Chapter I1.B
Domestic and international private
business and finance

1. Introduction

e Addis Agenda emphasizes that private business
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their investment policies and enhance their regional
investment policy frameworks. Lastly, the World
Bank’s Regulatory Quality Index captures percep-
tions of the ability of the government to formulate
and implement sound policies and regulations.

With a smaller geographic coverage, the Euro-
pean Bank for Reconstruction and Development
is implementing the Business Environment and
Enterprise Performance Survey (BEEPS) in partner-
ship with the World Bank Group. BEEPS is a firm-
level survey based on face-to-face interviews with
managers that examines the quality of the business
environment.

Measurements of business and investment
barriers focus on foreign and domestic firms’ ability
to enter markets, set up operations, access finance
and exit business operations. Relevant comparative
indicators across countries produced by the World
Bank Group include the “Cost of registering a busi-
ness”, “New firm registration rate”, “Cost of regis-
tering property” and “Time to obtain a construc-
tion permit”.  ere are also numerous measures of
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investment attraction and retention produced by
the World Bank (including “Investment Promotion
Best Practice Indices” and “Time to start a foreign
business™) as well as measures of dispute and debt
resolution (including “Contract enforcement time”).

Relevant surveys to monitor risk and policy
uncertainty include the World Bank Group’s World-
wide Governance Indicators (which measure the per-
ceived quality of institutions and traditions that gov-
ernments use) and the Control of Corruption Index
(which captures perceptions of public power being
used for private gain, including capture of the state
by private interests).

With regard to the cost of operations, data
is collected on the cost and reliability of electric-
ity connections, the cost of trade (quality of trade
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sions of the investment climate can be obtained.

e data only track some elements of the investment
climate, and need to be viewed within the broader
country context. Furthermore, these should not be
considered in isolation from other concerns and
goals, such as social and environmental sustainabil


http://database.globalreporting.org/data_partners/
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cess can be supported at the country level by relevant
stakeholders, such as UNICEF country o ces and
other technical and child-focused agencies.

In addition, Global Compact reporting, which
is derived from internationally agreed standards,
including the Universal Declaration of Human
Rights, the International Labour Organization’s
Declaration on Fundamental Principles and Rights
at Work, the Rio Declaration on Environment and
Development, and the United Nations Convention
Against Corruption, can be an input here, as well as
in section 3 above.

Moreover, assessments can be made regard-
ing the number of investment-related national plans,
laws and regulations that are aligned with the United
Nations Conference on Trade and Development’s
(UNCTAD) Investment Policy Framework for Sus-
tainable Development or that encourage adherence
by investors to international standards of responsible
investment, such as the ILO Tripartite Declaration
of Principles concerning Multinational Enterprises
(MNEs) and Social Policy and the OECD Guide-
lines for MNEs.

On the commitments pertaining to financial
market regulations, the Addis Agenda is based on the
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an account through a financial institution or mobile
provider” (see Global Findex above).
Commitments pertaining to supporting
microfinance, development banks and other rel-
evant institutions may require a more qualitative
analysis that highlights examples where di erent



regions/categories of countries (i.e., least developed,
low income, middle income, etc.); and an appraisal
of ways to maximize the e ectiveness and sustain-
able development impact of workable initiatives.
Studies such as the above could report on both the
status and impact of existing initiatives to promote
finance for MSMEs.
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e Addis Agenda:

A Encourages the use of innovative tools, includ-
ing mobile networks, banking, payment plat-
forms and digitalized payments (39)

A Recognizes the potential of new investment
vehicles, such as development-oriented venture
capital funds, blended finance, risk mitiga-
tion instruments and innovative funding
structures (43)

Progress in increasing and diversifying lend-
ing and financial tools for increased access could be
assessed through the “number of live and planned
mobile money services for the unbanked” (see
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increase risks in the real economy, for example, due
to market herding and boom and bust cycles. e
Addis Agenda stresses the importance of regulations
aimed at reducing volatility and incentivizing longer
term investment. Governments commit to:

A Work towards developing long-term bond
markets (44)

A Work towards developing insurance markets,
including crop insurance on non-distortive
terms (44)

A Strengthen supervision, clearing, settlement and
risk management (44)

A Recognize that regional markets can provide
scale and depth (44)

A Increase local currency lending from
MDBs (44)

A Enhance international support in domestic
capital markets; strengthen capacity building,
including through regional and international
forums for knowledge-sharing (44)

A Stress the importance of managing volatility
associated with foreign inflows (44)

A Endeavour to design capital market regulations
that promote incentives along the investment
chain that are aligns



Commissions, and from various private financial
institutions.

An important caveat, however, is that the data
on domestic capital market development can be
misleading, and the specific country context is very
important. Large issuances can occur in countries
with underdeveloped markets; stock market capitali-
zation can be large when no economic transactions
occur; turnover ratios can be high but highly con-
centrated in a small number of securities. Capital
market data therefore needs to be disaggregated to
the country level and the country context must be
understood in order to get a more accurate picture of
the situation. Hence, a quantitative analysis of mar-
ket volumes needs to be complemented by qualita-
tive country and case studies in order to formulate
an accurate idea of progress at the national level.

Price volatility of key issues can be used to
assess market volatility. In countries without well-
functioning options markets, implied volatility
can also be an input. Data on foreign investment
in domestic markets varies by country and type of
instrument. For example, there tends to be limited
data on foreign investment in domestic bond mar-
kets. Capital account data, which is broken down by
portfolio flows, can be used to supplement domestic
capital market data, to better understand the impact
of foreign inflows on domestic markets.

e Task Force can also monitor the devel-
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financial services in home countries. However, this
data is currently limited.

More generally, the FSB has noted that the loss
of correspondent banking services can create finan-
cial exclusion, particularly whereita ects flows such
as remittances. e FSB initiated and coordinated
work among standard setting bodies and interna-
tional financial institutions to examine the extent
and causes of banks’ withdrawal from correspondent
banking and the implications for a ected jurisdic-
tions, including through the World Bank Group
survey mentioned above. e resulting Report to
the G20 on actions taken to assess and address
the decline in correspondent banking presents a
four point action plan that is being implemented
in partnership with other organizations through
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to recruitment, national laws and their enforcement
and other conditions relating to migrant work-
ers’ rights. Information regarding developments in
these issues can be obtained from the International
Organization for Migration.

8. Encouraging quality direct
investment/foreign direct
investment, particularly in
underfunded sectors and
countries

e Addis Agenda commits to incentivizing the
expansion of direct investment/foreign direct invest-
ment (FDI) to underfunded countries and priority
sectors, while ensuring the maximum contribution
to sustainable development and other national and
regional goals. Specifically, the Addis Agenda:

A Strengthense orts to incentivize FDI and
address financing gaps and low levels of FDI in
developing countries, particularly least devel-
oped countries, landlocked developing countries,
small island developing States and countries
in conflict and post conflict situations (45,

46, Mol 10.b)
A Acknowledges that foreign direct investment is






66 dd; baba «_m ; nda *Jn,@n! o mm mzandad _m;

can also be accessed from multilateral agencies like
MIGA and bilateral donors (as well as information
from the OECD DAC database).

With regard to assistance to LDCs on invest-
ment-related disputes, the International Centre for
the Settlement of Investment Disputes (ICSID),
which is a member of the World Bank Group, and
UNCTAD would be important sources of informa-
tion. In general, a complementary way of monitor-
ing and following up on the commitments relating
to LDCs would be to rely on new developments in
inter-governmental negotiations.  ese develop-
ments can be gauged through a review of new reso-
lutions, agreed conclusions, declarations and com-
muniques emanating from the United Nations and
other international processes.

9. Incentivizing investment in
underfunded areas, including
cleananda ordable energy

e Addis Agenda:

A Aims to ensure universal access to a ordable,
reliable, modern and sustainable energy services
for all by 2030; to substantially increase the
share of renewable energy; and to double the
global rate of energy e ciency and conservation
(49,SDG 7.1,7.2,7.3)

A Promotes public and private investment in
energy infrastructure and clean technologies
including carbon capture and storage; commits
to enhance international cooperation to provide
adequate support and facilitate access to clean
energy research development (49, Mol 7.a)

A Commits to enhance international cooperation
to expand infrastructure and upgrade technol-
ogy for modern and sustainable energy services
to all developing countries, in particular LDCs
and SIDS (49, Mol 7.b)

A Calls for action on SE4AIl recommendations to
raise over US$100 billion in annual invest-
ments by 2020, through market-based initia-
tives, partnerships and leveraging development
banks (49)

e related SDG indicators are: percentage of
population with access to electricity (7.1.1); percent-
age of population with primary reliance on clean fuels

and technology (7.1.2);



10. Encouraging philanthropic
engagement that is transparent
and accountable

e Addis Agenda welcomes the rapid growth of
philanthropic giving and the significant financial
and non-financial contribution philanthropists
have made towards achieving our common goals.
It encourages philanthropists to partner with Gov-
ernments, as well as increased transparency and
accountability in philanthropy. Specifically, the
Addis Agenda:

A Encourages growth of philanthropy and e orts
to increase cooperation between philanthropic
actors, Governments and other development
stakeholders (42)

A Calls for increased transparency and account-
ability in philanthropy (42)

A Encourages philanthropic donors to apply due
consideration to local circumstances and align
with national policies and priorities (42)

A Encourages philanthropic donors to consider
managing their endowments through impact
investing (42)

ese commitments are not covered in the
SDGs or the Mol targets. Data collection for these
items is challenging as systems for monitoring phil-
anthropic investments are rudimentary in many
places in the world.

ere is ongoing collaboration among foun-
dation networks to strengthen data collection on
the ground, including through the establishment
of the SDG Philanthropy Platform (set up jointly
by the Foundation Center, UNDP and Rockefeller
Philanthropy Advisers), which aims to monitor and
strengthen philanthropic contributions to the SDGs.
However, at present, most sources of data on phi-
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