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 by Roger M Nellist

Mr Chairman, Mr Vice-Minister, Distinguished Panellists and Participants.

I am joined here today from London by John Preston (DFID’s Competition Policy Consultant) and by Alan Johnson from DFID Vietnam’s office here in Hanoi. We are delighted to be here with you.

The mission of the UK Department for International Development - DFID - is to help reduce poverty in the world. We believe that a vibrant, productive private sector will deliver the higher rates of economic growth that are essential for poverty reduction. 

But a dynamic private sector requires the right ‘enabling environment’ or ‘investment climate’ in which to operate. This has been highlighted most recently in this year’s World Bank World Development Report on the theme of: “A Better Investment Climate for Everyone”. The importance of creating and maintaining competitive economic conditions is a cross-cutting theme throughout this flagship publication - a document, incidentally, that both my London Team and CUTS made substantial contributions to throughout 2004.

An essential element of a good investment climate is a sound, transparent regulatory regime. And, an effective competition policy regime is, we believe, an important component of a good overall regulatory environment.  

Four years ago, and partly with DFID support, the World Bank embarked on an ambitious programme of in-depth national Investment Climate Assessments. The Bank has now completed more than 50 of these ICAs. They are fascinating policy-oriented investigations of the state of a country’s business enabling environment, and help pinpoint key bottlenecks.

India and Bangladesh – two of the 7-Up2 partner countries – were among the first countries to be studied. Those of you who were at our Delhi meeting in January this year will have heard me say that one of the big conclusions from the India work was that “if each Indian state could attain the best practice in India in terms of regulation and infrastructure, the economy should grow about two percentage points faster. The gains would be particularly large in the poor investment climate states” - yielding more than three percentage points extra in the growth rate.

Of course, this is a very important conclusion, which is undoubtedly of much relevance to other countries. It now forms part of the accepted international evidence base demonstrating that investment climate reforms can make a very real difference to national economic performance, and to poverty reduction.

And we know that recent experience here in Vietnam also demonstrates the benefits that can arise from reforms to the overall investment climate.  

The World Bank studies, as well as individual country experiences, point to the importance of creating and maintaining a competitive economy. An appropriate competition policy regime has a role to play in this. 

We were pleased to note in April this year the Asian Development Bank’s call for Asian countries to implement effective competition policies, in order to maintain their high rates of economic growth and employment. The ADB’s Report recommended Asian and Pacific countries to start early and to take a long-term view towards competition policy. It urged the development of a “competition culture” within countries and for policies on competition to be seen as complementary to those on industry, trade and foreign direct investment.  These are important themes – and ones that are going to be addressed in tomorrow’s Workshop.

An effective competition regime can bring productivity gains (efficiency gains) to an economy, and thus enhance growth. But an appropriate competition regime will also help address poverty more directly. Such regimes should benefit all citizens, the poorer members included - whether as consumers, workers, small entrepreneurs or as recipients of government-funded services.  

[[  An appropriate competition regime should protect consumers against harmful practises, such as ‘bundling’. It should also help maintain competitive markets, which should benefit consumers through lower prices and an improved choice of goods and services.  As workers, poor people can benefit from the opportunities competitive markets provide for entrepreneurial activity and job creation.  And in a healthy market, entrepreneurs have the opportunity to start up or close down small businesses easily: but unnecessarily complex entry and exit regulations increase the time and cost involved in doing this, and can discourage entrepreneurs from entering the formal sector.  

Services provided by central and local governments contribute significantly to the welfare of the poor. Competition among suppliers is important to ensure that governments obtain best value for the money they spend.  Anti-competitive practices by suppliers, such as ring-tendering, can greatly diminish what governments are able to do for the poor with the inevitably constrained budgets they have available.   ]]

The work of CUTS – in Asia and in Africa – is very helpful in bringing to wider attention important examples of this.  The country papers produced for this project contain some striking examples of anti-competitive behaviour. I found the results of the surveys of perceptions particularly interesting.

DFID has been supporting a number of CUTS’ competition-policy projects over the last five years, and we are pleased to be co-funding with SECO this 7-Up2 Asian project.  Pradeep Mehta and his colleagues in CUTS have demonstrated an effective model of engagement on competition policy issues outside India. It is a strength of the 7-Up approach that it can be applied to research and advocacy in countries as varied in size and complexity as those in this 7-Up2 project. And, that useful policy guidance can be framed from cross-country comparisons of the findings of the national studies. Moreover, the backgrounds of all of us at today’s meeting is testimony of CUTS’ ability to build fruitful international linkages on competition work.

DFID is now supporting a number of initiatives at the national, regional and multilateral levels designed to further the adoption and successful implementation of competition regimes. My Team in London is responsible for this programme. CUTS is one of our key partners. So too, the World Bank, other bilateral donors and, of course, national governments. The competition project that we are currently developing jointly with the World Bank and the Government of Bangladesh is one example. Significantly, it is positioned as one of the components of a much larger regulatory reform programme. And it will build on the work undertaken in Bangladesh for 7-Up2.

Our competition policy work in Bangladesh, as well as similar endeavours elsewhere, show that it takes time to build the national coalitions and to secure the political and commercial ‘buy-in’ that is necessary for successful reform. The development of effective processes and active national reference groups are vital for “long-term sustainability”. The national processes we have started in this 7Up2 project, for example, should continue well after the funded project itself has technically ended.  Long-term sustainability is one of the main factors we should all bear in mind as we now turn our attention to reviewing the individual country experiences of 7-Up2.   

John Preston and I were pleased to have had an opportunity to comment on some of the draft documents circulated recently on this project.  And also that DFID was able to contribute to the Training programme last weekend for officials from the Vietnam Competition Authority.      We now look forward to an interesting set of presentations and discussions during these next two days.  And, as representatives of one of the 7Up2 donor agencies, we will want to pay particular attention at this mid-project stage to three things: (1) the achievements as well as the operational challenges experienced in the first phase; (2) the substantive policy and process lessons learnt; and (3) the detailed plans for the second phase that will ensure a successful project outcome by next August.   

Before closing, I would like to thank the CUTS team here for making all the arrangements for this Conference, and to thank our Vietnamese hosts - the Central Institute for Economic Management. And, on behalf of DFID, I would like to welcome all the project partners and participants.

Thank you.

� Roger Nellist is Head of DFID’s Investment, Competition and Enabling Environment Team in London.
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