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1- Context
Timor-Leste became a fully independent nation in 2002, following 400 years of Portuguese colonial rule, 24 years of Indonesian occupation, and approximately two and a half years under the transitional authority of the United Nations. One of Asia’s poorest nations, Timor-Leste emerged from occupation and brutal conflict with 80 percent of the country’s infrastructure damaged or destroyed and no functioning access to financial services. 

Timor-Leste has faced ongoing security challenges, with outbreaks of civil unrest in

April/May 2006, February/March 2007, and February 2008. At the request of the

Government, the United Nations and bilateral security forces were brought in to restore

order. The situation has been stable over the past two years and in 2009, during the world financial crisis, Timor-Leste’s economy grew by 12%, fueled by public spending and a perception of improved investor confidence in future stability. 

Timor-Leste ranks 162 out of 182 on the Human Development Index and 164 out of 183 on the Ease of Doing Business Index. In this social and economic environment, the challenge is clear: to reform business processes, strengthen infrastructure, develop services and perhaps most urgently, address human capacity needs to enable private sector growth. 
The Timor-Leste Better Business Initiative (BBI) was established in January 2008 between the International Finance Corporation and the Ministry of Economy and Development to improve the business enabling environment by providing a platform for effective and constructive dialogue between the business community and the government of Timor-Leste. It is also intended to facilitate information-sharing with potential investors. 

IFC serves as the Secretariat for the dialogue.  In this role, IFC collaborates with key stakeholders including the Office of the Prime Minister, the Ministry of Economy and Development, Ministry of Tourism, Commerce and Industry and the Ministry of Finance as well as a broad representation of the private sector and financial institutions. On both public and private sides, a key element of the challenge is weak systems for coordination and difficult access to information. 
2- Status
The  Better Business Initiative has begun to make in-roads in the difficult environment. In March 2009, the Secretariat remains the hub of activity. In March 2009, the BBI facilitated a large meeting between the Prime Minister and the private sector. The event was attended by more than 100 individuals from the business community and key Government Ministries. BBI worked with a broad representation of national business factions to unite around common priorities and challenges and present them to the PM. The private sector representatives made a joint presentation with recommendations for actions that the government should take to support the private sector. The Prime Minister publicly recognized the need to reform the business environment, particularly the business registration process. The event represented a turning point for the BBI toward higher visibility and more meaningful partnership with private sector leaders. The priorities presented set the agenda for BBI action through the next 18-24 months.

The BBI takes place in working groups and sub-groups focusing on specific issues, a model based on successful PPD experiences in Cambodia and Lao. Over the last 18 months, the BBI has evolved into a particularly flexible and notably less formal structure.  As designed, the full BBI convenes twice annually in a National Forum and working groups convene on a more regular basis. The National Forum as designed has not taken place, instead nation-wide events driven by the private sector and government have effectively taken the place of these forums. The national events involve dialogue on key issues as would a Forum but the goal of decisionmaking on reforms at the event is still a ways off. 

Initially, the BBI had two working groups – Administrative Barriers and Access to Finance.  In September 2009, a third working group – Chamber of Commerce and Industry – was established. Each of the working groups oversees sub-groups, created on an ad hoc basis to address specific issues. In some cases, sub-groups take precedence over the full working groups; for example, the full Access to Finance working group has not convened since July 2009, but the sub-groups continue to be active. 
The evolving structure of the BBI reflects the need to be “flexible and responsive” and to pursue opportunities as they arise to be effective in a process poor and peripatetic policymaking environment. 
3- Results
According to a recent (2010) PEP Pacific Review by the independent consulting firm Nexus Associates, the BBI has “contributed to various reform efforts, including a credit registry information system that includes non-bank financial institutions (March 2010) and reform of the land and property law (pending approval in Parliament).” 

The dialogue contributed to the establishment of a follow-on project from the IFC and the Ministry of Justice to streamline the business registration process. The BBI maintains a private sector sub group to facilitate continued pressure and better understanding of this reform process. Activities on customs, procurement, and access to financial services have the potential to spin off into separate engagements and/or investment.    
In April 2010, as a direct result of BBI leadership and facilitation of technical resources, private sector unity improved with 17 national associations and representatives from every region agreeing to governing statutes to found the country’s united Chamber of Commerce and Industry, generating significant income to cover the costs of the national congress.  Elected leadership has invited the BBI to establish a coordinating unit within the Chamber. This will not only improve the effectiveness of the BBI but is also a solid step toward a more sustainable dialogue with more formal process and clearer ownership of process and follow-up. It is a beginning, and an exciting one.   

4- Challenges, and Ways Forward

While the BBI is clearly making progress, tangible results improving the investment/business environment are not yet certain. The BBI relies on the IFC for financial support, not just to facilitate dialogue on priorities but also to address weak capacity for follow up on priorities. The Government has only a limited understanding of current accomplishments and has not yet established a functioning coordinating unit. As a result of the informality and adhoc nature of subgroup activities, BBI participants do not have a strong understanding of the meetings as part of a larger dialogue to culminate in an agreed to outcome rather the activities are closely affiliated with the IFC and the individual team members. The way forward will involve more formality around process and clearer articulation of working group activities to be shared more broadly with participants. 

The BBI Secretariat works with the Ministry of Economy and Development to establish a coordination unit to facilitate follow up to working group decisions and also better understanding of BBI process and parameters. 

The BBI has facilitated longer term capacity building assistance to the Chamber of Commerce and Industry and will continue to play a coordinating role to get staff and initial systems in place.  A unit within the Chamber of Commerce will be proposed to be established in late 2010 or early 2011 to help build reform advocacy processes and follow up. 
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