Vanuatu Doing Business Reform Task Force
Overview and Areas of Focus 
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  Figure  1:  Doing Business Reform Program  – Implementation Overview
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Ø VIPA – Investment promotion

Ø Business Start-up

Ø Work and Labour Permits

Ø Alternative Dispute Resolution

Ø Import duty incentives

Ø Licences  (site development)


The Doing Business Reform Task Force and the Vanuatu Regulatory Reform and Investment Policy & Promotion Program

Objective

The objective of the Program is to improve Vanuatu’s investment climate and increase private sector activity by implementing a program of reforms to streamline regulatory and administrative processes and foster appropriate investment policy and promotion.

Background

The Government of Vanuatu signed a project MOU with the IFC in July 2008.  The Ministry of Trade is the lead implementing agency of the two year program.  An international specialist is managing implementation of the program during its first year.  The program is in the process of hiring a local person to assume this responsibility during the second year.  Technical experts are recruited to deliver individual program components as required.

Task Force
The Task Force was established in August 2008 to guide program implementation.  It is chaired by the Director General for Trade and reports to the Minister for Trade.   Membership includes representation from government departments and agencies, as well as private sector organizations.  The Ministry of Finance is represented on the Task Force by the DG Finance.  A key role of the Task Force is to identify appropriate reforms to improve the business regulatory environment.  This comprises procedural changes that can be implemented immediately by line agencies, as well as policy/legislative reforms that will need to be brought to the attention of the Council of Ministers through the Minister for Trade.  

Role and membership of the Task Force

The Vanuatu Doing Business Reform Task Force provides a high level, public-private consultative mechanism to guide implementation of the reform program.  In particular, the Task Force:

· provides a forum for identifying and assessing critical reform issues to support private sector development;

· identifies and recommends the development and sequencing of related reform measures and programs;

· carries out policy dialogue on reform issues and initiatives within government, the business community and development partners, and communicates with the general public and media on reform issues and initiatives;

· monitors the progress of reform implementation;

· reports on the progress of reform and recommend, where necessary, changes to policy and legislation.

Table 1 lists the government agencies and private sector associations comprising the Task Force.

Table 1: Task Force Membership

	Public Sector
	Private Sector

	· Ministry of Trade (Chair)
	· Chamber of Commerce and Industry of Vanuatu

	· Department of Strategic Planning and Aid Coordination, Prime Minister’s Office
	· Vanuatu Finance Centre Association

	· Ministry of Finance and Economic Management
	· Vanuatu Hotel and Resort Association

	· Vanuatu Investment Promotion Authority
	· Vanwoods Microfinance

	· Department of Cooperatives and Ni-Vanuatu Business Development
	· Manufacturer’s Association

	· Vanuatu Financial Services Commission
	


Each agency has identified two senior level officials to attend Task Force meetings – the usual participant, and an alternate who will attend meetings when the usual participant is unavailable.

Initial areas of focus and progress made

· Foreign investment regulation and investment promotion:  Work has focused on the  following areas:

· Developing a set of national foreign direct investment (FDI) goals.  A draft set of goals were developed in December 2008.  Further work still needs to be done in order to obtain accurate baseline information from the VNPF concerning formal employment by foreign investors and establish a system to generate this type of information on a quarterly basis in a timely way.

· Streamlining the foreign investment approval process under existing legislation.  The VIPA Board approved a set of reforms in January 2009 that will significantly enhance the transparency of the approval process and reduce average application processing time by half (from 30 working days to 15 working days).  Associated materials (application guide, revised application forms, staff procedures) are in the process of being finalized.  The new system should be ready for implementation in the near future.

· Conducting a review of the Foreign Investment Promotion Act.  Work has commenced to review the Act in order to enhance VIPA’s functioning as a statutory body responsible for investment promotion, as well as further improve the transparency and efficiency of the foreign investment registration process based on good international practice.

· Enhancing VIPA’s capacity for investment promotion.  An institutional assessment of VIPA was conducted in 2008.  It found the authority is currently doing very little proactive promotion.  A capacity building program has been developed and includes such things as developing an investment promotion strategy, targeted skills training for staff and preparing targeted marketing materials.  The program will commence after the new streamlined foreign investment approval procedures are introduced and suitable promotion staff are in place.

· Business Start-up process:  The World Bank’s Doing Business 2009 report ranked Vanuatu’s “starting a business” process as being relatively poor (94 out of 181 countries).  The process includes company incorporation, obtaining a business license, VAT registration and registration at the VNPF.  The ADB is well advanced in its reform of the Companies Act, and a new companies’ registry is expected to be implemented during the first part of 2010.  The review identified a range of additional reforms that could be implemented to improve the overall process.  These reforms are in the process of being discussed with the responsible agencies.  One recommendation is the need to review the Business License Act with the aim of bringing it more in line with good international practice.  Preliminary discussions have been held with the Department of Customs and the recommendation has been favorably received.  We plan to convene a workshop involving all responsible agencies with the aim of agreeing on a set of reform recommendations that can be submitted to the Council of Ministers for endorsement.  This would provide the project with a clear mandate to work with agencies to implement the reforms and monitor progress.

· Court annexed mediation:  The World Bank’s Doing Business 2009 report estimated that it takes 430 days to settle a contract dispute through the courts at a cost of approximately 75% of the value of the claim.  Work has commenced to assist the Chief Justice pilot the introduction of court-annexed mediation that will offer a cheaper and faster way of settling some types of commercial disputes.  An action plan has been developed with the assistance of the Federal Court of Australia.  Follow-up assistance is likely to include the training of mediators and assistance to enhance case management practices in the Supreme Court with respect to mediation, as well as more broadly.

· Tourism diagnostic:  An assessment of Vanuatu’s ‘state of play’ regarding readiness for sustainable development of its tourism sector will be conducted during the second half of April.  The assessment utilizes the IFC’s tourism sector diagnostic tool which is a standardized product for identifying and measuring key impediments to sustainable tourism development and investment.  It uses a holistic framework comprising the sector’s three interdependent drivers: destination (tourism supply considerations), market (market perceptions and activity affecting demand) and investment (investor requirements and perceptions about the investment climate).  The diagnostic will result in a country profile of key tourism information, an assessment report identifying key constraints and identification of areas where IFC can assist as well as solution designs.

· The program is also expected to examine the system of import duty exemptions, as well as the work and residency permit scheme for foreign workers.  Work on these issues has yet to commence. 
For further information contact:

Ivan Nimac, 

BEE Program Manager, Pacific

World Bank Group

inimac@ifc.org
+ 612 92356513
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Public-Private dialogue about key issues



Policy and legislative reforms



Day-to-day work to review approval processes and design and implement action plans
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