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"Good Governance in Africa: the foundations for success."

Speaking points for Omari Issa, CEO of Investment Climate Facility for Africa

Introduction

· Post-Enron, good governance has become an assumed and non-negotiable part of Western business. Sitting here in Boston, it is easy to take for granted efficient corporations that adhere fully to the guiding principles of good governance. 

· In Africa, the picture looks a little less clear cut. Good governance has certainly risen up the development agenda, with most commentators now in agreement that good governance is the key building block of a more prosperous and competitive continent. Indeed, UN Secretary-General Kofi Anan has said that "good governance is perhaps the single most important factor in eradicating poverty and promoting development."

· But achieving good governance in Africa, especially at a corporate level, remains a huge challenge. While a worthy ideal and important ambition, much still needs to be done to address some of the practical obstacles that lie in the way of good governance becoming commonplace across the continent. 
Corporate Governance - and the realities of doing business in Africa

· It won't come as a surprise to learn that Africa isn't a particularly easy place to do business. Indeed the World Bank yet again rated sub-Saharan Africa as the world's least business friendly region in its 2008 'Doing Business Report.'
· The continent has an extremely fragmented business landscape, and businesses - regardless of their size or structure - have to contend with numerous obstacles and barriers (e.g. excessive red tape, power shortages, poor infrastructure, limited access to credit and so on) that make running a business difficult, if not sometimes impossible. To put the challenges into some form of context:
· In the DRC, a medium sized company must pay approximately 89 tax payments and spend 606 hours preparing and filing tax returns each year - as opposed to an average of 15 payments and 183 hours in OECD countries. That's more than twice the number of tax returns and over three times as many hours.
· In Angola, the average time it takes to start a business is 119 days, as opposed to just 15 in OECD countries and only 33 days in India. Registering property in Angola takes an average of 334 days - 306 days more than it takes in OECD.
· In Malawi, the cost required to start a business as a percentage of gross national income per capita is 189% - compared with just 5% in OECD countries and only 8.4% in China. 
· When you're facing such daily challenges at a purely operational level, it's easy to see why good governance is so difficult. These challenges hit the SME sector - a sector so vital to the African economy and business landscape - especially hard. 
Challenges to doing business
· It would be wrong to adopt a continental, 'one size fits all' approach to tackling governance in Africa - each country faces unique societal and economic problems that need to be tackled at a national level. That said, there are several common themes that are worth exploring. 
· The first is excessive and ineffective bureaucracy, which can so often stifle and inhibit good business practice. Take customs, where delays are notorious, as a key example. Complying with the many customs regulations and requirements that exist at both a country and regional level can prove burdensome, expensive and time-consuming. It is currently easier and quicker for Burkina Faso to export their green beans to France than to their neighbours. More critically, the burden of compliance falls onto law-abiding businesses who bear the weight of increased costs and lengthened supply chain lead times - and often have to watch their non-compliant competitors jump the queues and evade the regulatory burdens. 
· Africa's infrastructure is another issue that urgently needs to be addressed. Day-to-day business in Africa is so often thwarted by practical struggles with transport, logistics, energy and technology. The costs of closing Africa's infrastructure gap are estimated to be equivalent to around an extra US$20 billion a year, according to the Commission for Africa. Closing this gap will allow more people access to market opportunities, as well as better health and education services. 

· Better education is crucial for better governance. At the moment, 42 million school-aged children are not enrolled in school and 21% of young people are known to be unemployed in sub-Saharan Africa. Efforts to improve the quality of technical and vocational education and training, as well as business skills and capabilities, must be made at both a regional and continental level. Research has shown a strong link between the levels of graduate expertise in science and technology and the capacity of the local private sector to develop and produce local solutions to local problems. 

· Furthermore, the low salary levels that are common in both the formal and informal employment sectors of Africa make it hard to maintain a robust commitment to good governance. Certain jobs come with a low base salary and the expectation that the 'real wage' will be made via unofficial means. 
The ICF's role in promoting good governance

· In total, the ICF has identified eight areas as a priority for reform as we aim to bring about more business friendly policies, laws and regulations across Africa, which in turn will make good governance more achievable. These eight areas are - property rights, business registration and licensing, taxation and customs, financial markets, infrastructure facilitation, labour markets, competition and corruption. The reality is that good corporate governance will only become a more attainable reality in Africa if we address some of these practical mechanics and infrastructure needs. Good governance isn't something that can simply be imposed; it needs to be enabled - and governments need to be the driving force behind this. 

· Our strategy for success will include tackling a particular problem on a pilot basis in a country where the conditions for successful reform are optimal. Once success has been achieved in that country, the ICF will then work with other countries to introduce the proven process of reform and share key learnings. As the only pan-African body based in Africa and explicitly and exclusively focused on improving the continent's investment climate, we have set ourselves the target of delivering tangible and sustainable change over a seven year time frame. 
· Despite the many hurdles and issues, the outlook is looking positive. African policy-makers, at both a national and continental level, are increasingly recognising that obstacles to both domestic and international investment - and within this, the perceived prevalence of corruption - are seriously impeding economic development. The commitment of 26 countries to the African Peer Review Mechanism is evidence of a growing determination to address perceptions about governance and strengthen standards. Indeed, Ghana, Rwanda and Kenya have already completed their reviews and agreed to recommended plans of action. 
· Furthermore, according to the World Bank, at least two thirds of African countries made at least one reform in 2006. In 2007, Burkina Faso, Ghana, Kenya and Mauritius ranked among the top reformers in the world. Fifteen resource-rich African countries have endorsed the Extractive Industries Transparency Initiative (EITI), which focuses on good governance in the resource sector. And the recent award of the first Mo Ibrahim prize to Joaquim Chissano in recognition of his work to bring democracy and progress to Mozambique underlined the growing recognition that good governance is a key force for change in a continent that is changing rapidly for the better.
· The ICF already has projects underway in Liberia, Rwanda, Lesotho and the East African Community, with several more projects in the pipeline, including ones in Senegal and Tanzania. 

· Our project with the Liberian Government is a good example of how the ICF can and will work in partnership with governments to drive greater accountability and reform. The project is working to establish a modern business registry, thereby formalising the private sector and providing a much needed boost to enterprise and investment. At the moment, we know that the large informal business sector in Liberia hurts both the economy and individuals, with few quality jobs created (Liberia has an approximate 85% unemployment rate, the second highest in the world) and low salaries, which in turn leads to a limited tax base. Our project aims to reduce the time, expense and complexity associated with registering a business - and is the first move towards regulating and formalising the private sector to benefit both individual companies and the country as a whole. 
· Another good example is our project with the East African Community, where we are working to tackle the problems of counterfeiting and piracy which, in this region and indeed across the continent, is immense and acts as a huge disincentive to legitimate business. The project will recommend uniform laws, regulations and enforcement mechanisms to combat counterfeit trading and to protect intellectual property rights. By bringing trading activities within the rule of law, the EAC is providing a tangible boost to legitimate and accountable businesses. 
Conclusion

· The ICF believes very firmly that good governance is fundamental to an improved investment climate and, in turn, economic growth. But the two are very much interlinked - good governance will only become attainable once we have tackled some of the very real barriers to doing business in Africa. Similarly, a better track record on governance and transparency will lead to improved confidence in Africa as an investment destination at both an international and domestic level. Good governance is something that Africa absolutely needs to address and aspire to, but it will only become a reality if government and the private sector work together to create a virtuous circle of improvement and sustainable reform. 
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