodies should be regulation of 

water quality, environmental regulation, economic regulation to 

oversee monopolistic market, monitoring of sector and consumer 

representation. 

- There is a trade-off between centralised and decentralised 

regulation. Decentralisation allows for proximity. However, the 

water and sanitation sector requires strong coordination notably to 

ensure IWRM. The decision will be very different in small and poor 

countries (with limited capacities) and in highly populated 

countries. Similarly, a multi-sector agency can help share fixed 

costs, limited capacities and build expertise in cross-cutting issues. 

It can also better resist political interference. But it loses specific 

sector capacity.  

- Regulating small providers requires some form of official 

recognition (through licensing and sub-contracting arrangements for 

instance). Simplify opaque layers of regulation, inform on 

regulatory principles and lines of responsibility. Develop better 

monitoring of sector. Some regulation of prices is possible through 

sharing information on bulk water price of utilities. Be aware of the 

costs of a comprehensive regulation and its impact on small-scale 

activities. Regulation and oversight of decentralised systems 

(notably of condominial sewers) might be best provided by NGOs, 

communities and local governments.  

- NWASCO (Zambia): regulation of the dominant 

operators and compromise with independent network 

schemes. 

- Attempt by CRA (Mozambique) to develop regulatory 

tools for independent operators. 

- PURC (Ghana): price regulation of small-scale through 

regulator setting resale price for standposts and water 

tankers. MOU with tanker operator association. 

- Regional regulatory initiatives to help capacity building, 

sharing of information, harmonisation:  South Asian Forum 

for Infrastructure regulation, African Forum for Utility 

Regulators. 

- PERPAMSI (Indonesia): benchmarks and reports on 29 

indicators and make information available on website. 

- Tools: 

Building Partnership for development and Franceys (2006) 

for specific recommendations on how to regulate small-

scale operators. 

Kessides (2004) for precise measures to balance 

independence and accountability of regulatory bodies. 

PPIAF toolkit on Evaluating Infrastructure Regulatory 

Systems. 
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18) Allowing for good faith, transparent and non-discriminatory renegotiations  

Principle 18: occasional renegotiations are inevitable in long-term partnerships, but they should be conducted in good faith, in a transparent 

and non-discriminatory manner. 

Specificities of the sector Issues for governments Tools and good practices 

- Long-term, complex contracts that cannot be 

complete.  

- Limited information on the state of the assets. 

- Occurrence of important external shocks has put 

stress on several partnerships in the past. 

- The constantly changing environment that developing and emerging countries face (due to 

external shocks but also to internal factors such as population growth, migration to urban 

areas, evolution of poverty) calls for flexibility to adapt to new conditions. 

- Some basic principles can help avoid unnecessary renegotiations:  

Be aware of trade-off between the risk borne by investors and the probability of 

renegotiations: less renegotiation when award based on higher transfer fee vs. lowest tariff 

and rate of return vs. price cap. 

Less renegotiation when a credible regulatory framework is in place (prior to reforms): 

existence of regulatory body and regulatory framework embedded in law (rather than decree 

or contract). 

Less renegotiation when regulation by objectives (on performance indicators) vs. by means 

(investments) as give flexibility (notably in terms of technology and strategies) to reach the 

objectives. For similar reasons avoid multiplicity of criteria (potentially contradictory and 

leverage for renegotiation) and using criteria likely to be modified soon (tariffs). 

Avoid making renegotiations too easy and allowing possibility to default cheaply. Use of 

performance bonds40, step-in rights41 and renegotiation fees can reduce incentive to 

renegotiate.  

Develop credible and realistic cahier des charges and avoid changes in policy orientation 

(adding additional provisions – such as delivery to the poor - after award). 

- Tools 

OECD (2006). Concessions. 

                                                           
40

 Bank guarantees that indemnify the public party if the private sector fails to fulfill its obligations. 
41

 Step-in rights allow government to take over the operation of a concession when the concessionaire is not performing according to specified standards. 
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19) Setting dispute resolution mechanisms 

Principle 19: dispute resolution mechanisms should be in place through which disputes arising at any point in the lifetime of an infrastructure 

project can be handled in a timely and impartial manner. 

Specificities of the sector Issues for governments Tools and good practices 

- Disputes are particularly common in water and 

sanitation. 

- Highly politicised disputes that generate social 

unrest and may threaten the political power.  

- Weak institutional, regulatory and legal 

framework: contract enforcement is an issue. 

- Embed dispute resolution mechanisms in 

contractual arrangements (performance bond, 

contingencies for renegotiation, recourse to 

international arbitration). Clarify remedies 

available to private investors in case of dispute. 

Allow for progressive approach (exhaust 

diplomatic means first). 

- Bilateral investment treaties allow foreign 

investors to have access to international 

arbitration (i.e. ICSID) even though the contract 

may provide for local courts jurisdiction. Need 

for government to make local authorities aware 

of international obligations and of national 

consequences of breach of international 

obligations. 

- Be aware of trade-offs between complete 

contracts and flexibility to adapt to changing 

environment; and between systematic recourse 

to external independent referees and transaction 

costs. 

- Senegal (contractual arrangement provides good 

framework for dealing with issues). 

- Expert panels (Chile). 
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E. Encouraging responsible business conduct 

20) Responsible business conduct 

Principle 20: private sector participants in infrastructure should observe commonly agreed principles and standards for responsible business 

conduct. 

Specificities of the sector Issues for governments Tools and good practices 

- Water is a basic human need. 

- Important economic, social, environmental and 

political repercussions. 

- Water and sanitation are key elements of 

development policies, which generate important 

political interventions. 

- Labour intensive industry? 

- Dimension all the more important in weak 

governance environment (where usually the 

needs are greatest). 

- Key elements of business conduct differ across 

private actors: large, concentrated operators 

have significant negotiating power, especially in 

weak governance zones. Small-scale operators 

may enjoy limited knowledge of standards. 

Financial groups may overlook the specificities 

of water as a basic need in financial 

optimisation. 

- Support the use of principles and standards of 

responsible business conduct as promoted by 

intergovernmental instruments such as the 

OECD Guidelines for Multinational enterprises. 

- Governments should consider providing 

capacity building to small-scale operators. 

- Promote business awareness of the 

consequences for the employees generated by 

changes in management: share information and 

cooperate with the employee representatives to 

forge the common values of the company and 

mitigate any adverse effect of the change. 

- Training of independent private operators in 

Uganda by the national public water company. 

- Aquafed Code of Ethics. 

- Tools: 

UNPRI (water specific set of principles) 

OECD Guidelines for Multinational enterprises 

OECD Risk Awareness Tool for Multinational 

enterprises in Weak Governance Zones 
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21) Good faith and commitment 

Principle 21: private enterprises should participate in infrastructure projects in good faith and with a commitment to fulfil their commitments. 

Specificities of the sector Issues for governments Tools and good practices 

-Important information asymmetry and little 

reversibility over the short-run, leading to 

strategic renegotiations. In Latin America, 

frequent, politicised and strategic renegotiations 

have led to widespread population distrust (Latin 

American barometer). 

- Very specific knowledge and technology. 

- Important political and social repercussions of 

failures. 

- Important reputational risk. 

- The government should clearly communicate its 

expectations: 

 In terms of local capacity building and transfer 

and diffusion of technologies and know-how. 

 In terms of timely, reliable and relevant 

information disclosure on activities, structure, 

financial situation and performance (including 

participating with good faith and commitment to due 

diligence processes). 

- Private enterprises should be made aware of 

dispute resolution mechanisms provided for in the 

contract and of the existence of any investment 

protection agreement.  

- In case of dispute, conciliation and mediation 

should be used first (alternative dispute resolution 

mechanisms). 

- Case of Aguas del Aconquija (Tucuman, 

Argentina): ICSID dismissed the claims of 

private company on ground that claimants 

should have first pursued their case before 

the local tribunal. 
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22) Fight against corruption 

Principle 22: private sector participants, their subcontractors and representatives should not resort to bribery and other irregular practices to 

obtain contracts, gain control over assets or win favours, nor should they accept to be party to such practices in the course of their infrastructure 

operations. 

Specificities of the sector Issues for governments Tools and good practices 

- Transparency issue: multi-stakeholder 

dimension and important information 

asymmetry. 

- Greater needs are in countries where 

governance is weak and local governments lack 

capacity. 

- Sector where competition is limited and 

bargaining power strong. 

- Promote public commitment by business to 

integrity and to abstain from improper 

involvement in local political activities.  

- Encourage companies to communicate the 

anti-corruption policies and internal 

management systems to the staff, including 

through training programmes.  

- Consumers should be given opportunities to 

report on reprehensible behaviours. 

- Encourage companies to get involved in local 

actions to promote integrity. 

- Coalitions to fight corruption (CIPE – WIN: 

Water integrity network). 

- Transparency International Business Principles 

for Countering Bribery led to Anti-corruption 

Agreements in Colombia, Argentina (2005). 

- (TI) Integrity Pact, Pakistan. 

- Private Sector Pact for Promoting Integrity and 

Fighting Corruption (Brazil).  

- Tools: 

OECD Guidelines for Multinational enterprises. 

OECD Risk Awareness Tool for Multinational 

enterprises in Weak Governance Zones. 
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23) Communication with the consumers 

Principle 23: Private sector participants should contribute to strategies for communicating and consulting with the general public, including vis 

à vis consumers, affected communities and corporate stakeholders, with a view to developing mutual acceptance and understanding of the 

objectives of the parties involved. 

Specificities of the sector Issues for governments Tools and good practices 

- Water is a basic need and generates high social 

unrest if not perceived to be delivered 

adequately. 

- Consumer trust is a key element of reform, 

notably in support to pricing policy. Current 

trends show that in some places, the confidence 

in private sector is deteriorating (Latin 

American privatisation barometer). 

- Consequences for health of better water and 

sanitation practices are important. 

- Engage companies in the existing monitoring 

and communication process when put in place by 

the public agency/regulator. 

- Encourage companies to be responsive to clients‘ 

claims and provide transparent and effective 

procedures to address consumer complaints. 

- Involve companies in the awareness campaigns 

(to promote hygiene for instance). 

- Encourage companies to communicate to 

consumers on price increases and other major 

changes in service delivery and be in line with 

service quality and users needs. 

- SDE in Senegal launches surveys to assess 

consumers‘ satisfaction and provides free 

phone number for customers‘ information. 

- Tools: 

OECD handbook on information, consultation 

and public participation in policy-making. 
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24) Awareness and responsibility for the social consequences of actions 

Principle 24: private sector participants in the provision of vital services to communities need to be mindful of the consequences of their 

actions for those communities and work, together with public authorities, to avoid and mitigate socially unacceptable outcomes. 

Specificities of the sector Issues for governments Tools and good practices 

Important economic, social, environmental and 

political repercussions: 

- Consequences for the poor: tariff setting, 

design of new investments, choice of 

technology, connection policy, water quality. 

- Consequences for the environment: water 

conservation and management (maintenance), 

treatment of effluents. 

- Promote discussions on the consequences for 

the poor and environment of the technology 

choices, tariff setting policy, investment 

planning. 

- Engage private actors in initiatives aims at 

mapping the location of the poor and better 

understanding of demand. 

- Promote contribution to sustainable 

development by evaluating the full impact of 

activities on environment and continuously 

seeking to improve environmental performance. 

Favour adoption of basic principles of water 

demand management, such as water 

conservation, adoption of metering (for 

efficiency, water conservation and greater 

empowerment of consumers), reduction of leaks 

through improved maintenance and technical 

measures and re-use of water, when water 

scarcity calls for it. 

- Promote adoption of environmental 

management standards, such as ISO 14001. 

- JOWAM in Soweto (BOTT: build, operate, 

train and transfer). 

- City of Windhoek (Namibia) managed to 

reduce unaccounted-for water to 10.3% In 2006 

thanks to its water demand management 

programme. 

- Tools:  

The CEO Water Mandate. 
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Stocktaking of the water and sanitation sector and private sector 

involvement in selected African countries 

 

 

Over the last ten years, the issue of private sector participation in water infrastructure has led to highly 

politicized discussions. This background note aims to respond to the growing need for a dispassionate 

approach by providing a stocktaking of water and sanitation sector development and private sector 

participation in a selection of 16 Sub-Saharan African countries. It is part of a wider project carried out 

by the OECD on Sustainable financing to ensure affordable access to water and sanitation, which 

includes the development of practical guidance for governments wishing to engage the private sector 

in the development and management of water and sanitation infrastructure, based on the newly 

released OECD Principles for Private Sector Participation in Infrastructure. The information 

presented in this background note is drawn from a new evidence base that combines information on 

some 7 key dimensions of water and sanitation (covering some 90 indicators) for some 35 countries in 

Africa, Latin America and Asia-Pacific (Annex A provides the detailed list of indicators and 

countries).  

 

The context: resource abundance and low access  

 

Sub-Saharan Africa (SSA) has made progress recently in improving population access to drinking 

water and sanitation: from 49 per cent in 1990 to 56 per cent in 2004 for safe drinking water, and from 

32 per cent in 1990 to 37 per cent in 2004 for improved sanitation facilities. However, progress 

remains inadequate in relation to needs. Consequently, the sub-continent is not likely to achieve the 

access targets of 75 per cent and 66 per cent by 2015 for drinking water and sanitation respectively set 

by the MDGs. In particular, SSA has the lowest drinking water coverage and the lowest sanitation 

coverage in the world, with over 322 million people without access to safe drinking water and 463 

million without access to improved sanitation. The situation of sanitation is far more dramatic than 

water, which constitutes a major issue in terms of health consequences and impacts on gender equality, 

but also because the volume of sewage already represents the main source of water pollution.  

 

Most importantly, and despite the progress, the dynamics appear highly unfavourable. In contrast to 

other developing regions, SSA continues to see a substantial increase in the absolute number of 

unserved people. Some 60 million between 1990 and 2004 joined the pool of people without safe 

access to drinking water and a further estimated 47 million people are expected by 2015. On average, 

some 10 million people have been provided with improved water sources annually over the 1990-2004 

period. This number would, however, need to reach some 30 million people if SSA were to reach the 



 

167 

 

water target of the MDGs by 2015. Similarly, the perspective is of a further increase of 91 million 

people without access to sanitation services by 2015. If SSA were to reach the sanitation target of the 

MDGs, some additional 35 million people should be provided access to improved sanitation annually, 

which dramatically contrasts with the current trend of 7 million. And in any case, even if the MDGs 

are reached by 2015, the backlog of unserved people will remain substantial. It is estimated by the 

Joint Monitoring Programme at some 234 million people without access to drinking water and 317 

million without access to sanitation.  

 

Conditions largely differ between people living in major cities, in small towns, in peri-urban areas or 

in rural areas. Globally, water coverage in rural areas still lags far behind, compared with urban areas, 

forcing women and children to travel long distances. Similarly, rural sanitation coverage is half the 

urban coverage, i.e. quasi absent in most areas. Furthermore, in cities and peri-urban areas 

infrastructure is under great stress because of the combined pressure of population growth and 

migration from rural areas to cities. And the negative consequences of improper sanitation are much 

more acute in slums, where overstretched poor infrastructure is compounded by a high population 

density. Between 1990 and 2004, some 62 million people gained access to water supply in rural areas 

of SSA (corresponding to a 6 per cent coverage increase). By contrast, high migration from rural to 

urban areas, combined with demographic pressure led to a 2 per cent decrease in coverage in cities. As 

a result, Nigeria and Mozambique for instance even saw their urban water coverage decline by over 10 

percentage points between 1990 and 2004.  

 

A word of caution is needed here regarding the quality of data and especially of time series. A change 

in the monitoring methods in one country and heterogeneity across countries methodology may 

considerably alter the reliability of data and make difficult comparisons over time and across countries. 

However, without trusting too much the absolute levels, the evidence clearly highlights the 

heterogeneity of access levels between rural and urban areas and the high pressure arising from 

demographic growth and migration, especially in urban areas. Hence, if the major challenge in rural 

areas is to increase the level of access, accommodating the new comers and their connection to an 

already overstretched and often ill-maintained network has become the main issue in fast expanding 

cities. 
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Graph 1. Access to drinking water in urban areas in 1990 and 2004 (selected African countries) 

 

Source: JMP 

Graph 2. Access to drinking water in rural areas in 1990 and 2004 (selected African countries) 
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The weak access to drinking water in Africa is not only a resource issue. According to the FAO, some 

14 870 m
3
/inhab/year renewable water resources are available in Africa overall, including internal and 

external resources. These resources are considered abundant, but are only marginally exploited under 

managed conditions. Africa overall has the lowest water storage capacity in the world. Of course, 

disparity of resource endowment across countries is great in Africa. Africa hosts both among the driest 

countries in the world (in Northern and Southern Africa), but also among the best endowed (in Central 

Africa). DRC alone accounts for 23 per cent of internal renewable water resources in Africa. 

Availability also evolves with climate change, demographic pressures and economic development. By 

2025, according to UNEP, some 25 countries in overall Africa could be subject to water stress and 

water scarcity, compared to 17 in 2003-2007. 

 

Water availability and quality are further affected by industrial pollution, poor sanitation and sewage 

practices and inefficient resource allocation (agriculture uses 68.4 per cent of water, households 24.1 

per cent and industries 7.5 per cent). Inefficient land use and agricultural practices (use of fertilisers 

and pesticides) also contribute to worsen the problem. However, wastage is certainly taking the 

greatest toll on availability. In most African cities over 50 percent of the water supply is wasted or 

unaccounted for (see table 1). Thus, significant savings could be made by addressing water 

conservation, demand management and efficiency of use. 

 

A generally low and disparate operational  performance of the water sector 

 

Sound operational management of water systems is key to improve access to water and sanitation. 

Table 1 displays 6 indicators of operational management - the continuity of service and the average 

number of hours of water supply, the estimate of unaccounted for water, the operating cost coverage 

ratio, the billing collection rate, the number of employees per 1000 connections and the commercial 

perception of water services - for 11 Sub-Saharan African countries. Based on this review, Burkina 

Faso, Mali, Senegal, South Africa and Uganda clearly stand out as high performers. 

 

South Africa performs the best in terms of continuity of water service: 98 per cent of population has 

continuous access to the water supply. The situation varies in other countries and from one 

municipality to another. For instance, water supply is continuous in Dakar (Senegal) and in Nyeri 

(Kenya). In Uganda and Zambia, water supply is, respectively, available on average about 22 and 15 

hours per day. In Nigeria, the number of hours of service per day ranges between 4 in Abakaliki and 

16 in Osogbo. 



 

170 

 

Table 1. Operational performance indicators of the water sector (selected African countries) 

  
Continuous 

water supply 

Estimate of 

unaccounted 

for water 

Operating cost 

coverage ratio 

Billing 

collection rate 

Staff per 1000 

connections 

Commercial Perception 

of Water Service 

(1=worst 7=best) (World 

Business Environment 

Survey 2000) 

Burkina 

Faso 
No 15% (2005) 

135% 

 (2005) 

72%  

(2005) 

9.7 

 (2005) 
NA 

Ethiopia 

12 hours per 

day on 

average 

30 to 35%  

(2006) 

80% on 

average 

 (2006) 

NA 

6.7 in Adama, 

11.5 in Awassa, 

28 in Dire 

Dawa and 16.9 

in Harar. (2002) 

4.49 

Ghana No 
50% to 60% 

(2006) 
NA NA 

Around 60  

(2006) 
4.72 

Kenya 

Not 

everywhere. 

Continuous 

in Nyeri and 

19 hours per 

day in 

Mombasa. 

50% (2004) 

120% in Nyeri, 

94% in 

Mombasa and 

57% in 

Nakuru. (2000) 

54% in 

Nairobi  

(2007) 

7.3 in Mombasa 

and 10.8 in 

Nyeri (2000) 

2.52 

Mali No 
32% for EDM 

(2005) 

135% for EDM  

(2005) 

94% for EDM 

(2005) 

5.9 for EDM 

(2005) 
NA 

Nigeria 

4 to 16 

hours per 

day (4 in 

Abakaliki, 

16 in 

Osogbo) 

Up to 83% 

(2004) 

50% in 

Maiduguri, 

19% in 

Abakaliki and 

77% in Kastina 

(2003) 

As low as 

43% (2004) 
Up to 48 (2004) 2.59 

Senegal 
Yes in 

Dakar 
20% (2003) 

158% for SDE 

(2003) 
98% (2005) 3.2 (2005) 3.59 

South 

Africa 

Yes. 98% of 

population 

receives 

continuous 

water supply 

31 % on 

average, 

19.2% in 

Cape Town 

and 29% in 

Johannesburg 

(2006) 

87% in Cape 

Town and 92% 

in 

Johannesburg 

(2006) 

83% in Cape 

Town and 

76% in 

Johannesburg 

(2006) 

1.6 in Cape 

Town and 1.2 in 

Johannesburg 

(2006) 

5.7 

Tanzania No 

Range from 

28% to 86% 

(2006) 

Between 100 

and 110% 

(2005) 

60% to 80% 

(2005) 

Around 14 

(2005) 
2.93 

Uganda 

22 hours per 

day on 

average.  

31% (2007) 
Around 141%  

(2005) 

Around 90%  

(2006) 

Around 7 

(2007) 
4.52 

Zambia 

15 hours per 

day on 

average, 11 

in Lusaka 

48% on 

average and  

55% in 

Lusaka 

(2005) 

77% on 

average; 78% 

in Lusaka 

(2005) 

77% on 

average; 81% 

in Lusaka 

(2005) 

From 8 to 18, 

depending on 

provinces. 11 in 

Lusaka. (2005) 

4.25 

Source: OECD Investment Division (2007), based on local sources and Ib-net.  
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Unaccounted for water is very high in Sub-Saharan countries. In the extreme cases of Nigeria and 

Tanzania, up to 83 and 86 per cent of water is lost through leaks and thefts respectively. By contrast, 

Burkina Faso, Senegal and South Africa perform relatively well, with a level of unaccounted for water 

in line with high income economies (for reference, 15-20 percent is considered good practice in OECD 

countries). 

 

The operating cost coverage ratio represents total annual operational revenues divided by total annual 

operating costs. It measures the extent to which user fees with other direct contributions can meet 

service costs (in that case the costs of operations and minor maintenance) and contribute to financial 

sustainability of the sector. A ratio below 100 per cent implies that operating costs are not covered and 

therefore the water system is not financially sustainable. According to that criterium, there is cause for 

concern in Ethiopia, Nigeria, South Africa and Zambia where the operational revenues cover less than 

or around 80 per cent of the operating costs.  

 

The billing collection rate is another measure of the sustainability of the system. It represents the 

income as a percentage of the billed revenue. A low percentage may lead to a vicious circle of 

underfunding. As shown in Table 1, the situation is much contrasted in Africa. On the one hand, in 

Mali, Senegal and Uganda, more than 90 per cent of water bills are collected (up to 98 per cent in 

Senegal). On the other hand, in Kenya and Nigeria, the billing collection rate is as low as 53 and 43 

per cent respectively. The number of employees per 1000 connections is a crude indicator of labour 

productivity: the higher the ratio, the lower the productivity. Based on the available information, the 

number of employees per 1000 connections varies substantially across Africa. In Ghana and Nigeria, 

the situation is extreme, with a particularly high number of employees per thousand connections. 

 

In addition to these general performance indicators, useful indications of how the water systems work 

come from the World Bank Enterprise Surveys and the World Business Environment Survey in the 

form of the commercial perception of water services and of the average number of days per year that 

firms experience insufficient water supply for production (see graph 3). These indicators remind us 

that water is not only a domestic issue, but also affects businesses with strong consequences for 

investment. Based on these indicators, water services are recognized as being of particularly good 

quality in South Africa, while they are perceived as relatively poor in Kenya, Mauritania, Nigeria and 

Tanzania. On average, firms working in Sub-Saharan Africa experience insufficient water supply for 

more than 10 per cent of the year, which compares to less than 4 per cent of the year in Latin America 

and South Asia. The contrast is even greater with Europe and Central Asia and East Asia, where the 

percentage is lower than 2. Disparities among African countries are important: in Tanzania, Mauritania 

and Kenya the number of days per year that firms experience insufficient water supply for production 
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ranges from 85 to 104. By contrast, it is estimated at around 11 days per year in Burkina Faso and 

Senegal and around 5 in South Africa and Mali.  

 

Graph 3. Number of days per year that firms experience insufficient water supply for production 
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Source: World Bank Enterprise Surveys (2002-2006) 

 

At the current pace of progress and given the generally poor operational performance of water and 

sanitation provision, it is unlikely that most African countries will achieve the Millennium 

Development Goals by 2015. Table 2 shows for a selection of 9 African countries the estimated cost of 

reaching the MDGs and the assessment of their progress toward the MDGs, based on AfDB, EUWI, 

WSP and UNDP (2006). Of the 9 countries surveyed, only 4 of them are likely to fully meet the MDG 

water target, and just 2 for the sanitation target. Total investment needs to reach the MDGs in these 9 

countries are estimated at $884 million per year for water and at $655 million for sanitation. For 

reference, Official Development Assistance for water and sanitation to these countries stood at $347 

million in 2005. To meet these tremendous needs, many countries have sought the involvement of the 

private sector to develop their water and sanitation infrastructure. 
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Table 2. Financing needs (selected African countries) 

  
Burkina 

Faso 
Ghana Kenya Mauritania Mozambique Senegal 

South 

Africa 
Uganda Zambia 

Investment 

needs to 

reach the 

water-MDG 

$70m/yr 

(rural) 

$18m/yr 

(urban)  

(2006) 

$46m/yr 

(rural) 

$81m/yr 

(urban)  

(2005) 

$63m/yr 

(rural) 

$75m/yr 

(urban) 

(2006) 

$14.6m/yr 

(rural) 

$42.1m/yr 

(urban) 

(2006) 

$36m/yr 

(rural) 

$53m/yr 

(urban)  

(2006) 

$32.8m/yr 

(rural) 

$24m/yr 

(urban) 

(2004) 

219m/yr 

(2007) 

$73m/yr 

(rural) 

$20m/yr 

(urban) 

(2006) 

$17.2m/yr 

(rural)  

(2006) 

Investment 

needs to 

reach the 

sanitation-

MDG 

$16.60m/yr 

(rural) 

$11.65m/yr 

(urban) 

(2006) 

$25m/yr 

( rural) 

(2005) 

$34m/yr 

(rural) 

$65m/yr 

(urban) 

(2006) 

$1.9m/yr 

(rural) 

$6.7m/yr 

(urban) 

(2006) 

$3m/yr 

(rural) 

$17m/yr 

(urban) 

(2006) 

$22m/yr 

(rural) 

$45.7m/yr 

(urban) 

(2004) 

253m/yr 

(2007) 

$103m/yr 

(rural) 

$49m/yr 

(urban) 

(2006) 

$2.3m/yr 

(rural)  

(2006) 

Investment 

gap to reach 

the water-

MDG 

$57.99m/yr 

(rural)  

$15.45m/yr 

(urban) 

(2006) 

$2m/yr 

(rural) 

$45m/yr 

(urban) 

(2005) 

24m/yr 

(rural) 

Surplus 

of 

$10m/yr 

(urban) 

(2006) 

$1.7m/yr 

(rural) 

$10.6m/yr 

(urban) 

(2006) 

$12m/yr 

(rural) 

$3m/yr 

(urban) 

(2006) 

$22.7m/yr 

(rural) 

$14.5m/yr 

(urban) 

(2004) 

  

$23m/yr 

(rural) 

Surplus 

of 

$34m/yr 

(urban) 

(2006) 

$8.82m/yr 

(rural) 

(2006) 

Investment 

gap to reach 

the 

sanitation-

MDG 

$14.27m/yr 

(rural)  

$7.85m/yr 

(urban) 

(2006) 

$4m/yr 

(rural) 

(2005) 

Surplus 

of 

$2m/yr 

(rural) 

$45m/yr 

(urban) 

(2006) 

$0.4m/yr 

(rural) 

$2.5m/yr 

(urban) 

(2006) 

Surplus of 

$1m/yr 

(rural) 

Surplus of 

$17m/yr 

(urban) 

(2006) 

$17.4m/yr 

(rural) 

$20.9m/yr 

(urban) 

(2004) 

  

$25m/yr 

(rural) 

$9m/yr 

(urban) 

(2006) 

$0.8m/yr 

(rural) 

(2006) 

On track to 

water-

MDG? 

Yes in 

urban areas 

but not 

overall. 

No. 

Likely to 

be 

achieved 

No. No. 

Likely to 

be 

achieved. 

Yes, 

quasi 

universal 

service 

by 2008. 

Yes, very 

likely, 

but low 

initial 

target. 

No. 

On track to 

sanitation-

MDG? 

Yes in 

urban areas 

but not 

overall. 

No. No. No. No. No. 

Yes, but 

not the 

universal 

service 

target by 

2010. 

Yes, very 

likely, 

but the 

initial 

target 

was low. 

No. 

ODA for 

water 

$23.7m 

(2005) 

 $34.8m 

(2005) 

$45.1m 

(2005)  

$3.8m 

(2005)  

$64.1m 

(2005) 

$63.8m  

(2005) 

 $16.6m 

(2005) 

$45.5m 

(2005) 

$49.5m 

(2005) 

Public 

expenditures 

(% of GDP) 

    

 1%, incl. 

donor 

funded 

(expected 

in 

2006/07) 

      
 1% 

(2005/06) 

 0.6% 

(2005/06) 
 

Source: OECD Investment Division (2007), based on OECD DAC Credit Reporting System and AfDB, EUWI, 

WSP and UNDP (2006) ―Getting Africa on Track to Meet the MDGs on Water Supply and Sanitation‖. 
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The scope for private sector participation in water infrastructure 

 

The first involvement of an international water provider in Sub-Saharan Africa took place in Côte 

d‘Ivoire in 1960, (renewed in 1987). Guinea followed in 1989 with a ten year lease. The two 

experiences were relatively successful and led Senegal to adopt an innovative affermage contract. To 

date the Senegal 10 year contract remains a success, and it was further extended in 2006. In contrast, 

agreements in Gambia and Uganda were not as successful. The Gambian lease contract was terminated 

after two years of operations in 1995 and the Ugandan management contract was brought to an early 

termination in 2004. Other contracts were terminated early in the Central African Republic (Bangui), 

Kenya (Nairobi), Mali, South Africa (Nkonkobe) and Tanzania (Dar es Salaam). 

  

Since 1990, some 16 African countries have sought to involve the private sector in the development of 

their water infrastructure. Their activities are synthetised in Table 3. A wide range of contracts have 

been awarded: service contract, management contract, affermage, lease, concession and BOT. 

Nevertheless, contrary to the trends elsewhere (in Latin America and in Asia, for instance, where the 

concession model has been the main vector for private sector involvement), only two concession 

contracts have been signed so far, one of which was terminated early. BOT, shorter term contracts and 

lower-risk contracts (management/lease) are more common than elsewhere, reflecting the perception 

of high risk. The private sector has also been involved, as in the case of Windhoek, in the development 

of innovative technology for water provision. For instance, water scarcity led the authorities of 

Namibia to focus on water management and conservation. A programme was introduced to tackle 

water losses and Windhoek was one of the first cities in the world to introduce direct recycling of 

effluent for drinking purposes (see box).  

 

Finding innovative solutions to water scarcity: Water management programme & use of 

unconventional sources of additional water in the city of Windhoek  

The City of Windhoek signed a performance-based Private Management Agreement with Windhoek 

Goreangab Operating Company (WINGOC) in 2002.WINGOC has three shareholders: VeoliaWater, 

Berlinwasser International and WABAG. In an effort to ensure sustainability for water demand in a 

context of scarcity, the municipality of Windhoek introduced water-demand management in 1994.The 

strategy concentrates on changing consumer habits by increasing public awareness of the importance 

of saving water, and on the implementation of a block tariff system that applies a steeply rising water 

cost with increasing consumption. Some other measures include: the reduction of residential plot sizes; 

the implementation of legislation to address water conservation inWindhoek; and improved 

maintenance and technical measures to reduce leaks. In 2006, unaccounted for water was 10.3 per 

cent, a very good result compared to other municipalities. Windhoek was one of the first cities in the 

world to introduce direct recycling of effluent for drinking purposes. Purified effluent is also provided 

to consumers for landscape gardening. Extensive water-quality monitoring programmes are in place to 

ensure the required level of water quality after each treatment process, as well as the quality of the 

water finally supplied to the City of Windhoek.  

Source: AfDB/OECD African Economic Outlook 2007 
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However, private sector participation in water infrastructure cannot be reduced to contracts with 

international operators. Local private participation plays an increasingly important role in Sub-Saharan 

Africa. In a context where the progress of conventional public service provision has barely kept pace 

with rapid population growth and migration to urban areas, small-scale local actors have made up for 

the deficiencies in public service provision and have sometimes ended up accounting for most of water 

and sanitation service delivery. Their strong development also reflects their flexibility and their 

adaption to the diversity of demand. In Ghana, several independent operators manage small piped 

networks. In Mali, 25 independent suppliers operate water networks in Bamako. In Mozambique, 

about 200 independent providers operate small networks in Maputo and Matola. The activities of 

formal and informal small-scale private sector enterprises in the water service sector are also driving 

innovative institutional settings. In Uganda, 13 local private operators provide services under short-

term management contracts. In Mauritania, 356 management contracts have been awarded to 

independent operators in small towns (see box). 

 

Mauritania: the delegation of water service delivery in small cities 

Mauritania pioneered the delegation of water service delivery in small cities in the early 1990‘s. As a 

consequence, some 365 municipalities below 20,000 inhabitants are today delegating the management 

of the provision of water services to independent private providers. In 2000, the Association Nationale 

de l‘Eau Potable et de l‘Assainissement (ANEPA) was established as the authority responsible for 

delegating the contracts. Today it manages some 90 per cent of these management contracts. The 

system is working well and small businesses thrive in small municipalities, despite some 

shortcomings, notably in the institutional framework: ANEPA is de facto both the contractor and the 

regulator, which is a source of some obvious conflicts of interest. 

Source: Based on and as reported by Building Partnership for Development  
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  1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 

Burkina Faso 

           5-year service contract with ONEA. Extended 2 years   

            BOT for the Ziga station 

Several civil engineering firms (76 in 2004) work together with ONEA in drilling, work provision and the establishment of small networks. 

Central 

African 

Republic 

 15-year lease contract in Bangui. Terminated early.        

Republic of 

the Congo 
            

2-year 

management 

contract in 

Brazzaville. 

     

Gabon        20 year concession contract in Libreville, Port-Gentil and Franceville 

Ghana 

        
5-year management contracts in 2 small 

towns 
     

                

5-year management 

contract for water 

supply of Accra 

Several independent operators manage small piped networks 

Kenya 

     
3.5-year service contract for 

Malindi city 
          

         5-year management contract for Malindi city    

         

10 year water 

billing and 

revenue 

contract for 

Nairobi. 

(suspended) 

        

Mali 
          

20-year concession contracts with the 

national water and electricity operator.  

Terminated early. 

   

Several independent operators of networks in Bamako (25 currently) 

Table 3. Overview of private sector participation (selected African countries) 
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  1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 

Mauritania    
Since 1993, more than 300 management contracts have been awarded to independent operators in small towns  

(356 currently) 

Mozambique 

         15-year lease contract for Maputo and Matola 

         8-year management contract for Beira, Quelimane, Nampula, Pemba.  

Several independent operators of small networks in Maputo and Matola  (about 200 currently) 

Niger            10-year lease contract. 

Namibia            20-year lease contract in Windhoek. 

Senegal 

      10-year affermage contract in Dakar 
Extended for 

5 years 

A number of formal and informal private sector enterprises are active in Senegal‘s urban water services sector. Société Nationale 

des Eaux du Sénégal offers tenders for implementing different works. 

South Africa 

  25-year management contract in Queenstown and Stutterheim 

   10-year lease contract in Stutterheim       

     
10-year management contract in Nkonkobe. 

Cancelled. 
              

         20-year Build, own, and transfer in Durban. 

         30-year Rehabilitate, operate, and transfer contract in north Durban 

          30-year Build, rehabilitate, operate, and transfer in Nelspruit. 

           
5-year management contract in 

Johannesburg 
   

                

6-year management 

contract in Maluti-a-

Phofung local 

municipality area. 
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  1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 

Tanzania              

10-year lease contract 

for water supply of 

Dar es Salaam and 

Bagamoyo. Collapsed 

in 2005. 

   

Uganda 

        
3-year management 

contract in Kampala. 
        

            

2-year 

management 

contract in 

Kampala, not 

extended. 

     

Local private operators provide services under short term management contracts (currently 13 operators) 

Zambia 
           

4-year management contract 

in Nkana, Konkola, Nchanga, 

Mufulira and Luanshya 

    

Small-scale experience is very limited. 

 

Source: OECD Investment Division (2007). 

 



 

179 

 

Institutional set-ups governing water infrastructure 

 

Regulatory framework 

 

As underscored by the OECD Principles for Private sector Participation in Infrastructure, a well defined 

institutional environment is a key condition of success for private sector participation in water 

infrastructure. Over the last 10 years, one area where most countries have engaged substantially is the 

setting up of regulatory frameworks and most notably the establishment of a regulatory agency, with a role 

to examine and approve tariffs, monitor and enforce standards of performance and receive and investigate 

user‘s complaints. Table 4 synthetises the information on regulatory agencies in 13 African countries. 

Among these countries, 6 have not created independent regulatory agencies and regulate private sector 

involvement either by way of contract, or directly by the relevant Ministry. In the 7 remaining countries, 

experience with water regulatory agencies is relatively recent, with in 5 instances the establishment of the 

regulatory body since the beginning of this decade. Most of the newly developed regulatory agencies have 

been given legal and financial autonomy. However, their independence remains fragile because of 

important political interference. 

 

Regulation by an independent agency is not the only model of regulation. As a matter of fact, one of the 

most successful examples of private sector participation in water on the continent, the affermage contract 

in Senegal, is strictly regulated by contract. Establishing a regulatory agency mainly helps to clarify the 

different roles in water provision by disentangling the regulatory functions from the delegation functions 

and from operations. Delineation of responsibilities is much more difficult to achieve when all functions 

are kept under State responsibility. As summarized in the box below, Senegal managed to achieve this 

delineation through an appropriate design of the contract and a clear allocation of responsibilities across 

the three actors involved: 1) the State in charge of defining the sector policy, of the IWRM, the legal 

framework and approving tariffs, 2) SONES (Société nationale des Eaux du sénégal), the State company in 

charge of asset management (existing and new), securing financial resources, public awareness and control 

O&M quality and efficiency; and 3) SDE (Sénégalaise des Eaux), the private company in charge of 

operations and maintenance (with some obligations for asset renewal), for billing and revenue collection 

and for customer management. Appropriate risk allocation and monitoring mechanisms embedded in the 

contract have also been important elements of success.  
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Successful Public-Private Partnership in Urban Water Supply in Senegal 

The success of the public-private partnership is due to an appropriate institutional framework, suitable 

incentives and the major role of the government, which has inspired confidence in its partners. The private 

firm Sénégalaise des Eaux (SDE), owned by the French group SAUR, is upgrading the supply network 

under its contract, but also because increased water consumption means bigger profits. The stakeholders 

have also established a good dialogue, with contracts reviewed every six months by a committee that 

monitors SDE‘s performance. The review is based on 18 criteria spelled out in the contract between SDE 

and its public counterpart, the SociétéNationale des Eaux du Sénégal (Sones), which is responsible for 

investment plans and supervision of them. Achievement of each of the main targets is rewarded and failure 

incurs fines. This system has made SDE more efficient and the firm increased its customers by 69 per cent 

between 1996 and 2005, had a volume production/sale ratio of 80.5 per cent (68.2 in 1996), network 

efficiency of 80 per cent (the target is 85 per cent) and has had balanced accounts since 2003. The 

government has played a strong regulatory and coordination role and has kept its promises, notably by 

paying its own bills (making for SDE‘s 98.3 per cent bill collection rate). The necessary rate increases 

provided for in the SDE-Sones contract have also been made. 

Source: AfDB/OECD African Economic Outlook 2007 

 

Table 4. Regulatory agencies in selected African countries 

  
Presence of regulatory 

agency 
Activities Independence  

Date of 

creation 

Burkina Faso No 

Ethiopia No 

Ghana 

Multi-sector utility regulator 

(Public Utilities Regulatory 

Commission, PURC). It 

operates along the State 

Enterprise Commission 

(SEC), responsible for 

regulating the national water 

company (GWCL) through 

performance contracts. 

- Provides guidelines for rates 

- Examines and approves water 

rates 

- Monitors and enforces 

standards of performance 

- Receives, investigates 

complaints and settles disputes 

between consumers and utilities,  

- Monitors quality standards 

Yes 

PURC: 

1997, SEC: 

1989.  

Kenya 
The Water Services 

Regulatory Board (WSRB). 

- Oversees water services 

provision and licenses 7 Water 

Service Boards in charge of 

contracting and supervising 

water providers 

 Yes, but fragile. 

Created in 

2002, 

operational 

in 2004. 

Mali 

Commission de Regulation 

de l'Eau et de l'Energie 

(CREE) 

- Promotes and organises 

competition in the sector,  

- Sets tariffs. 

Legal constituted 

body and 

financial 

independence 

2000 

Mauritania 

The Autorité de Régulation 

Multisectorielle and the 

Agence Nationale d‘Eau 

Potable et d‘Assainissement 

(ANEPA) for regulation of 

contracts with small water 

suppliers. 

ANEPA both delegates and 

regulates 

Yes for the 

"Autorité de 

Régulation 

Multisectorielle", 

conflict of 

interest for 

ANEPA 

2001 
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Mozambique 

The Water Regulatory 

Council (CRA) is 

responsible for economic 

and other regulation of 

water systems that are under 

delegated management. 

Regulates only the areas under 

private management.  
Yes 1998 

Nigeria 

Not yet, states and local governments are responsible for provision of water services, while the 

federal government has jurisdiction over shared water resources. Currently there is no 

independent regulation of water service delivery. However, the creation of a National Water 

Commission - independent regulator for water supply and resources management - is envisaged.  

Senegal No. Regulation by contract. 

South Africa No, regulatory functions undertaken by the Department of Water Affairs and Forestry (DWAF). 

Tanzania 

Yes, Energy and Water 

Utilities Regulatory 

Authorities (EWURA) 

- Reviewing and setting rates and 

charges 

- Benchmarking standards  

- Procurements for major 

projects 

- Heath, safety and 

environmental issues 

Yes 2001 

Uganda No, regulation through performance contracts with the public utility.  

Zambia 

Yes, the National Water 

Supply and Sanitation 

Council (NWASCO). 

- Advises government & local 

authorities 

- Licenses providers 

- Establishes and enforces 

standards  

- Monitors performance of 

providers  

- Disseminates information to 

consumers 

Yes 

Created in 

1997. 

Started 

operations 

in 2001. 

Source: OECD Investment Division (2007), Water Database. 

 

Corporatisation, decentralization and Integrated Water Resources Management 

 

The three other main institutional reforms undertaken by African countries over the last ten years are 

related to corporatisation, decentralisation and integrated water resources management. Corporatisation of 

local operators and decentralisation may contribute both to reducing political interference and to increasing 

economic efficiency of water utilities. Establishing legal and financial independence of water operators is 

likely to reduce administrative burdens and possibly political intervention. It may also contribute to greater 

transparency of costs and financial flows, as well as to greater competition among water operators, be they 

public or private. Administrative burdens can also be moderated by decentralising water policy to regions, 

as they may be able to evaluate needs more precisely.  
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Table 5 summarizes corporatisation and decentralisation policies in 12 African countries. In most countries, 

local operators have been corporatised. However, in Kenya, Nigeria and Tanzania, corporatised public 

operators are still characterised by limited independence. Decentralisation has also been adopted by most 

of the countries surveyed, albeit with various levels of implementation. In most countries, water policy 

remains de facto centralized, or only partially decentralized. In any case, decentralisation was rarely 

followed by devolution of financial means. 

 

Table 5. Corporatisation, decentralisation and Integrated Water Resources Management in selected 

African countries 

  Corporatisation of local operators 
Centralisation versus 

decentralisation 

Integrated Water Resources 

Management 

Burkina Faso 

Yes, one national operator ONEA, 

a limited liability company 

(Société d'Etat) with legal 

autonomy. 

The ―Guiding Texts for 

Decentralization‖, (Textes 

d'Orientation de la 

Décentralisation) published in 

1998 stipulate that the 

municipalities are the new entities 

responsible for water and 

sanitation at local level. However, 

the technical and juridical 

mechanism that transfers this 

responsibility is not yet in place. 

The IWRM principles are 

part of the main policy and 

legal framework. The 

country put in place IWRM 

action plans in 2003. 

Ethiopia 

Yes, The Addis Ababa Water and 

Sewerage Authority (AAWSA) 

was established as an autonomous 

body in 1971. 

  

In the process of preparing 

national strategies but 

requiring further work. 

Ghana 

Yes, Ghana Water Company 

Limited (GWCL) established in 

1999. 

  

In the process of preparing 

national strategies but 

requiring further work. 

Kenya 
Yes, but lack of real 

independence. 

Service provision has been 

recently devolved down to 

regional Water Services Boards 

(WSBs) 

In the process of preparing 

national strategies but 

requiring further work. 

Mauritania   Decentralized 

In the process of preparing 

national strategies but 

requiring further work. 

Mozambique No? 

The government intends to 

withdraw from direct 

implementation of services and  to 

decentralize operational water 

resources management to 

autonomous catchment authorities 

which will become financially self 

sufficient.  

In the process of preparing 

national strategies but 

requiring further work. 

Nigeria 
Yes, but lack of real 

independence. 

Decentralized. Water supply is a 

state responsibility in Nigeria and 

each of the 36 states and the 

Federal Capital Territory has 

created a State Water Board to 

exercise its authority. The State 

Water Boards are vested with the 

In the process of preparing 

national strategies but 

requiring further work. 
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duty to provide service in both 

urban and semi-urban areas. 

Senegal 

Creation of an asset holding 

company, the Société Nationale 

des Eaux du Sénégal (SONES), in 

1995. 

Centralized 

In the process of preparing 

national strategies but 

requiring further work. 

South Africa Yes 
Decentralisation is not fully 

achieved yet. 

The IWRM principles are 

part of the main policy and 

legal framework. The 

country put in place IWRM 

action plans in 2004. 

Tanzania 

Under the Water Works Order of 

1998, 19 Urban Water and 

Sewerage Authorities were 

established as ―autonomous‖ 

bodies. Currently, they are 

functional but challenged by usual 

deficiencies. 

The Public Service (2000) and 

Local Government Reform 

Programs (1998) have 

transformed local governments 

into multi-sectoral units with legal 

status and responsibility for social 

development and public services 

provision, including water supply. 

In the process of preparing 

national strategies but 

requiring further work. 

Uganda Yes 

Centralized planning. 

Management of water services is 

responsibility of town councils, 

supported by the Directorate of 

water Development (part of 

Ministry of Water Lands and 

Environment) 

The IWRM principles are 

part of the main policy and 

legal framework. The 

country put in place IWRM 

action plans in 1995. 

Zambia 
Yes, establishment of 10 

commercial utilities in 2000. 

Transfer of water and sanitation 

services to local authorities in 

1997 via the Water Supply and 

Sanitation Act. 

In the process of preparing 

national strategies but 

requiring further work. 

 Source: OECD Investment Division (2007). 

 

The scarcity of water combined with its uneven distribution and its competing uses, its externalities on 

health, education and the environment all call for a holistic approach. The need for a comprehensive and 

integrated approach has long been recognised and the principles of a holistic approach to water were 

established in 1992 at the International Conference on Water and the Environment in Dublin and at the 

United Nations Conference on Environment and Development held in Rio de Janeiro. In 2002, the plan of 

implementation of the Johannesburg World Summit on Sustainable Development aimed at stimulating the 

adoption of IWRM by calling all countries to develop integrated water resources management and water 

efficiency plans by 2005. IWRM is today largely attempted, but with various levels of understanding. In 

Africa, 5 countries are highlighted by the GWP as good performers: Burkina, Namibia, South Africa, 

Uganda and Zimbabwe.  
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In all five countries, the IWRM principles are part of the main policy and legal framework. In addition, 

these principles are also covered in the various official planning and development programmes related to 

poverty reduction (PRSP for instance), agriculture, energy and environment. Four out of the five countries 

have put in place IWRM action plans: Burkina in 2003, South Africa in 2004, Uganda in 1995 and 

Zimbabwe in 2001. Namibia is implementing the water policy through various programmes and basin 

committees. All countries are characterized by strong participation of all stakeholders from ministries to 

NGOs and strong leadership at national level (usually by the main ministry in charge: the Department of 

Water Affairs and Forestry in South Africa, the Water Resources Management Department in Uganda, the 

Ministry for Water Resources and Infrastructure Development in Zimbabwe).  

 

The importance of a coherent strategic approach to the sector requires mechanisms to channel the 

contributions of the different actors, especially since responsibility for water and sanitation is split among 

different government ministries and public agencies. In that respect, the experience with a Sector Wide 

Approach to Planning (SWAP) in Uganda of bridging the segmentation of the sector and harmonising the 

different interventions has been positive. Another potential fruitful political innovation in that direction is 

the newly established steering committee across the different ministries in charge of water in Ethiopia. 

Different Actors through SWAP, the Case of Uganda 

The Sector Wide Approach to Planning (SWAP) in Uganda 

In order to co-ordinate the participation of all stakeholders in the water and sanitation sector, Uganda 

adopted a Sector Wide Approach to Planning (SWAP) for the Water and Sanitation Sector in September 

2002. SWAP is a mechanism whereby Government and development partners support a single policy and 

expenditure programme using a common approach. The SWAP mechanism has resulted in a harmonised 

sector-planning framework in which duplication of efforts by different stakeholders has been minimised. 

Source: AfDB/OECD African Economic Outlook 2007 
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 Annex A. An evidence base of country experiences in the water and sanitation sector 
 

In order to support the conceptual work on private sector participation to water and sanitation 

infrastructure, a systematic review of country experiences is being carried out based on a common 

framework. The database involves some 30 to 35 countries in Africa, Latin America and Asia/ Pacific in 7 

"dimensions" of key importance for private sector involvement in the water and sanitation sector, such as 

access rates, institutional setting and pricing policies. 

 

Tentative list of countries: 

BRICS  Africa       Asia & Pacific  Latin America   MENA 

Brazil   Burkina Faso     Bangladesh  Argentina  Algeria 

Russia  Ghana      Cambodia  Bolivia   Egypt 

India  Kenya      Indonesia  Chile   Jordan 

China  Mauritania     Malaysia  Colombia  Morocco 

South Africa Mozambique     Nepal  Honduras  Tunisia 

  Senegal      Philippines  Mexico  

  Tanzania     Singapore  Peru 

           Uganda      Thailand 

              Zambia 
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Tentative list of indicators 

Indicators Sub-Indicators 

1. Demography Population growth 2005-2015 

  Urban population growth 2005-2015 

  Total Population in 2005 

  Total Population in 2015 

  Population density (pop/km²) 2005 

  Population density (pop/km²) 2015 

  Urban population  in 2005 

  Urban population  in 2015 

2. Economic and 
business environment 

Elements of business environment 
Informal economy estimate (% GNP) 
Corruption levels 

3. Water resources Water scarcity (Total renewable freshwater per capita in m3/inhab/yr)  

  Over withdrawal (Total water withdrawal as percentage of total renewable 
water resources) 

  Foreign dependency ratio (percentage of total renewable water resources 
originating outside the country) 

4. Water uses Agriculture, Domestic and Industry withdrawal 

5. Access to water and 
sanitation 

Improved Drinking Water Coverage in Urban Areas (Total) in 1990 and 
2004 
Improved Drinking Water Coverage in Urban Areas (Household Connection) 
in 1990 and 2004 

  Improved Drinking Water Coverage in Rural Areas (Total) in 1990 and 2004 

  Improved Drinking Water Coverage in Rural Areas (Household Connection) 
in 1990 and 2004 

  On track to water-MDG? 

  Improved Sanitation Coverage in Urban Areas in 1990 and 2004 

  Improved Sanitation Coverage in Rural Areas in 1990 and 2004 

  On track to sanitation-MDG? 

6. Water management Percentage of wastewater treated 

  Average domestic consumption of water in m3/inhab/yr 

  Continuous water supply 

  Average hours of access to tap water (hours/day) 

  Estimate of unaccounted for water/non revenue water 

  Operating cost coverage ratio 

  Billing collection rate 

  Staff per 1000 connections 

  %customers satisfied 
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7. Pricing policy Geographical tariff setting 

  Progressive tariff structure 

  Domestic drinking water tariff in US $ per m3 (based on 15 m3 consumption 
per month) 

  Domestic drinking water tariff in US $ per m3 (Lowest block) 

  Domestic drinking water tariff in US $ per m3 (Highest block) 

  Domestic wastewater tariff in US $ per m3 (based on 15 m3 consumption 
per month) 

  Affordability: Average annual expenditure on water as % of GDP per head 
(average domestic consumption per capita * price of water / GDP per 
capita)  

  Sustainable level 

  Metering practice 

8. Water institutional & 
policy framework 

Elements of institutional and policy framework 
Presence of regulatory agency 

  Independence of the regulatory agency 

  Activities (monitoring quality, roll out and consumers complaints?) 

  Year of introduction 

  Dispute resolution mechanisms 

  Corporatization of local operators 

   Basin Organizations 

  Centralization versus decentralization 

  Level of decentralization 

  Degree of devolution of means and responsibilities 

9.Private sector 
participation  

Presence of private operators 
% of population served by the private sector for drinking water 

  % of population served by the private sector for sanitation services 

  Location, sector, type of contract. 

  Year of introduction of private sector participation 

  Past disputes  

10. Future of private 
sector participation 

Population perception / civil society activity 
Expected development of private sector participation in water supply 

  Expected development of private sector participation in sanitation  

11. Investment needs Public expenditure in water and sanitation (% of GDP) 

  Unit cost water and sanitation 

  Investment needs to reach the MDGs (water and sanitation) 

  Investments gap (water and sanitation MDG) 

12. Available financing 
tools 

Depth of financial system (private credit / GDP) 
ODA to water and sanitation 

  FDI to water and sanitation 

  Financing mechanisms used in WSS 
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I. Background 

 

Many African governments favour a robust investment climate. Within the context of the African 

Peer Review Mechanism (APRM), the APR Secretariat is working on improving the investment-

climate content of Africa‘s own peer review mechanism. African countries are also looking for 

more comparisons of investment climate assessment, country reform agendas and their impact in 

specific sectors.
42

 

 

II. Objectives and expected outputs 
 

This roundtable builds on these areas. Its overall aim is to develop policy capacity building tools 

that will help NEPAD countries improve the investment related content of Africa‘s peer review 

process (APRM) and to support implementation of investment climate reform policies, with a 

specific focus on the investment environment conditions conducive to attracting investment for 

development in the water and sanitation sector. 

 

Expected outputs from the Roundtable will include: 

 

 A set of tested guidelines on how to complete the investment climate content of the APRM 

Self-Assessment questionnaire that is available to NEPAD countries, in order to support 

and strengthen their capacity to implement investment climate reform;  

 Concrete suggestions on how to improve the investment climate content of the APRM; 

 The development of local capacity to develop the investment climate content of a National 

Programme of Action (NPoA) and to mobilise the resources needed to apply and follow up 

on the NPoA; 

 A first draft of guidelines, taking advantage of the new OECD Principles for Private 

Sector Participation in Infrastructure for the water and sanitation sector derived from the 

experience of African countries, in order to foster the mobilisation of additional and 

beneficial private sector involvement.  

                                                           
42

 These were the main conclusions and outcomes from the previous NEPAD-OECD Africa Investment Initiative 

Roundtable, held in Brazzaville, Republic of Congo, in December 2006. See www.oecd.org/daf/investment/africa.  

http://www.oecd.org/daf/investment/africa


 

195 

 

AGENDA 

NEPAD-OECD AFRICA INVESTMENT INITIATIVE 

REGIONAL ROUNDTABLE 

DAY 1: MAKING THE MOST OF THE APRM PROCESS FOR INVESTMENT 

CLIMATE REFORM 

09:00 – 09:30 Registration of participants 

09:30 – 10:00 

 

Welcome remarks: 

 Prof Firmino Mucavele, Executive Head of NEPAD  

 Bernard Kouassi, Executive Director, APR Secretariat  

 Mario Amano, Deputy Secretary General of the OECD 

10:00 – 10:30 Keynote address on the Zambia Investment Climate: 

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

Republic of Zambia 

10:30 – 11:00 Tea and Coffee  

SESSION 1: THE APRM AND THE INVESTMENT CLIMATE: THE CHALLENGES 

This session considers the investment climate content of the APRM process, both in terms of the Self-

Assessment and National Programme of Action phases, as well as the follow-up period, so as to build 

on and learn from the early experiences of African countries. It is also intended to provide African 

countries in the APRM process an understanding of the principles and practices of Official 

Development Assistance for investment climate reform.  

11:00 – 13:00 Chair:  

 Ambassador Bethuel Kiplagat, Member of the APR Panel of Eminent Persons  

11:00 – 12:30 Presentation: Overview of the challenges related to the investment climate content 

of the APRM 

 Kojo Busia, APRM Support Unit, UNECA 

Respondents: 

 Afeikhena Jerome, Coordinator, Economic Governance and Management, APR 

Secretariat 

 Panel discussion bringing together the African countries advanced in the APRM 

process to share their experience relating to the investment climate content of 

the APRM: Francis Appiah (Ghana), Edward Kasumba (Rwanda), Grace A 

Ongile (Kenya) and Fatima Karadja (Algeria). 

 Panel discussion bringing together representative(s) from the G8 and donor 

community to examine how donors can support African countries in the APRM 

process: Ken Kwaku (ICF), Nigel Twose (World Bank), Ronald Meyer (BMZ), 

Hugh Scott (DFID), Shiro Nabeya (JICA) and David Batt (APF Support Unit). 

12:30 – 13:00 Open discussion 

13:00 – 15:00 Lunch* 

* The NEPAD-OECD Africa Investment Initiative Steering Group will hold its meeting during the lunch break. 
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SESSION 2: BUILDING CAPACITY FOR THE APRM SELF-ASSESSMENT PHASE 

IN THE INVESTMENT CLIMATE AREA 

The Self-Assessment phase of the APRM is based on a questionnaire covering 25 objectives, with 58 

questions and 183 indicators. The purpose of this session is to build and improve African country 

capacity in the Self-Assessment phase of the APRM by providing and testing guidance on how to 

complete the investment related questions through the development and use of the PFI, an investment 

climate diagnostic tool. 

15:00 – 18:00 Chair: 

 Nambi Chilemo, Associate Director, African Investment Advisory  

15:00 – 16:00 Presentation: Overview of draft PFI Users‟ Toolkit 

 Jonathan Coppel, Investment Division, OECD 

Respondent: 

 Chungu Mwila, COMESA, Director for Investment Promotion and Private 

Sector Development  

16:00 – 16:30 Tea and Coffee 

16:30 – 17:30 Presentation: Testing the draft PFI Users‟ Toolkit guidance to Zambia for the Self 

Assessment phase of the APRM process  

 Francis Chigunta, Academic and  consultant, Zambia and Anne Chime Zulu, 

CUTS, Zambia 

Respondent:  

 Likolo Ndalamei, Deputy Cabinet Secretary in charge of Economics and 

Finance, Cabinet Office, Zambia  

17:30 – 18:00 Open discussion 

 

* At the end of Day 1of the Roundtable, a cocktail with Zambian cultural entertainment followed by a dinner will be 

offered. It will take place in the Mulungushi venue. 
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DAY 2: WHAT REGULATORY ENVIRONMENT FOR BENEFICIAL PRIVATE 

SECTOR PARTICIPATION IN THE WATER AND SANITATION SECTOR  

Sub-Saharan Africa has the lowest drinking water and sanitation coverage in the world, and estimates 

of the level of investment needed to improve coverage, equivalent to US $ 20 billion per annum over 

the next two decades are more than double current levels of investment spending. While a range of 

financial sources can be tapped to fund higher capital spending (e.g. public revenues, ODA and private 

finance), these have not proved forthcoming, with water and sanitation the infrastructure sector least 

attractive to private investors. 

This day of the roundtable aims to identify the factors that are holding back investment in African 

country‘s water and sanitation sector. Drawing on the OECD Principles for Private Sector 

Participation in Infrastructure
43

 - a new policy tool to encourage private investment flows into major 

projects - it seeks to establish how guidelines can be used in an African country context and tailored to 

the specificities of the water and sanitation sector, in order to foster the mobilisation of additional 

investment for the benefit of society.  

SESSION 1: THE PRIVATE PROVISION OF WATER AND SANITATION 

INFRASTRUCTURE SERVICES IN AFRICA: WHERE DO WE STAND?  

The purpose of this session is to share best practices on addressing investment bottlenecks learned from 

past experiences and to take stock of the specific investment environment conditions conducive to 

private sector involvement, both domestic and foreign in the water and sanitation sector in African 

countries.  

The session will address the following questions: 

 What have been the strengths and weaknesses of past experiences of private sector 

involvement in water and sanitation infrastructure development? 

 What have been the key developments in the nature of the co-operation between the private 

and the public sector in developing water and sanitation infrastructure? 

 What guidance can be given on the respective roles of the private sector and government 

agencies, and on the mechanisms to ensure successful partnerships for the benefit of all?  

08:30 – 09:30 Chair: 

 Pierre Poret, Head of the OECD Investment Division  

08:30 – 09:10 Presentation: African country experiences and lessons with private sector 

involvement in water and sanitation infrastructure. 

 Céline Kauffmann, Investment Division, OECD and Edouard Perard, consultant  

09:10 – 09:30 Open discussion 

SESSION 2: APPLYING THE PRINCIPLES TO THE WATER AND SANITATION 

SECTOR  

High capital intensity, large initial outlays, long pay-back periods, immobility of assets and low rates of 

return, which characterise water infrastructure investments generate high risks, especially when in a 

context of poor initial information and a weak investment environment. These features limit the scale 

of private investment in water and sanitation infrastructure.  

The two panel discussions will build on the OECD Principles for Private Sector Participation in 

Infrastructure to identify the specific investment environment conditions and governance arrangements 

conducive to beneficial private sector involvement in the water and sanitation sector. 

                                                           
43

 The text of the Principles is available at: www.oecd.org/daf/investment/instruments.  

http://www.oecd.org/daf/investment/instruments
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PANEL DISCUSSION A: SETTING THE INSTITUTIONAL AND REGULATORY 

FRAMEWORK TO MAKE CO-OPERATION WORK 

This panel discussion aims to translate in detail the three sets of challenges defined by the Principles as 

I) ensuring an enabling environment, II) developing the capacities and consensus, and III) establishing 

a conducive working relationship into operational guidance for use by the relevant stakeholders in the 

water and sanitation sector. 

The discussion will address the following questions: 

 What is required to enhance the enabling institutional environment in order to facilitate the 

participation of the private sector in the water and sanitation sector? 

 How to build capacity and consensus at all levels to achieve common objectives? 

 What does good and effective co-operation between the public and private sector involve?  

09:30 – 11:30 Facilitator: 

 Céline Kauffmann, OECD Investment Division 

09:30 – 11:00 Panel discussion bringing together experts from the water and sanitation sector, 

including Winfred Kalebu (Chairperson, Association of Private Water Operators of 

Uganda), Jack Moss (Senior Water Advisor, AquaFed and chair of the BIAC Water 

group), El Iza Mohammedou (African Forum for Utility Regulators), Kelvin 

Chitumbo (NWASCO), Ahmed Ould Mohamed Ould Moctar (ARE, Mauritania), 

Cheikh Fall (Director of Patrimony and Development Control, SONES, Senegal), 

Urooj Amjad (Building Partnership for Development) and Warren Nyamugasira 

(Chairman of the Uganda Water and Sanitation Dialogues and of the Uganda NGO 

Forum).  

11:00 – 11:30 Open discussion 

11:30 – 11:45 Tea and Coffee 

PANEL DISCUSSION B: ENCOURAGING RESPONSIBLE BUSINESS CONDUCT 

Access to safe drinking water is a basic human need and a source of significant positive externalities, 

notably for public health.  In the face of tremendous infrastructure needs, the partnership between the 

State and the private sector should involve setting the right environment, but also good faith and 

committed participation from private operators. This break-out session aims to identify the key 

elements of responsible business conduct in the water and sanitation sector. 

The break-out session will address the following questions: 

 What are the key elements of responsible business conduct in the water and sanitation sector? 

 How can private sector participants better align their actions with public authority poverty 

reduction objectives? 

 How can the private sector better interact with the general public, notably consumers and 

communities, to promote mutual understanding and better outcomes? 

11:45 – 13:30 Facilitator: 

 Pierre Poret, Head of the OECD Investment Division 

11:45 – 13:00 Panel discussion bringing together experts the water and sanitation sector (see 

above). 

13:00 – 13:30 Open discussion 

13:30 – 15:00 Lunch 
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SESSION 3: DEVELOPING THE UPTAKE OF FINANCIAL RISK MITIGATION 

INNOVATIONS: WHAT ROLE FOR DONORS?  

Strengthening the overall investment environment takes time. However, innovations, notably in the 

finance area, can help to mitigate risks in the context of an imperfect investment climate. For instance, 

new developments in investment guarantees and risk mitigation mechanisms make sub-sovereign 

financing a viable option, and are helping to attract investment and mobilise private sector resources in 

the water and sanitation sector. 

The session will address the following questions: 

 What can be drawn from past experiences with the use of these instruments in African country 

contexts? 

 How can they be further developed, notably drawing on other developing regions experiences? 

 What can donors do to support the development and adoption of risk management practices 

suited to the specificities of the sector in African countries?  

 How to mobilise the appropriate development and use of investment guarantee and risk 

mitigation mechanisms to attract investment in the water and sanitation sector? 

15:00 – 16:30 Chair: 

 Amani Abou-Zeid, Lead Expert, Office of the Vice President: Infrastructure, 

Private Sector & Regional Integration, African Development Bank 

15:00 – 16:00 Presentation: What role do investment guarantees and risk mitigation mechanisms 

play in an imperfect investment climate? 

 Jim Winpenny, author of the Camdessus Panel report and of the OECD study on 

Guaranteeing Development? The Impact of Financial Guarantees. 

Respondents:  

 Attie Van Zyl, Chief Executive Officer, INCA  

 Joel Kolker, Regional Programme Leader, PPIAF 

 Barbara Kazimbaya-Senkwe, Country Representative for Zambia, WSP 

16:00 – 16:30 Open discussion 

CONCLUDING SESSION: SUMMARY, NEXT STEPS AND CLOSING REMARKS  

16:30 – 17:30  A representative from NEPAD and OECD to synthesise the roundtable‘s 

conclusions from the 2 days discussions, put forward options on how to 

implement the conclusions and recommendations and outline the next stage of 

the NEPAD-OECD Africa Investment Initiative 

 Closing remarks by the host country 
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5th Estate Road, Kanda, Accra, Ghana 

 

 Mr. Robert AHOMKA-LINDSAY 

Chief Executive Officer 

Ghana Investment Promotion Centre 

PO Box M193 Accra, Ghana 

  

Kenya 

 

 

Ambassador Bethuel KIPLAGAT 

Eminent Person, APRM Panel  

P.O.Box 76621, Nairobi, Kenya 

 

 

 
Dr. Grace Atieno ONGILE 

Chief Executive Officer 

NEPAD Kenya Secretariat 

Laison House, 4th Floor, State House Avenue 

P.O. Box 46270, 00100, City Square, Nairobi, Kenya 

 

 

 
Mr. James NJUGUNA MUGO 

Policy Advocacy Manager 

Kenya Investment Authority (KIA) 

PO Box 55704, National Bank Building, Harambee Avenue, 00200 Nairobi 

Kenya 

 

 

 
Mr. Patrick OWUORI 

Service Planning Engineer 

Athi Water Services Board (AWSB) 

Box 45283 00100 Nairobi, Kenya 

 

Mauritania 

 

 

M. Ahmed Ould Mohamed Ould MOCTAR 

Membre du Conseil National de Régulation 

Autorité de Régulation 

BP 4908, Nouakchott, Mauritanie 

 

Mozambique 

 

 

Mr. Horacio DOMBO 

Head of Free Zones & Special Projects Division 

Centro de Promocão de Investimentos (CPI) / Investment Promotion Centre  

Rua da Imprensa no. 332 R/C, Maputo, Mozambique 
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Rwanda 

 

 

Mr. Edward KASUMBA 

Expert on Corporate Governance & Economic Management 

NEPAD Secretariat Rwanda 

NEPAD Secretariat, Office of the President 

P.O. Box 15, Kigali, Rwanda 

 

Senegal 

 

 

M. Cheikh FALL 

Director of Patrimony and Development Control 

Société Nationale des Eaux du Sénégal (SONES) 

Sénégal 

 

South Africa 

 

 

Ms. Bharti DAYA 

Deputy Director: NEPAD 

International Trade & Economic Development (ITED) 

Department of Trade & Industry 

Block B, 3rd Floor77 Meintjies Street, Sunnyside, South Africa 

 

 

 
Ms. Zandile Mandisa Shirley MTETWA 

Assistant Director: NEPAD 

International Trade & Economic Development (ITED) 

Department of Trade & Industry 

Block B, 3rd Floor77 Meintjies Street, Sunnyside, South Africa 

 

Sudan 

 

 

Dr. Alalla Abdelrazig ALALLA 

Executive Secretariat, NEPAD National Secretariat 

(Head, Department of Economics, Al Zaiem Al Azhari University) 

Nile Street Kuwaiti Building, 3rd Tower, 7 Floor, Apartment 2, Khartoum, Sudan 

 

Uganda 

 

 

The Honourable Prof. Semakula KIWANUKA 

Minister of State for Finance, Planning & Economic Planning (Investment) 

Ministry of Finance, Planning & Economic Development 

Finance Headquarters Building, Plot 2-12 Apollo Kaggwa Rd., PO Box 8147 

Kampala, Uganda 

 

 

 
Mr. Ronald NYAKANA 

Monitoring Officer 

Water Authorities Division, Directorate of Water Development 

Ministry of Water and Environment 

P.o.Box 20026, Kampala, Uganda 

 

 

 
Ms. Julia KAMARA 

Directorate of Water Development 

Ministry of Water and Environment 

P.o.Box 20026, Kampala, Uganda 

 

 

 

2.  REPUBLIC OF ZAMBIA 

 

Ministry of Commerce, 

Trade and Industry  

 

The Honourable Felix MUTATI, MP 

Minister for Commerce, Trade and Industry 

Ministry of Commerce, Trade and Industry 

PO Box 31968, New Government Complex, Nasser Road, Lusaka, Zambia 

 

 

 
Mr. Siazongo D. SIAKALENGE 

Director - Industry  

Ministry of Commerce, Trade and Industry 

PO Box 31968, New Government Complex, Nasser Road, Lusaka, Zambia 
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Mr. John MULONGOTI 

Acting Chief Economist, Department of Industry 

Ministry of Commerce, Trade and Industry 

PO Box 31968, New Government Complex, Nasser Road, Lusaka, Zambia 

 

 

 
B. KUNDA 

Assistant Director 

Ministry of Commerce, Trade and Industry 

PO Box 31968, New Government Complex, Nasser Road, Lusaka, Zambia 

 

 

 
Juliet CHIFUNDA 

Acting Chief 

Ministry of Commerce, Trade and Industry 

PO Box 31968, New Government Complex, Nasser Road, Lusaka, Zambia 

 

 

 
C. S. CHILESHE 

TIPO 

Ministry of Commerce, Trade and Industry 

PO Box 31968, New Government Complex, Nasser Road, Lusaka, Zambia 

 

 

 
Mr. Chris SIMUKONDA 

Ministry of Commerce, Trade and Industry 

PO Box 31968, New Government Complex, Nasser Road, Lusaka, Zambia 

 

 

 
Mr. Joseph SIMUMBA 

Ministry of Commerce, Trade and Industry 

PO Box 31968, New Government Complex, Nasser Road, Lusaka, Zambia 

 

 

 
Mr. Chola MUSONDA 

Economist, Department of Industry  

Ministry of Commerce, Trade and Industry 

PO Box 31968, New Government Complex, Nasser Road, Lusaka, Zambia 

 

 

 
Mr. Warren MUDENDA 

Department of Planning and Information 

Ministry of Commerce, Trade and Industry 

PO Box 31968, New Government Complex, Nasser Road, Lusaka, Zambia 

 

 

 
Ms. Lilian HAFWITI 

Ministry of Commerce, Trade and Industry 

PO Box 31968, New Government Complex, Nasser Road, Lusaka, Zambia 

 

 

 
Mr. John PHIRI 

Ministry of Commerce, Trade and Industry 

PO Box 31968, New Government Complex, Nasser Road, Lusaka, Zambia 

 

 

 
Mr. Alex MABUKU 

Ministry of Commerce, Trade and Industry 

PO Box 31968, New Government Complex, Nasser Road, Lusaka, Zambia 

 

 

 
Mr. Mwala SIANGA 

Ministry of Commerce, Trade and Industry 

PO Box 31968, New Government Complex, Nasser Road, Lusaka, Zambia 

 

 

 
Ms. Banji NG’ANDU 

Ministry of Commerce, Trade and Industry 

PO Box 31968, New Government Complex, Nasser Road, Lusaka, Zambia 
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Ms. Ethel SICHULA 

Ministry of Commerce, Trade and Industry 

PO Box 31968, New Government Complex, Nasser Road, Lusaka, Zambia 

 

 

 
Ms. Joan CHILUBI 

Ministry of Commerce, Trade and Industry 

PO Box 31968, New Government Complex, Nasser Road, Lusaka, Zambia 

 

 

 
Mr. Philip HAMUKOMA 

Ministry of Commerce, Trade and Industry 

PO Box 31968, New Government Complex, Nasser Road, Lusaka, Zambia 

 

 

 
Mr. Aaron PHILI 

Ministry of Commerce, Trade and Industry 

PO Box 31968, New Government Complex, Nasser Road, Lusaka, Zambia 

 

Cabinet Office 

 
Mr. Likolo NDALAMEI 

Deputy Cabinet Secretary (in charge of Economics and Finance) 

Cabinet Office 

P O Box 30208, Lusaka, Zambia 

 

 Mr. Edwin MULONGA 

Cabinet Office 

P O Box 30208, Lusaka, Zambia 

 

 Mr. Antonio MWEENE 

Cabinet Office 

P O Box 30208, Lusaka, Zambia 

 

 Ockley MANJONI 

Cabinet Office 

P O Box 30208, Lusaka, Zambia 

 

Ministry of Foreign 

Affairs 

 

Mr. Victor MUMBA 

Protocol Officer 

Ministry of Foreign Affairs 

Lusaka, Zambia 

 

Ministry of Works and 

Supply 

 

M. T. SIMBUWA 

Assistant Director (Tech) 

Ministry of Works and Supply 

Lusaka, Zambia 

 

 Evance CHANSA 

Ministry of Works and Supply 

Lusaka, Zambia 

 

Ministry of Tourism, 

Environment and Natural 

Resources 

 

Deuteronomy KASARO 

Forestry Officer 

Ministry of Tourism, Environment and Natural Resources 

Lusaka, Zambia 

 

Ministry of Lands 

 
Ms. Wanziya CHIRWA KAMPYONGO 

Planner 

Ministry of Lands 

Lusaka, Zambia 

 

 

 

 



 

205 

 

Ministry of Local 

Government and Housing 

 

Fredy SICHILONGO 

Principal Engineer 

Ministry of Local Government and Housing 

Lusaka, Zambia 

 

Zambia Development 

Agency (ZDA) 

 

 

Mr. Chola Abel MWITWA 

Manager - Planning and Policy 

Zambia Development Agency (ZDA) 

Privatisation House, Nasser Road, P.O. Box 30819, Lusaka, Zambia 

 

Zambia Revenue 

Authority (ZRA) 

 

 

Ms. Priscilla BANDA 

Director 

Zambia Revenue Authority (ZRA) 

Lusaka, Zambia 

 

  

 
Ms. Brenda MUNDIA 

Senior Collector 

Zambia Revenue Authority (ZRA) 

Lusaka, Zambia 

 

Zambia Competition 

Commission (ZCC) 

 

 

Thula KAIRA 

Acting CEO 

Zambia Competition Commission (ZCC) 

4th Floor Main Post Office Building, P.O Box 34919, Lusaka, Zambia 

 

 

 

 

Luyamba MPAMBA 

Economist 

Zambia Competition Commission (ZCC) 

4th Floor Main Post Office Building, P.O Box 34919, Lusaka, Zambia 

 

National Economic 

Advisory Council (NEAC) 

 

 

Alistair KAMBOBE 

Policy Analyst 

National Economic Advisory Council (NEAC) 

Lusaka, Zambia 

 

Environmental Council of 

Zambia (ECZ) 

 

Willie KALUNGA 

Senior Inspector 

Environmental Council of Zambia (ECZ) 

Lusaka, Zambia 

 

National Water Supply 

and Sanitation Council 

(NWASCO) 

 

Mr. Kelvin CHITUMBO 

Chief Inspector 

National Water Supply and Sanitation Council (NWASCO) 

Lusaka, Zambia 

 

Bank of Zambia 

 
Mr. Francis CHIPIMO 

Senior Economist 

Bank of Zambia 

Lusaka, Zambia 

 

 

 
Ms. Alice KONGA 

Senior Economist 

Bank of Zambia 

Lusaka, Zambia 
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3.  AFRICAN REGIONAL ORGANISATIONS 

African Peer Review 

(APR) Secretariat 

 

Dr. Bernard KOUASSI 

Executive Director 

African Peer Review (APR) Secretariat 

PO Box 1234, Halfway House, 1685 Midrand, South Africa 

 

 

 
Dr. Afeikhena T. JEROME 

Coordinator for Economic Governance and Management 

African Peer Review (APR) Secretariat 

PO Box 1234, Halfway House, 1685 Midrand, South Africa 

 

African Development 

Bank (AfDB) 

 

Dr. Amani ABOU-ZEID 

Lead Expert 

Office of the Vice President: Infrastructure, Private Sector & Regional Integration 

African Development Bank (AfDB) 

Avenue du Ghana, BP 323 1002, Tunis Belvedere, Tunisia 

 

 Ms. Vivienne APOPO 

Country Representative in Zambia 

Zambia Country Office (ZMFO) 

African Development Bank (AfDB) 

ABC Pyramid Plaza, Church Road and Nasser Road Cathedral Hill 

P O Box 51449 Ridgeway, Lusaka, Zambia 

 

 Rees MWASAMBILI 

WSS Specialist 

Zambia Country Office (ZMFO) 

African Development Bank (AfDB) 

ABC Pyramid Plaza, Church Road and Nasser Road Cathedral Hill 

P O Box 51449 Ridgeway, Lusaka, Zambia 

 

Communauté 

Economiquedes Etats de 

l’Afrique Centrale 

(CEEAC) / Economic 

Community of Central 

African States (ECCAS) 

M. Dominique MAMPOUYA 

Conseiller pour les Questions économiques 

(Cabinet du Secrétaire Général de la CEEAC) 

Economiquedes Etats de l‘Afrique Centrale (CEEAC) / Economic Community of 

Central African States (ECCAS) 

B.P. 2112, Libreville, Gabon 

 

Common Market for 

Eastern and South Africa 

(COMESA) 

Dr. Chungu MWILA 

Director, Investment Promotion and Private Sector Development 

Common Market for Eastern and South Africa (COMESA) 

COMESA Centre, Ben Bella Road, P.O. Box 30051, Lusaka 10101, Zambia 

 

 Mutombo Kalongi THIENNY 

Senior Investment Promotion Officer 

Common Market for Eastern and South Africa (COMESA) 

COMESA Centre, Ben Bella Road, P.O. Box 30051, Lusaka 10101, Zambia 

 

 Mr. Samuel MSICHILI 

Industry Programme Officer 

Common Market for Eastern and South Africa (COMESA) 

COMESA Centre, Ben Bella Road, P.O. Box 30051, Lusaka 10101, Zambia 

 

African Forum for Utility 

Regulators (AFUR) 

Dr. El Iza MOHAMMEDOU 

Sectoral Coordination Advisor 

African Forum for Utility Regulators (AFUR) 

Hatfield Gardens, Block E, 3rd floor ; 333 Grosvenor Street, P.O. Box 13732, 

Hatfield 0028, Pretoria, South Africa 
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4.  INTERNATIONAL ORGANISATIONS 

World Bank Group / IFC 

 
Mr. Nigel TWOSE 

Senior Manager, Investment Climate Team for Africa, FIAS-PEP Africa 

International Finance Corporation (IFC) 

14 Fricker Road, Illovo, Johannesburg, South Africa 

 

 

 
Mr. Joel KOLKER 

Regional Program Leader for Africa 

Public-Private Infrastructure Advisory Facility (PPIAF) / World Bank 

P.O. Box 30577, Nairobi, Kenya 

 

 

 
Ms. Barbara KAZIMBAYA-SENKWE 

Country Representative for Zambia 

WSP (Water and Sanitation Programme of the World Bank)  

Anglo American Building, 74 Independence Avenue, 3rd Floor, Lusaka, Zambia 

 

UN Economic Commission 

for Africa (UNECA) 

 

Dr. Robert OKELLO 

Director of the Office of Policy and Programme Coordination 

United Nations Economic Commission for Africa (UNECA) 

PO Box 3001, Addis Ababa, Ethiopia 

 

 

 
Mr. Kojo BUSIA 

Chief, African Peer Review Mechanism (APRM) Support Unit 

Governance and Public Administration Division 

UN Economic Commission for Africa (UNECA) 

PO Box 3001, Addis Ababa, Ethiopia 

 

United Nations 

Conference on Trade and 

Development (UNCTAD) 

 

Mr. Masataka FUJITA 

Senior Economist Affairs Officer 

Investment Trends and Data Section, Investment Issues Analysis Branch 

 Division on Investment, Technology and Enterprise Development (DITE) 

United Nations Conference on Trade and Development (UNCTAD) 

Room E-9084, Palais des Nations, 1211 Geneva 10, Switzerland 

 

United Nations 

Development Programme 

(UNDP) 

Mr. Aeneas CHUMA 

Resident Representative in Zambia 

United Nations Development Programme (UNDP) 

UN House, Alick Nkhata Road, Longacres, P.O. Box 31966, Lusaka, Zambia 

 

 Mr Michael C. SOKO 

Assistant Resident Representative in Zambia 

United Nations Development Programme (UNDP) - Zambia 

UN House, Alick Nkhata Road, Longacres, P.O. Box 31966, Lusaka, Zambia 

 

 Emefa ATTIGAH 

Economist 

United Nations Development Programme (UNDP) - Zambia 

UN House, Alick Nkhata Road, Longacres, P.O. Box 31966, Lusaka, Zambia 

 

Investment Climate 

Facility for Africa (ICF) 

 

 

Dr. Ken KWAKU 

Investment Consultant / Advisor 

Investment Climate Facility for Africa (ICF) 

P O Box 19014, NSSF Waterfront, Third Floor, Dar es Salaam, Tanzania 

 

Africa Partnership Forum 

(APF) Support Unit 

 

 

Mr. David BATT 

Head, Africa Partnership Forum Support Unit 

2 rue André-Pascal, 75016 Paris, France 
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5.  OECD COUNTRIES 

Belgium 

 
M. Guy BERINGHS 

Conseiller de la Coopération Internationale 

Délégué au Comité d‘Aide au Développement (CAD) 

Représentation Permanente de la Belgique auprès de l‘OCDE 

14, rue Octave Feuillet, 75116 Paris, France 

 

Germany 

 

 

Mr. Ronald MEYER 

Deputy Division Head, Division 320: Africa Regional Development Policy; 

Southern Africa 

Federal Ministry for Economic Cooperation and Development (BMZ) 

Adenauerallee 139 - 141, 53113 Bonn, Germany 

 

 

 
Mr. Fred NUWAGABA 

Program Manager, Reform of the Urban Water Sector 

GTZ-Uganda 

Deutsche Gesellschaft für Technische Zusammenarbeit (GTZ) GmbH 

Plot 83, Luthuli Avenue, Bugolobi, P.O. Box 10346, Kampala, Uganda 

 

Japan 

 
Ambassador Hideto MITAMURA 

Ambassador 

Embassy of Japan in Zambia 

No. 5218, Haile Selassie Avenue, P.O. Box 34190, Lusaka, Zambia 

 

 

 
Mr. Takeshi YAGI 

Minister 

Permanent Delegation to the OECD 

11 avenue Hoche, 75008 Paris, France 

 

 

 
Ms. Masayo TADA 

First Secretary 

Permanent Delegation to the OECD 

11 avenue Hoche, 75008 Paris, France 

 

 

 
Ms. Kaori SHIOTSU 

First Secretary 

Embassy of Japan in Zambia 

No. 5218, Haile Selassie Avenue, P.O. Box 34190, Lusaka, Zambia 

 

 

 
Mr. Takahito KATAYAMA 

Second Secretary 

Embassy of Japan in Zambia 

No. 5218, Haile Selassie Avenue, P.O. Box 34190, Lusaka, Zambia 

 

 

 
Mr. Shiro NABEYA 

Resident Representative, Zambia Office 

Japan International Cooperation Agency (JICA) 

Plot No. 11743°, Brentwood Lane, Longacres, P.O. Box 30027, Lusaka, Zambia 

 

 

 
Mr. Oki SUGIMOTO 

Senior Program Officer, Trade, Investment & Tourism Team 

Economic Development Department 

Japan International Cooperation Agency (JICA) 

Shibuya-ku, Yoyogi 2-1-1, Tokyo, Japan 
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Mr. Hajime FUKUDA 

Assistant Resident Representative, Zambia Office 

Japan International Cooperation Agency (JICA) 

Plot No. 11743°, Brentwood Lane, Longacres, P.O. Box 30027, Lusaka, Zambia 

 

 

 
Mr. Norimasa YOSHIDA 

NEPAD Adviser 

DBSA (JICA Expert) 

PO Box 1234 Halfway House, 1685 Midrand, South Africa 

 

 

 
Ms. Tomomi TOKUORI 

Technical Assistant to JICA NEPAD Adviser 

PO Box 1234 Halfway House, 1685 Midrand, South Africa 

 

United Kingdom 

 
Mr. Hugh SCOTT 

Senior Private Sector Adviser for Africa 

Department for International Development (DFID) 

DFIDSA, 353 Festival Street, Hatfield, Pretoria, South Africa 

 

United States of America 

 
Ms. Maxine KENNETT 

Director 

Southern Africa Global Competitiveness Hub 

United States Agency for International Development (USAID) 

Gaborone International Commerce Park, Plot 40, Unit 4, P. O. Box 602090 

Gaborone, Botswana 

 

 

6.   PRIVATE SECTOR 

NEPAD Business Group 

 
Mr. Nambi CHILEMO 

Associate Director 

African Investment Advisory, NEPAD Business Group 

93 Protea Road, Chislehurston, Johannesburg 2196, South Africa 

 

NEPAD Business 

Foundation 

 

 

Dr. John L. PURCHASE 

Director, NEPAD Business Foundation  

(Chief Executive Officer, Agricultural Business Chamber) 

P.O.Box 1508, Pretoria, 0001, South Africa 

 

Business and Industry 

Advisory Committee 

(BIAC) 

Mr. Jack MOSS 

Senior Water Advisor, Aquafed 

(Chair, BIAC Water Group) 

54 Avenue Hoche 75008, Paris, France 

 

Botswana 

 
Mr. Edwin SIKAALA 

Managing Director 

Wacare (PTY) Ltd. 

P.O. Box 301235 Tlk, Gaborone, Botswana 

 

South Africa Mr. Attie VAN ZYL 

CEO 

Infrastructure Finance Corporation (INCA) 

33 Riley Road, Building 3, Pinewood Office Park, Woodmead, Ext 3, Sandton 

South Africa 

 

Uganda Mr. Winfred KALEBU 

Chairperson 

Association of Private Water Operators of Uganda 

Uganda 
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Zambia Mr. Nelson CHISENGA 

Project Manager 

Zambia Business Forum (ZBF) 

P.O. Box 37202, United Nations Avenue, Plot No. 4 Longacres, Lusaka, Zambia 

 

 Mr. Gibson NASUMBA 

Policy Analyst 

Zambia Business Forum (ZBF) 

P.O. Box 37202, United Nations Avenue, Plot No. 4 Longacres, Lusaka, Zambia 

 

 Mr. Maxwell SICHULA 

Executive Secretary 

Zambia Chamber of Small and Medium Business Association (ZCSMBA) 

Lusaka, Zambia 

 

 Mr. Mukuka W. B. NUNKWE 

National President 

Small-Scale Industries Association of Zambia (SSIAZ) 

Lusaka, Zambia 

 

 Roseta MWAPE 

Coordinator 

Zambia Association of Manufacturers (ZAM) 

Lusaka, Zambia 

 

 Eunice PHIRI 

Coordinator 

Zambia Association of Manufacturers (ZAM) 

Lusaka, Zambia 

 

 Mr. J. B. KOSA 

Chairman 

Handicrafts Association of Zambia (HAZ) 

Lusaka, Zambia 

 

 Mr. Chris CHILONGO 

National Publicity Sec. 

Handicrafts Association of Zambia (HAZ) 

Lusaka, Zambia 

 

 Ms. Maureen SUMBWE 

Board Member 

Zambia Federation of Associations of Women in Business (ZFAWIB) 

Lusaka, Zambia 

 

 Ms. Namakau KAINGU 

Executive Director 

Women in Mining and Delegate 

Zambia 

 

 Ms. Mary Anne NGIMI 

Executive Member 

Association of Zambian Women in Mining 

Zambia 

 

 Mr. S. M. ARORA 

Executive Director 

Tata Zambia Ltd. 

9219 Ben Bella Road, P.O. Box 30074, Lusaka, Zambia 
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 Mr. Eugene CHANDI 

Director 

ELC Consultancy Ltd 

Plot 11784, Kasangula Road, Olympia, P.O. Box 34450, Lusaka, Zambia 

 

 Ms. Anne Chime ZULU 

Consultant, Zambia Africa Resource Centre (ARC) 

CUTS International 

4th Fl, Main Post Office Building Cairo Road, PO Box 37113, Lusaka, Zambia 

 

 H. ZUMA 

CEO 

IC Consultants 

Zambia 

 

 E. BWALYA 

Director 

Beu Solar Manufacturing Ltd. 

Zambia 

 

United Kingdom Mr. James WINPENNY 

Wychwood Economic Consulting Ltd 

(Author of the Camdessus Panel report) 
The Cross, Taston, Chipping Norton, OX7 3JL, UK 

 

 

 

7.  CIVIL SOCIETY, ACADEMY AND OTHERS 

Trade Union Advisory 

Committee (TUAC)  

 

Mr. Humphrey FUMPA 

Deputy Director, Research and Economics Department 

Zambia Congress of Trade Unions (ZCTU) 

Solidarity Centre, Plot 11 Oxford Avenue, P.O. Box 20652, Kitwe, Zambia 

 

Building Partnerships for 

Development in Water 

and Sanitation (BPD) 

 

Ms. Urooj AMJAD 

Programme Learning Coordinator 

Building Partnerships for Development in Water and Sanitation (BPD) 

47-49 Durham St., 2nd Fl., London SE115JD, UK 

 

Uganda 

 
Mr. Warren NYAMUGASIRA 

Chairman 

Uganda Water and Sanitation Dialogues / Uganda NGO Forum 

Uganda 

 

Zambia 

 
Dr. Francis CHIGUNTA 

Lecturer, Department of Development Studies 

University of Zambia 

P.O.Box 32379, Lusaka, Zambia 

 

 Wisdom KALENGA 

University of Zambia 

P.O.Box 32379, Lusaka, Zambia 

 

 Michael KAUMBA 

Journalist 

Zambia National Broadcasting Corporation (ZNBC) 

Lusaka, Zambia 
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 Abram BANDA 

Journalist 

Zambia National Broadcasting Corporation (ZNBC) 

Lusaka, Zambia 

 

 Miti CUTHBENT 

Journalist 

Zambia National Broadcasting Corporation (ZNBC) 

Lusaka, Zambia 

 

 Nomusa MICHELO 

Journalist 

The Post 

Lusaka, Zambia 

 

 Lamecu PHIRI 

Journalist 

MDBI TV 

Lusaka, Zambia 

 

 Jonathan KAZEMBE 

Alliance française of Lusaka 

Alick Nkhata Ave., Loncagres, P.O. Box 30948, Lusaka, Zambia 

 

 Kalunda CHOMBA 

Alliance française of Lusaka 

Alick Nkhata Ave., Loncagres, P.O. Box 30948, Lusaka, Zambia 

 

 Dr Priscilla MULENGA 

MO, Centre for Infectious Disease Research in Zambia (CIDRZ) 

Plot 5977 Corner of Benakale and Mwembeshi Roads, Northmead 

P.O. Box 34681, Lusaka, Zambia 

 

 Dr Anne LUNDA 

MO, Centre for Infectious Disease Research in Zambia (CIDRZ) 

Plot 5977 Corner of Benakale and Mwembeshi Roads, Northmead 

P.O. Box 34681, Lusaka, Zambia 

 

 Clementine MUMBA 

Secretary 

Network of ARV Users of People Living with HIV/AIDS 

Zambia 

 

United Kingdom 

 
Mr. Sam PARKER 

Water & Sanitation for the Urban Poor 

83 Victoria Street, London SW1H 0HW, UK 

 

 

8.  NEPAD SECRETARIAT 

 

 
Professor Firmino MUCAVELE 

Executive Head 

NEPAD Secretariat 

DBSA Building, PO Box 1234, Halfway House, 1685 Midrand, South Africa 

 

 

 
Mr. Karim KHALIL 

Co-ordinator (Trade and Industry) 

NEPAD Secretariat 

DBSA Building, PO Box 1234, Halfway House, 1685 Midrand, South Africa 
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9.  OECD SECRETARIAT 

 

 
Mr. Mario AMANO 

Deputy Secretary-General 

OECD 

2 rue André-Pascal, 75775 Paris, France 

 

 

 
Mr. Pierre PORET 

Head, Investment Division, Directorate for Financial and Enterprise Affairs 

OECD 

2 rue André-Pascal, 75775 Paris, France 

 

 

 
Mr. Jonathan COPPEL 

Executive Programme Manager, NEPAD-OECD Africa Investment Initiative 

Investment Division, Directorate for Financial and Enterprise Affairs 

OECD 

2 rue André-Pascal, 75775 Paris, France 

 

 

 
Ms. Céline KAUFFMANN 

Economist, Investment Division, Directorate for Financial and Enterprise Affairs 

OECD 

2 rue André-Pascal, 75775 Paris, France 

 

 

 
Mr. Toru HOMMA 

Project Manager, NEPAD-OECD Africa Investment Initiative 

Investment Division, Directorate for Financial and Enterprise Affairs 

OECD 

2 rue André-Pascal, 75775 Paris, France 

 

 

 
Ms. Nana SHODU 

Project Coordinator, NEPAD-OECD Africa Investment Initiative 

Investment Division, Directorate for Financial and Enterprise Affairs 

OECD 

2 rue André-Pascal, 75775 Paris, France 

 

 

 
Mr. Edouard PERARD 

Consultant 

Investment Division, Directorate for Financial and Enterprise Affairs 

OECD 

2 rue André-Pascal, 75775 Paris, France 
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CONTACT INFORMATION 

Requests for further information, including details 

on how to participate in the Initiative and its 

Steering Group can be addressed to the NEPAD 

and OECD Secretariats.  

From the NEPAD secretariat: 

Mr Karim Khalil, Co-ordinator 

e-mail karimk@nepad.org 

Tel: +27 (11) 313 3625;  Fax +27 (11) 313 3583 

From the OECD secretariat:  

Mr Jonathan Coppel, Executive Programme 

Manager, 

e-mail: Jonathan.Coppel@oecd.org  

Tel: +33 (0) 145241447; Fax +33 (0) 144306135 

Mr Toru Homma, Project Manager, 

e-mail: Toru.Homma@oecd.org  

Tel: +33 (0) 145248448;  Fax +33 (0) 144306135 

www.nepad.org 

www.oecd.org/daf/investment/africa 
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