
 

 

ENERGY CHARTER EXPERT MEETING 

 

REMOVING PRE-INVESTMENT BARRIERS IN 

ENERGY 

 

JUNE 14, 2016 

 

Peter Kusek 

World Bank Group 



OUTLINE 

 Overview of FDI data in renewable energy (RE) 

 World Bank Group (WBG) measurements of FDI barriers in RE 

 WBG investments and technical assistance  

 IFC investment 

 WBG country assistance in improving investment frameworks for 

investment entry, protection and retention 

 Conclusions 



OUTLINE 

 Overview of FDI data in renewable energy (RE) 

 World Bank Group (WBG) measurements of FDI barriers in RE 

 WBG investments and technical assistance  

 IFC investment 

 WBG country assistance in improving investment frameworks for 

investment entry, protection and retention 

 Conclusions 



FDI in RE in developing countries is gradually increasing  
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Majority of renewable energy FDI recipients in 2015 were 

developing countries 
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Globally, renewable energy is among the top sectors 

receiving the most FDI 
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Wind & solar electric power sectors receive the most investments, across 

the globe & developing countries. Investments in solar electric power have 

increased over time.  
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WBG DATABASE: INVESTING ACROSS BORDERS 

Sample data:  Foreign ownership restrictions 

Source: http://iab.worldbank.org/ 





It should be noted, however, that in some countries the renewable energy 

sector is only presumed to be open to foreign capital, as it is not explicitly 

covered by energy or investment legislation.  

 

As a consequence, it is unclear whether the relative absence of foreign 

ownership restrictions in alternative energy is a result of a conscious 

national policy choice, or whether these sectors are too new to have yet 

been properly regulated.  



EXAMPLES OF COUNTRY-SPECIFIC RESTRICTIONS 
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INTERNATIONAL FINANCE CORPORATION (IFC) 



IFC OVERVIEW 



WBG TRADE AND COMPETITIVENESS GLOBAL PRACTICE | INVESTMENT POLICY TEAM:  

OUR WORK WITH DEVELOPING COUNTRY GOVERNMENTS IS AIMED AT GETTING THE RIGHT 

INVESTMENT POLICY MIX 

Vision and Strategy 

Investment Attraction 

Investment Establishment Retaining Investment 

Linkages  

Short-term, Concrete,  
Reform activities 

Entry 

Protection 

Incentives 

 

Objectively Measureable  

Development Impacts 

  

Promotion 



TECHNICAL ASSISTANCE IN FOREIGN INVESTMENT ENTRY: 

OVERVIEW OF BARRIERS 
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 Conducting an assessment of entry regimes  and conducting investor surveys to identify 

procedural barriers 

 Ensuring consistency of domestic investment legislation with the country’s international legal 

commitments found it its bilateral and regional investment agreements 

 Reducing FDI screening and minimum FDI requirements 

 Establishing an effective expatriate work permit and visa regime  

 Developing process maps  and guidelines as diagnostic tools for process simplification 

 Introducing templates and model forms 

 Enhancing automation of procedures 

 Facilitating accession of countries to the Hague Apostille Convention 

 Advocating for increased use of transparency principles, such as consultation and notification 

 Collecting and publishing information on FDI entry regimes 

 Introducing Investor Tracking Systems 

 

 

 

COMMON ELEMENTS OF REFORM ASSISTANCE 



RESULTS:   

REMOVING FDI RESTRICTIONS LEADS TO MORE INVESTMENT 

Turkey Liberia 

Key reforms: 

 

• The ex-ante screening and approval process was 

abolished and replaced by a simple, post-facto 

notification system.  

• The new Law did not introduce any new 

incentives (which Governments often do when 

they adopt a new FDI Law). 

• The $50,000 minimum capital requirement for 

FDI projects was removed. 

  

Result: Post the intervention, the total value of FDI 

inflows increased from $1.7 billion in 2003 to $2.8 

billion in 2005, $10 billion in 2005 and $20.2 billion in 

2006.  

 

 

Key reforms: 

 

• Established national treatment as a 

cornerstone for investment  

• Reduced sectoral restrictions to ensure 

compliance with WTO. (Previously, 26 

sectors were closed to FDI. Under the new 

law, only 16 are still closed and 12 other 

have minimum investment requirements.) 

 

Result: FDI inflows have been steadily 

increasing. 

 



AFTER INVESTMENT ENTRY COMES INVESTMENT RETENTION: 

EXISTING INVESTORS ARE AN OFTEN UNDERUTILIZED RESOURCE 
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Reinvestment earnings: Increasing FDI source 



MANAGING POLITICAL RISK FOR INVESTORS 

~ 25% of investors said they might withdraw from an existing investment, or 

cancel a planned investment due to political risk concerns 

 

 

Source: MIGA-EIU Political Risk Survey 2013 

Political risks that investors 

are most concerned about 

relate to government actions 

Percent of respondents 



MECHANISMS FOR THE PREVENTION OF DISPUTES 
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1. Tracking and Monitoring System (ICT) 2. Mechanism for investment retention & 
confidence(MIRC) 
 

For each grievance/ problem ,record: 
a) Investor profile and amount of stock of 

investment 
b) Issue area 
c) Government agencies involved 
d) Impact of grievance on investment plan 
e) Impact of grievance on revenue and other 

aspects 
f) Action taken by investor 
g) Existence of a domestic/international court 

case relating to grievance; current status of 
case. 

 

Objective is to provide an effective and timely 
response to resolve a specific case of violation 
of a protection guarantee 

 
A single investor’s complaint helps identify 
prevalent instances of lack of implementation 
of investor protection guarantees – solution is 
often systemic 

 
Entails legal reform and capacity building to set 
up and operationalize MIRC (Establish Lead 
agency, information sharing, early alert, 
problem solving techniques, implementation 
of solution) 

 



RESULTS: 

ADDRESSING INVESTOR GRIEVANCES BOOSTS RE-INVESTMENT 

In Bosnia and Herzegovina, a mechanism to 

systematically track and address investor 

grievances resulted in $34.6 million 

reinvestment from 22 companies in the course 

of the first 18 months of the reform. These 

investments resulted in the creation of 730 new 

jobs.  
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Conclusions 

Energy sector 

needs more 

investment 

 

 

 

 

Barriers to FDI 

have economic 

costs to 

countries 

 

 
 

World Bank and 

IFC stand ready 

to help  
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pkusek@ifc.org 
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Annexes 
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The world’s top investors in renewable energy have historically 

been… 
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Investing 

Country 

Top 

Investing 

Company 

Company’s 

Total FDI 

Invested 

Spain Iberdrola $16.40 billion 

USA SunEdison $5.14 billion 

Germany RWE Innogy 

UK 

$4.44 billion 

France Engie (GDF 

SUEZ) (Gaz 

de France) 

$4.06 billion 

China Shanghai 

Electric 

$3.09 billion 

Source: Financial Times fDi Intelligence. fDi Markets database. 2016 





OVERVIEW OF WORLD BANK GROUP APPROACH TO SETTING AN 

INVESTMENT POLICY STRATEGY 
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Investment policy is not about choosing between  
foreign and domestic investment 

It is about connecting them through global value chains. Trade and 
investment are two sides of the same coin. Both domestic and 

foreign investment must be regulated. 

Foreign  investment is not a transaction; it is a relationship 

An investment policy strategy should not only pursue attraction, but 
also retention and linkages with the domestic productive sector, 

thereby maximizing benefits from investment.  

Not all types of investment are the same 

Different types of investment have different effects on socio-
economic development and thus require different policies. Countries 
should align the type of investment with different policies. Different 

competitive drivers in different sectors. 



WBG TRADE AND COMPETITIVENESS GLOBAL PRACTICE  

Country Operations | Knowledge  | Global Voice 

Agribusiness 
 

Manufacturing 
 

Services 
 

Spatial Growth Solutions 

Business Environment 
 

Investment Policy and 
Promotion 

 

Indicator Based Reform 
 

Trade Policy & Integration 
 

Trade Facilitation & 
Logistics  

 

Competition Policy 

Innovation & Technology 
Policy 

 

Entrepreneurship & SME 
Development 

Growth | Aggregate Productivity | Jobs | Rising Incomes 

Ending extreme poverty | Boosting shared prosperity 

Reduced  

Business, Investment,  

and Trading Costs 

Improved Support 

Services for 

Innovative SMEs & 

Entrepreneurship  

More  

Integrated  

Economies 

Effective 

Competition 

Policies 

Enhanced 

Innovation 

Policies & Systems 

Enhanced Public- 

Private Dialogue Improved  

G2B Service   

(e.g., infra) 

Improved  

Skills Match 

More Competitive 

Sectors & Spillovers 

from Agglomeration 

Illustrative 
Intermediate 
Outcomes 

Outcomes 

Impacts 

Twin goals 

Core global 
themes 

Strengthened 

Public Sector 

Institutional 

Capacities 

Increased 

Value Addition 

of 

Local Suppliers 

Competitiveness Investment Climate Trade  
Entrepreneurship & 

Innovation 

Improved Firm Productivity | Increase Investment | Improved Trade Performance | Enhanced Innovation 

Reduced  

Investment 

Restrictions 



TECHNICAL ASSISTANCE IN FOREIGN INVESTMENT ENTRY: 

CONTEXT 
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INVESTMENT ENTRY TOOLKIT 

http://globalpractices.worldbank.org/trade/Pages/SitePages/IPP-Toolkits.aspx 

http://globalpractices.worldbank.org/trade/Pages/SitePages/IPP-Toolkits.aspx
http://globalpractices.worldbank.org/trade/Pages/SitePages/IPP-Toolkits.aspx
http://globalpractices.worldbank.org/trade/Pages/SitePages/IPP-Toolkits.aspx


World Bank Group report: Global Investment Promotion Best Practices 

https://www.wbginvestmentclimate.org/uploads/Global%20Investment%20Pro

motion%20Best%20Practices_web.pdf 
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 Measures (1) inquiry handling, and (2) website quality. 

 Lesotho performed “average (41-60% score)”…which is however better than most 

African countries. 

https://www.wbginvestmentclimate.org/uploads/Global Investment Promotion Best Practices_web.pdf
https://www.wbginvestmentclimate.org/uploads/Global Investment Promotion Best Practices_web.pdf
https://www.wbginvestmentclimate.org/uploads/Global Investment Promotion Best Practices_web.pdf


GOVERNMENT’S VIOLATIONS OF INVESTOR RIGHTS AND 

GUARANTEES CAN ALSO LEAD TO INVESTOR-STATE DISPUTES 

Source: UNCTAD, ICSID 

Cost:  

 

Average of $3 million in administrative costs 

and $10.4 million in damages per arbitration 

case. 



DISPUTES CAN BE PREVENTED - SOME EMPIRICAL 

EVIDENCE 

MIGA 

experience 

ICSID 

experience 

 In 25 years, all but 6 claims in over 1000 projects  ( and 4 of those 

claims were due to war/civil disturbance ) have been avoided 

 Working with investors and governments MIGA was able to solve 95 

“pre-claim” (potential dispute) situations. 

 Approximately 1/3rd investor-State disputes settled before there 

is an award on the merits 

 Almost 40 % have been settled at a very early stage of the 

process (before the arbitration tribunal has been constituted)  

 This means that a number of disputes submitted to arbitration were 

in fact conflicts that were allowed to escalate into disputes and could 

have been successfully managed much earlier. 

Specific evidence Agency 


