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EXECUTIVE SUMMARY

KPBOIT's key task as KP's investment attraction agency and focal point for the Ease of Doing Business
initiative is to recommend policies that will create a business-enabling environment for local and foreign
investment. This is as a priority of the Government of Khyber Pakhtunkhwa. However, achieving maximum
benefits of investment is not automatic and has to be strategized through well-framed investment policies
in a way that supports employment generation and reinforces economic growth. Investors choose locations
from among potentially many which offer the markets, natural resources, or productive efficiencies they
seek,. Thus, KP competes for investment with other provinces and countries. KP-BOIT, therefore, needs a
careful and detailed approach that addresses the specific circumstances of the host country: geography,
targeted sectors and stage of development. It must be capable of persuading investors of KP's relative
advantages, validate investors’ selection of KP with good investment facilitation, and guide the government
to further strengthen the province's competitiveness.

The policy context for investment promotion in KP

InKP, KP-BOIT has to be at the forefront of business attraction and trade facilitation and needs to be ready to

react quickly to all challenges. Through this strategy, KP-BOIT intends to harmonize and provide oparational
detail tothree drivers of investment promotion in KP, asillustrated in Figure 1.

Flgure 1. Three drivers for a £P-BOIT investrment promaotion strategy
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Institutional context
s Investmant promotion is not the sole work of one agency. It is a whole-of-government endeavor, requiring a

full suite of institutions, each specialized in policy-setting, investor services, sector development, business
regulation, and public resource management, among others. As KP strategizes to outcompete other
investment locations, it begins with the benefit of a fuller institutional framework than many, as depicted in
Figure 2, but a strategic division of labor, broad capacity-building, and good coordination across these
institutions will be essential to successful investment promotion for the province,

Figure 2. KP's institutional landscape for the promotion of imvestment and trade
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A specialized, high-capacity, and well-coordinated KP-BOIT

The biggest challenges in deploying this institutional framework are unclear divisions of labor, the lack of
correspondingly tailored capacities, and effective coordination. As KP's lead institution for investment
promaotion, KP-BOIT must be clear in setting the scope of its own work and build the appropriate technical
capacities. As such, Figure 3 summarizes KP-BOIT s strategic approach to fulfilling its mandate (as set by KP-
BOIT Act, 2015) and the government's wishes for KP-BOIT's role in Industrial Policy, 2020-2030, and
Commerce and Trade Strategy, 2020, Further detail is provided in Annex Il

Figure 3. KP-BOIT's strategically selective focus
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EP-BOIT will deliver onits strategy by building key intelligence, systems, and staff, as shown in Figure 4.

Figure 4, KP-BOIT capacitias to be built
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Principles underlying the strategy

KP-BOIT recognizes that the one characteristic most closely associated with weak or mediocre investment
promaotion, on the one hand, and excellent investment promotion, an the other, is the degree to which an
IPA's work is proactive. That is to say that the |PAs which generate the most FDI and development benefits
attributable to their own interventions are those focused on the proactive and persistent conversion of a
pipeline of received and self-generated leads into operational investment projects and, then, nurturing
their long-term success. As such, this strategy represents KP-BOIT's commitment internally to
implementing best-practice investment promotion and externally to guiding the government toward a best-
practice institutional framework for investment.

Best-practice investment promotion strategies are characterized by;

1. Animpact orientation

2. Recognition of the fact that many institutions are involved in investment promotion and, therefore, a
clear division of labor and areas for coordination with other government insitutions working to
attract, facilitate, and regulate investments

3. Abasis in sectoral competitiveness and a focus of ime and effort on the projects and activities most
likely toyield the impacts targeted

4, Aproject management-style approach tolanding and operationalizing investors' projects

5. The expectation of systematic implementation through internal systems, tools, and standard
operating procedures, as well as close working partnerships with public and private stakeholders

Priority sectors

A5 a first step toward this impact-oriented, sector-based strategy, KP-BOIT will undertake, either internally
or through a consultancy, a sector assessment to determine the most internationally competitive and
developmentally impactful sectors in which KP-BOIT's promotional work can have the highest marginal
impact on the province's FDI results. These priority sectors will be reviewed annually in light of results and
changing econmomic circumstances. In the interim, KP-BOIT will take its priority sectors from the
povernment’s stated priorities, excluding those sectors in which there is little investment flow domestically
or globally and those for which there are more appropriate institutional leads in the provincial government.
These sectors are presented in Table 1.

Table 1. Sector pricrities of KP-BOIT's strategy

Sectors to be proactively Sectors to be promoted by other institutions
promoted by KP-BOIT with advice and support from KP-BOIT
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* |nformation technalogy and M-enabled services Bavelopment Depi.|

Towrism, other [Sports and Tourism Dapt, )

Housing development ardd management {Housing Dept.)
Hydraslactric power generation {Energyand Power Dept. )
SEX devedopment and management (KFEZLMC)

+ 0§l and gas processing (2.8, refining, petrochemical
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Vision and strategic objectives

KP's sectoral strengths and developmental priorities lead KP-BOIT to the S-year vision, and strategic
objectives presented in Figure 5.

Figure 5. KP-BOIT's vision and strategic objectives

5-year vision Strategic objectives
KP-BOIT will realize this vision for investment through four parallel

Investment projects serving both
economic paths:

domestic and export markets will
inject KP's private sector with
world-class know-how, technology,
and global market connectivity,
particularly in manufacturing,
logistics and T-enabled services.
Investment will also play a major
role in building up the economic
infrastructure which will enable
the realization of KP's vision for
regional economic

Establishing highly industrialized, agro-processing
hubs to rival those of Punjab, Sindh, and regional
competitors such as Bangladesh and to retain
maximum value addition for KP

Diversify manufacturing into multiple sectors aimed
at both domestic and export markets

Strengthening KP's position as a conduit for trade
infrastructure, and logistics with Gwadar, infand
China, the country's north, and Afghanistan

Cultivating a nascent community of modest IT
companies to establish kP as a player in this sector
of the future, including in e-commerce and other
ICT-enabled services

08

EXECUTIVE SUMMARY

The COVID-19 factor

KP's sectoral was in light of the ic's disruptions on global supply and
demand as well as projected drop in FDI. For KP-BOIT's investment promotion strategy, the mostimmediate,
short-term implication is the need to help established investor's confidence, minimize business losses, and
thereby minimize developmental setbacks. The longer-term objectives of the present strategy will also be
reviewed and adapted frequently for changes in competitiveness which may arise from the pandemic.

Figure 6. At a glance: KP-BOIT's investment promotion strategy & coordination
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THE FDI CONTEXT FOR
KP's INVESTMENT
PROMOTION STRATEGY

The Khyber Pakhtunkhwa Board of Investment and Trade (KP-BOIT) investment promotion strategy aims to
proactively attract investments and create jobs. This strategy focuses on targeting competitive sectors,
which can attract investors based on market-based business cases. For this reason, KP-BOIT's strategy-
setting begins with an analysis of investment inflows,

According to the Financial Times' fDi Markets database, between January 2011 and November 2020,
Pakistan won 286 project announcements worth an estimated US557 billion and 58,000 jobs. This came
from 227 foreign investors in 28 sectors. Figure 7 presents the number of projects in each sector along with
the total estimated FDI value. Infrastructure accounted for 73 percent of FDI value, although it accounted
for only 11 percent of jobs. Electricity generation alone accounted for maore than six-tenths of the total with
10 fossil fuel-based projects (521 billion) and 16 in renewable energy (314 billion). ICT and internet
infrastructure accounted for 54 billion, and two natural gas pipelines another 53 billion,

Figure 7. Pakistan's announced FDI inflows, by capital expenditure and numbaer of projects per sector (200 1-2020
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However, infrastructure FDI, which enjoys public financing and the use of public assets, is not necessarily a
good indicator of competitiveness for market-driven projects. Excluding infrastructure from the data,
Pakistan attracted only 516 billion of FDI announcements over the last decade. Beyond project value and
employment, a project’s business activity also has great significance for its development impact on a
location. Manufacturing, for example, is typically associated with higher skills, technologies, and wages
than retail.

Table 2. Fakistan's non-infrastrecture FRI by business activity, 2011-2020

si i Number of Total capital expenditure

Manufacturing 77 9,543
Sales, marketing, & support 76 1,307
Business services 50 1,140
Research & development 13 276
Logistics, distribution, & transportation 11 2,461
Education & training [ a0
Headquarters 4 135
Customer contact center 3 1z
Extraction 2 222
Maintenance & servicing 2 13
Construction 1 323
Shared services center 1 54

Soumce; FAnancial Times Lbd, AH Mprkets: jwenar Dimarke s, com} lor areousced greesfidd projects

Manufacturing and sales projects each account for 31 percent of projects by number, with business services
accounting for 20 percent and no other activity exceeding 5 percent. However, by value 61 percent came
from manufacturing and 16 percent from logistics, distribution, and transportation. Sales and business
services follow with 8 percent and 7 percent, respectively. No other activity exceeds 2 percent.

During the last decade, just 18 subsector-business activity combinations have attracted 5100 million or
more, collectively representing 90 percent of Pakistan's non-infrastructure FOI inflows. These 18 are
presented in Figure 2. Nearly %5 billion and more than 2,700 jobs are estimated to be associated with
petroleum refining, natural gas liquification and compression, and the logistics of these products.
Manufacturing of industrial inputs, such as chemicals, cement and concrete products, steel products, and
electronic components, represent more than 53 billion and 8,500 jobs,

Manufacturing aimed at consumer markets has attracted the most FDI in automobiles and motorcycles,
food and beverages, personal care and household products, and computers and peripheral equipment,
totaling about 52.3 billion and 19,700 jobs. Business services and sales and marketing relating to non-
petroleum logistics and transportation account for 51.7 billion and 1,300 jobs. Banking services
approximately represented another $1.1 billion and 1,900 jabs, with nearly all of that in retail banking. Six
hotel construction projects accounted for $915 million and 1,300 jobs.

Two subsector-business activity combinations which are priorities for KP-BOIT but which Pakistan received
less FDIin are ICT RED and training (394 million} and non-metallic mineral mining and processing {$0).
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Flgure B. Pakistan's most attractive subsector-business activity combinations for FDI, by capital expenditure, jobs, and number of projects
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Pakistan's FDI announcements in the last decade have come from 38 economies, but nine account for two-
thirds of the total number of projects and just seven account for two-thirds of the total value. These
countries are highlighted in green in Table 3. Five countries are among the top sources by both measures:
China, UAE, Rep. of Korea, Turkey, and UK,

Table 3. Pakistan's largest FON source economies, by project number and cagital expenditure

Capital
Source Murmber expenditure
BCOMNOIMY of projects  [million USD) Leading sectors

' Fossil fuel-based electricity generation {$8.3 bn), renewable
China 45 15,263 electricity generation ($3.5 bn), wireless communications
 Infrastructure ($1.5 bn)
Data prnms;lhg, ha;tmg, E related services [5354 mij,

"S'T;::S 29 1,895 | food & beverage mfg (5378 mn), chemical mfg (5275 mn),
sales/marketing for transportation/warehousing (5103 mn)
Doy hsis Fossil fuel-based E1E::tnutl.r generation (55 bn), petrﬂleum
Eates 28 7,819 refining {$2.2 bn), retail banking (5238 mn), sales &
_ marketing for air transportation (5103 mn)
Fossil fuel-based electricity generation (51.8 bn), personal
United 2 3 E4E care & household products (5202 mn), financial services
Kingdom : (5171 mn), cement & concrete product mfg (5103 mn),
| sales/marketing for water transpartation {3103 mn]
i 16 1045 Automative mfg (5480 mn), basic chemical mfg {5138 mn),
| L steel product mfg (5120 mn), matorcycle mfg (5100 mn)
Renewable electricity generation (52.8 bn), basic chemical
Korea, .
Republic of 15 3,820 mfg (5400 mn}, automotive mfg (5270 mn), steel product
. mfg (5200 mn}, electronic component mfg (596 mn)
Turkey 12 2.746 Fossil fuel-based EJE::tm:lt'lr generation (51.8 bn}, renewable

electricity generation (5653 mn), beverage mfg (5139 mn)
Paint, coating, additive & adhesive mfg (5430 mn), food &
Switzerland 11 530 beverage mfg (558 mn), R&D for computer system design
| services (520 mn)

Bahrain 11 466 Sales & marketing for air transportation (5258 mn), retail

banking {5208 mn)
Hong Kong ' Renewable electricity generation 153 bn), industrial building
SAR. China [ 3,813 construction (5323 min), warehousing & storage (5318 mn),
! | _ | sales/marketing for freight/distribution services (5103 mn)
Russia 4 2,574 - Matural gas plpElInE ($2.5 bn), financial services (568 mn)

Souncm: Financel Tirmes Lid, A0 Merbits |mes [Omirkeb.com | e anfouscsd reesfisd projcts

Of the 286 project announcements tracked by fDi Markets during this period, the Pakistani provinces meant
to host them were known in 218 cases. Among these, Sindh stands out as the most attractive, drawing
nearly half of the country's FDI bath by value and project number.
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Figure 8. FDI lacations, by number of projects Figure 10. FDI locations, by swalue (LISD S000)

Gilgit-Baltistan | 0 Gilgit-Baldstan
Arad Kashmir 2 Agad Kashmir
Ealochistan [+ Balachistan 8085
Ehyber Pakhtunkhwa 5 Ehyber Pakhtunkhwea 2,328
lelamabad Islarmabad 1,572
Funjab Punjat 8,568
Sindh Siredh 20,076

Murmber of profects i LU ] 20,000

Sources Financial Temes Lbd, fi Markets Paww fOimarkets.com] for annourced greenfisld projects

KP's nine announced FDI projects are worth an estimated 1.9 billion. Excluding one large hydroelectric
investment, the remaining eight projects were worth 5426 million. They include four in manufacturing and
two in business services. The manufacturing projects comprise two for beverages, one for cement and
concrete products, and one insteel manufacturing. KP's projects are presented in Table 4.

Table 4. KF's announced FOI projects, 2011-2020

....................................................................

Est.
Project Inwesting Source Destination jobs Est.
date oM PNy country city Sub-sectar Activity created  CapEx
;E':;‘E Caykur Turkey Mansehra  Coffee & tea Manufacturing 263 695

Wk | Gniese Professional, sclentific
2018 ascademy of China Peshawar ket Business Services | 103 8.2
& technical services

Sciences
Nov | SK Enginesring  Korea, = 5
] lectric powe Elect 73 1440

2017 | & Construction = Rep. of i EMlroe B ! il

Mar Bestway Cement & concrete .
3017 | Fement LFK Faroogia A Manufacturing 166 1029
;6”155 Guif Air Bahrain  Peshawar  Airtransportation ;“L?I;;::“”“ 35 51.6
MNaow Emirates ) ; Sales, Marketing
2013 Airdine LIAE Peshawar Air transportation 2 Support 15 516
lan  ovsalBank  Bahrain | OC Retail bankin Business Services 64 34.8
2011 | Y Specified 8 '

Jan Al Ha| Asia Star China -
2020 | Steel Compamy v Swaki steel Manufacturing 00 a15
Pakistan
Pyt Led.
Maw Coca-Cola Mot
Turk [ f i ;
2000 | leecek urkey specified Soft drinks & ice anufacturing 263 B9.5
Sourca: Emencial Tomes 152, 100 Petarkerin |wasey Ao kegy comj e snncunced Girmarhald progecis
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KP's FDI announcements paint a picture of further attractive potential when viewed together with KP's
astablished domestic industries and with similar FDI projects which have come to Pakistan but are located
outside of KF. Table 5 presents this broader sectoral picture.

Table 5, Established investments in KP-BOIT s priority sactors, in KP and eliewhere in Pakistan

Sectors to be proactively KF's announced Fid Pakistan's anmounced FIX
promoted by KP-BOIT EP's domestic industrial base projects, 2011-2020 projects, 2011-20 (excl, KP's)
M: :usinm: oo ® |2 SUEECIE. Wik * theveragemig » 15 projects worth
BE MEVEIIES * 26 edible oil and ghee projects from Turkey 597 million
manufacturing mfg. units worth $139 million

& T cement mfg. unlts

o 543 million of cement

exported in 2020, mainly | 1 cement and .

Quarrying and to Afghanistan concrete product = 2 projects worth 5600

processing of minerals

774 marble and granite
processing units

5.5 million tons of
marble produced in 2020

mfg project from LK
worth 5103 million

million

Information
technolagy and IT-
enabled services

330 million of IT service
exports in 2020, mainly
to Morth America,
Europe, and Middle East

59 projects in
communications and
software & IT services
waorth 58.8 billion

il and gas processing
and support services

2 petroleum refineries,
1 natural gas
processing facility, 2
projects in natural gas
lagistics

Textile and apparel
manufacturing

T8 textile mfg. umnits

2 mfg. projects worth
561 million

Electrical and
electronic compaonents

3 mfg projects worth
5325 million

Somree; B patimates, Bored on information from KP-RECHT pnd the Finencial Times Lhd, 800 Mprkets
e A D bt ctnin) Tor v reda ezl o nPabd it
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Counting Pakistan's projects with known locations outside of KP, there were 46 projects by 39 companies in
KP-BOIT's priority sectors between 2011 and 2020, These investments represent potential leads for KP, as
the companies established in other provinces which could be persuaded to expand from their current bases
into KP, especially for companies that already have multiple offices across Pakistan, such as CloudFlare,
which offers data processing, hosting, and/or related services from Its offices in Karachi, Lahore, and
Islamabad, Figure 11 shows where these FDI expansion leads for KP-BOIT's priority sectors are located
within Pakistan,
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Figure 11. Location of Pakistan's announced foreign investors in KP-BOIT s priority sectors
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Investors planning to invest abroad are motivated by the search for markets, natural resources, or
productive efficlencies. They may find these in a large number of locations, so they undertake a site
selection process that compares the advantages and disadvantages of each. This makes investment
promotion a competitive endeavor, Effective investment promaotion by KP-BOIT will be built not only on the
presentation of its absolute strengths and opportunities but on persuading investors of its relative
advantages over other likely location options. Table 5 presents the number of projects going to Pakistan and
its likeliest competitor countries in developing Asia. Rather than present the number of projects within a
given period, Table & presents the number of FDI projects going to each country out of the last 500 projects
inthe Asia-Pacific region. The sum of the numbers shown is less than 500, as infregquent competitors, such as
the highest income countries and Pacific Islands, are excludead,

KP's competitors will vary by sector and include both the other Pakistani regions shown in Figure 5 and
foreign countries. A raview of the fDi Markets database shows which investment locations have attracted
the most FOI projects in KP-BOIT s priority sectors and business activities. For examiple, a large majority of
the countries shown have attracted some agribusiness FDN, most in agro-processing li.e., food and beverage
manufacturing) but also some in the manufacturing of agrachemicals and agricultural equipment, with the
leading countries in each being different. On the other hand, the non-metallic mineral sector has been
dominated in recent years by well-established developed countries, such as Australia. While very few
processing projects have pone to China (2], Iran (1), and Uzbekistan (1), none of the last 500 projects in this
sector have been extraction projects in developing countries

20

cific)

{l par sector in Asia-Pa

0

t ot last &

Y of projects ou

W SEctors

ractiveness of competitor countries for EP-BOIT's priosi

Table 6. Relative a

CHAPTER 1) THE FRI COMTEXT FOR KE WES HT PR HE
5
=
45 Rl s = 1 Al =
L 2 £ 2 .ENI:.E_QE'E'EEE
S| E| 2 L £l i £ E BelE| 5 =T
2| = 2| 2| =| 5| .|F| & «| Z| 5] | B 5| £| 2| E| & 2
2 Bl 5 Zl = 2| 5| B| & 2| 2|2 2 =l = 2l 5| 2| =2
Z|l@| O G| E|E| =2|=|=| 3| =2 =] & E| = =] 2] 5
R&D 7|3 1
Business weryices, B0, shared
w| service center, or Tla|z 1 o b
=
&| educationftraining
=]
Logistics & S92 2l3apzla)a 3
Processing 3 12167 [ 31 3| 3| & L)1|1}|a]|E
R&: [, MO, logistics, maintenance
servicing. or customer contact ) 2 1 1 3
camtar
L")
sanufaciuring 1H13 3 113]2 3 g 2|11
e[y, HO, bpgistics, maintenance)
servicing, or customer contact |31 1 |
paptar
Manufacturing ilale|l6|a 4 4 4 :E
Airfwater/ passenger
AFaraceraton 2111 i 1 2 1
E| Busiress services, Hi,
maintenance servicing, techaical 1 5|3 3 1 2 1
pontact center, customer fontact
gapter, or other
Wanahouseng & storage A 11212]1 4 114
Fraight/distribution services 1| 218|123 7 1111|367 5/ 5|14y 1| 118
]
i 15'3 7| |1]alz|2 8
o infrastructwra q
a
Bud. services, HO, sharsd services,
| technical suppart center, LY 44 13f 1 81113 118
customer contact cenber, or
cducation/training
RED or HO: 3132 1 1 1
Logistics s 1
i Processing MS & 6|6 6 7 117
Extraction 1 1]z
AED 1|1
; Logistics 1
Processing 2 1 1
Extraction
i Agricultural eguipment =B i 3 | 1 i 2|13
§| Agrochemical manufacturing bl ) 2 21511 i |
5 Food B beverage manufactiuring Eﬁlﬂ' 14 tjaginy] 7| 6| 1 12] ?H




BACKGROUND
TO THE STRATEGY

The need for investment promotion

Transformative economic development in the 21st Century is driven by the private sector, including FDI,
which collectively represents all the sectors, activities, markets, technologies, skills, and distribution
channels which a country does not have but may aspire to, Since 2008, developing Asia has attracted more
FDI than any other region in the world. Yet Pakistan, which is centrally and strategically located in this region,
has not enjoyed the kind of FDI inflows that transformed others in Asia such as China, India, Indonesia, Viet
Mam, Thailand, Malaysia, and Philippines. Pakistan's annual FDI inflows have fluctuated within a narrow
band averaging 51.8 billion in the decade to 2019, a level comparable to that of Bangladesh.

Within Pakistan, Khyber Pakhtunkhwa Province has lagged behind the larger provinces of Punjab and Sindh,
If investrnent, and FDI in particular, is to have a transformative effect, its growth rate, sectoral composition,
and geographic distribution within KP must greatly improve, The KP-BOIT investment promotion strategy
aligns with its core mandate, and plan for supporting the provincial government's Industrial Policy 2020,
Economic Recovery Plan 2020-2023, and Commerce and Trade Strategy 2020, as well as the national
investment promotion strategy.

Government intervention along the investment life cycle

Government policies, institutions, and activities which help to mald an investment climate should reflect
the needs of investors across the investment life cycle as illustrated in Figure 12.

Table 12. The investmend life cycle

rrrrrr O O O O G R R R N R R R NSNS .

VISION &
STRATEGY

LINKAGES INVESTMENT
RS ATTRACTION
INVESTMENT INVESTMENT ENTRY
PROTECTION & ESTABLISHMENT
& RETENTION =%
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The policy context for investment promotion in KP

Through this strategy, KP-BOIT intends to harmonize and provide operational detail to three drivers of
investment promeotion in KP, as illustrated in Figure 13. Further analysis of these drivers, their challenges,
and KP-BOIT's approaches to implementation are provided in Annex 1.

Figure 13. Thres drivers for a KP-BOIT investment promotion strategy

Government
plans:
Industrial Policy
2020-2030 and
Commerce and
Trade Strategy
2020

KP-BOIT
Investment

Promotion Int'l best
Mandate: ractices:
Objectives and ’ Stratﬂ'gy ( InFEt'ituﬁunai
mandates of 2021-2025 framework &
KP-BOIT Act promotional services

for imvestiment &

2015 trade

The institutional context

Investment and trade promotion is an entire government endeavor, requiring a full suite of institutions
specialized in economic policy-setting, investor services, sector development, business regulation, and
public resource management. KP's strategy benefits from having a full institutional framework as depicted
in Figure 14,

Flgure 14. ¥ institutional landscape for the promotion of investment and trade

KP'S
INSTITUTIONS
FOR THE
PROMOTION OF
INVESTMENT &
TRADE

KP-BOIT {Investment Lead )

B industry & Commerce Dept. (Trade Lead)
Sector-focused ministries & depts.
KPEZDMC

PPP Unit

SIDBE

Federal | TDAP & SMEDA
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CHAPTER 2: BACKCRACLUMD TO THE STRATEGY

Principles underlying this strategy

KP-BOIT recognizes the principle that attracting investment requires a proactive approach where results are
attributable ta KP-BOIT's own interventions focused on proactively converting received and self-generated
leads into operational investment projects and, then, nurturing their long-term success. As such, this

strategy represents KP-BOIT's commitment to implementing best-practice investment promotion. These
principles are presented in Figure 15.

IMPACT ORIENTATION

Singularly ariented toward generating
concrete results (nof just activities or
outputs) across KP Province

SECTOR FOCUS

FoDus on seclorns with greatest
promiss of development impact,
Corresponding capacity development
and organizational structure

FOCUS ON HIGH-IMPACT
INVESTORS
Prioritization of strategac investment

leads based on objective criteria for
anhcpated impact

TARGETED ACTIVITIES

Difoprentiated lpwvels of service and
proactive targeting for irmeestars based
o Qriarity kevet

APPROACH TO STRATECGIC
INVESTORS
Sector-specialized account managers

assigned 1o each leadfinveston (o own
its conwershon and Impact realization

SYSTEMATIC OPERATIONS

1%, IR, standard aperating
procedures (SOPs), NMEE, investrmant
QimbLidsman

STRONG, WELL-COORDIMNATED
PARTHERSHIPS

Coordination with multiple prosincial
& federal investment-promating
insrituiions 1o makimine speaalizatton
and mutual suppart
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The need for a specialized and well-coordinated KP-BOIT

As per KP's vision, the lead institution for investment promotion, KP-BOIT needs to have a clear strategy in
setting the scope of its own work and build the appropriate technical capacities. As such, in Figure 16 KP-
BOIT summarizes its strategic approach to fulfilling its mandate {as set by KP-BOIT Act, 2015} and the
government's wishes for KP-BOIT's role in Industrial Policy 2020 and Commerce and Trade Strategy 2020,
Further discussion of KP-BOIT s strategic approach to its mandated tasks is provided in Annex 11

Figure 16, KP-BOIT Strategically Selective Foous

A L AR EE R

CHAPTER 2: BACKCRACLUMD TO THE STRATEGY

KP-BOIT capacity for strategy implementation

KP-BOIT will build the capacity to deliver on its strategy by developing crucial intelligence, systems, and staff,
as outlined in Figure 17.

Figure 17, KP-BOIT Capacities to be buikt

Intelligence

Investment
promotion agency

best practices
(KP-BOIT Act, 2015)

Coordination of all
investment-related
bodies
{Industrial Policy,
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(Commerce & Trade

Strategy, 2020)
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anline w/ assistance to projects business acoess to new
of strategic importance technologies
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and policy advocacy fincl. 3. Advise KPFEZDMC on 3. Support IC Dept.'s
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facilitation center for offices with information
park/zome tenants and advice
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SECTORAL FOCUS OF
THE STRATEGY

Accounting for the COVID-19 pandemic

With an economic growth rate which has exceeded that of Pakistan's other provinces and a relatively
improved security situation in KP's industrial areas, KP is poised to grow its industrial base and reverse an
earlier exodus of investment. New value propositions for higher levels of processing and domestic value
addition may have begun to emerge. The present strategy accounts for the immediate consequences and
longer-term uncertainties arising from the COVID-19 pandemic. Whatever the circumstances of the
moment, any good investment promotion strategy for KP-BOIT is based on immediate and long-term
competitiveness factors., However, with the advent of the COVID-19 pandemic, the sectoral
competitiveness, value propositions, and potential investors of these sectors reguire reexamination in light
of global supply and demand disruptions.

With respect to KP-BOIT's investment promotion strategy specifically, the most immediate, short-term
implicatiaon is the nead to help astablishad investors minimize business losses, lay-offs, divestmants, and
their attendant developmental setbacks. In the long-term, the main implication for the present five-year
strategy is the need to frequently review and adapt it for the changes in competitiveness which may arise
from fluid, pandemic-related circumstances.

Short-term implications for KP-BOIT's strategy

The recent focus of the KP government's investment promotion has been two-fold: the revival of closed
firms and the attraction of new investors to economic and social infrastructure and natural resource
development. KP-BOIT's strategy now increases it emphasis on managing relationships with investors in
order 1o support their operations during the COVID recovery period to avoid potential disinvestment and
associated losses in employment and other adverse effects. KP-BOIT may do this by directly contacting the
province's most important and at-risk investars to understand their current status and issues, and possible
remedial government actions. KP-BOIT will coordinate with public and private partners to take concrete
remadial actions and to manage the government's relationships with investors,

Annex |l presents a plan for the formation of a pandemic quick-response task force to call priority existing
investors, identify actions needed to prevent closures and mitigate operaticnal problems, and to
brainstorm and advocate remedial actions within the government.,

Priority sectors

KP's priority sectors for investrmeant promotion have, until recently, been focused on re-attracting departed
investors; expanding primary production of agriculture, livestock, and minerals; improving infrastructure
and logistical services; nurturing cottage industries; upgrading quality levels, technology, and skills of KP's
manufacturars; and growing the tourism industry. While this policy-setting has responded to tha immediate
needs and opportunities, KP-BOIT is also taking a long-term approach to serve the planning of the KP
government, to transform the economy, and to put the province on a trajectory for greatly improved value
generation. This starts with a prioritization of sectors based on their demanstrated international
competitiveness for investment attraction and on their anticipated development benefits.

‘Average of 5.1% in BP durlng 2013 te 2017 versus 4.5% in the rest of the country, according to Aslan Development Bank
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As a first step toward this impact-oriented, sector-based strategy, KP-BOIT will undertake a sector
assessment to determine the most internationally competitive and developmentally impactful sectors in
which KP-BOIT's promotional work can have the highest marginal impact. These priority sectors will be
reviewed annually in light of results and changing economic circumstances, for example status of the

pandemic recoveny.

Until this profiling exercise is completed, KP-BOIT will take its priority sectors from the government's stated
priorities, Industrial Policy 2020, and Commerce and Trade Strategy 2020. These sectors are presented in

Table 7.

Table ¥. Sector priorities of KP-BOIT's strategy

SECTORS TO BE PROACTIVELY
PROMOTED BY KP-BOIT

Agribusiness, including basic processing of
agricultural outpat and livestock and
raanufacturing and distribution of inputs and
SUpQOrt services

Food and beverage manufacturing

Quarrying and processing of non-metallic minerals
for construction materials, including cement (2.8,
marbie, limestone, sandstane)

Infarmation technology and IT-enabled services

il and gas processing (e.g, refining,
petrochemical prodection) and support services
{e.g., drilling, engineering services)

Electrical and electronic components (e.g., electric
turbines)

RATIOMNALE FOR THE
SECTOR'S PRIORITIZATION

Incentivizes and anables good agricultural
practices (GAF), larger-scale production, and
output of higher guality and consistency. SUpports
rural employimant.

Adds value bocally to domestic agricultural output
CHfers consumers local alternatives to goods
imported from other provinoes or countries,
Devalopmental entry point to greater
industrialization

Increases local retention of natural wealth,
Provides local availability of high-guality
construction materials which wauld othersise be
very castly o impart,

A higher-wage, higher-tech sector. Facllitates
enabling services and infrastructwre. Supports
diversification of economy from primary sector,

Increases local retenton of natural wealth. Uses
the sector as & catalyst for development of heawy
mignufacturing.

Highes-wage, higher-tech, higher-skH|
rmanufacturing sector. Greater stimudant for
industrial imnovation, professional services, and
miore adhvanced manufacturing

SECTORS TO BE PROMOTED BY OTHER INSTITUTIONS WITH ADVICE AND SUPPORT FROM KP-BOIT

Primary agriculture production (Agriculture Dept.)
SEZ development and management (KPEZDRAC)

Tourism {Sports and Towrism Dept.)

Hl and gas exploration and extraction {Energy and Power Dept .

Wining of metaliic minerals and gemstones (Minerals Development Dept.)

Housing development and management [Howesing Dept.)
Hydroalectric power generation (Energy and Power Dept.)

-
L]
L]
L
-
L]
-
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CHAPTER §; SECTOSAL FOOLIS OF THE STRATECY

Analysis of investment potential of KP's sectors

FOOD
PROCESSING

Food and agribusiness offer the best oppertunities for investment attraction but require government
handholding intervention. Food has perhaps the maost stable demand of any good during the pandemic.,
With the growth of Pakistan's middle class and agricultural output, KP offers good growth potential to
foreign investors with projects in agro-processing. This is likely to be further boosted as transportation
infrastructure and logistics services are strengthened under CPEC and especially if KP maintains its best-in-
country growth trajectory.

KP sits on the periphery of the CPEC
corridors with minimal direct participation
for non-petroleum infrastructure at
Rashakai and Dera Ismail Khan, so it may
have difficulty attracting many processing
projects for agriculture grown outside of
KP and to be sold outside of KP. However,
provincial stakeholders may, at aminimum,
strive to ensure that maximum wvalue is
added to KP-produced agriculture before
leaving the province. Peshawar, Rashakai,
and KP's border crossings with Afghanistan
have potential to become hubs for
warehousing, processing, packaging, and
trading of goods leaving and arriving to the
Newly Merged Districts and Afghanistan.
Modern logistics terminals will be
supported by the government of KP to
promote cross-border trade and establish a
strong food supply chain.
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GEMSTONE PROCESSING,
JEWELLERY MANUFACTURING,
AND INDUSTRIAL MINERALS

As home to the Hindukush, Karakoram, and Himalaya mountain ranges, KP is Pakistan's largest source of
pams and minerals, including a wide variety. KP has estimated reserves of 70 milllon carats of emeralds,
which in 2017. For the most part, these were minimally processed, leaving ample investment opportunity
for higher level processing, such as modern high-quality cutting and polishing, jewellery production, and
manufacturing of industrial-grade minerals.

An industry rule-of-thumb is that gem miners receive
only around 10 percent of the final jewellery sale price,
with the rest gaing to traders, processors, jewellers, and
retailers in other countries with established value chains,
such as India, China, and Thailand. Capturing a larger
share of value addition to mineral resources would
create jobs, career paths to increased wealth, and
developmeant for people working in the mines or
surrounding areas, while at the same time improving
government revenue, Together with appropriate
structural and institutional adjustments, private
investment could play a role in helping generate
technical expertise and machinery and move to a mare
formal and socially responsible mining sector.

LOGISTICS

With growth in industry and agriculture,
cames higher demand for logistics
services in which private investment
would likely play a leading role for services
such as cold chain logistics, port and dry
port operation, warehouse services,
freight forwarding, and trucking. The
apparel sector, in particular, is consideraed
a bellwether for growth in logistics.
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CONSTRUCTION

MATERIALS

KP's cement manufacturing is well established
with several firms leveraging KP's abundance of
limestone, and creating opportunity to produce
ready-made concrete praducts, such as roofs. As
a province with significant forestry resources,
wooden construction materials and particle
board are another area of significant patential
which, if developed further, would help to
diversify and strengthen KP's position as a
manufacturing hub for construction materials,
Other products identified as having significant
potential include ceramics, tiles, paints, and
materials for prefabricated structures.

§
- -|I'|
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ELECTRICAL &
ELECTRONIC/(
COMPONENTS
INCLUDING.°
FIBRE-OPTIC . _.ii'
CABLE AND OTHER
ICT EQUIPMENT

KP's early experiences with electric turbine manufacturing
have been successful enough to win the sector status as a
priority cottage industry within Industrial Policy 2020, There is
also interast in KP as a location for assembly of consumer
electronics, such as phones and computers. Pakistan's ICT
sector is projected to outpace general economic growth
during the pandemic, creating a quickly growing domestic
demand. KP's low wages and proximity to domestic and
regional infrastructure projects give it a basis for competition
ir this sector
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KP-BOIT's INVESTMENT
PROMOTION STRATEGY,
2021-2025

Vision and strategic objectives

KP's sectoral strengths and developmental priorities lead KP-BOIT to the 5-year vision, and strategic
objectives presented in Figure 18.

Figura 18, KP-BOIT s vision and strategic objectives

I 0 O I

S-year vision Strategic objectives

Investment projects serving both KP-BOIT waill realize this vision for investrment I:hl‘-l,:ugh fewur parallel

. i SCONEMEC pati:
domestic and export markets will Ll

inject KP's private sector with
weorkd-class know-hiow, technology,
and global market connectivity,
particularly in manufacturing,
logistics and IT-enabled servieas.
Investment will also play a major
role in building up the econormic
infrastructure which will enabla
the realizaton of KPs wision for

regional Beonamic

Establishing highly industrialized, agro-processing
hashs b rival those o Punjab, Sindh, and regional
competitors such as Bangladesh and to retain

miaximurm value addition for KP

Diversify manufacturing ints rmultiple sectors aimed
at both domestic and export markets

Strengthening KP'Ss position as a conduit tor trade
imfrastrecture, and logistics with Gwadar, inland
China, the country's north, and Afghanistan

Cultivating a nascent community af modest | T
companies to establish KP as a player in this sector
of the future, including in e-commerce and other
IET-enabled servicas
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Establishing highly industrialized, agro-processing hubs to
rival those of Punjab, Sindh, and regional competitors such as
Bangladesh and to retain maximum value addition for KP

Pakistan as 2 whole exports large amounts of agricultural, fishing, forestry, and mineral goods with minimal
processing, leaving most of the value addition and commercial wealth to be reaped outside of the country.
Good development practice, the Industrial Policy 2020, the Commerce and Trade Strategy 2020, and
national development plans dictate that public policies at all levels of government support the building of
greater domestic processing capacity, whether by domestic or foreign companies. This is meant to optimize
domestic retention of natural resource wealth and, in the process, to create jobs and introduce higher skills
and technologies, which in turn strengthen the general productive and innovate capacity of the region. KP-
BOIT will target new investors in agroprocessing and logistics to achieve the economies of scale and time
efficiencies that will allow it to compete as an agroprocessing hub,

KP-BOIT recognizes the Departments of Agriculture and of Industry and Commerce as more appropriate
lead institutions for the promotion of domestic investment in primary agricultural production. KP-BOIT will
seek a direct role for FDI in agro-processing, logistics services, and construction and operation of
transportation infrastructure. Globally, there are very few FDI projects in primary output, at least in part
because of the land-intensity of such projects and the legal and sociopolitical issues around them. Land
issues are similarly challenging in Pakistan generally, and this will not be a focus of KP-BOIT's proactive
investment promotion efforts. FOI will also be sought from suppliers of agricultural inputs, such as seeds,
agrochemicals, equipment, and machinery, and as service providers, such as those providing machinery
leasing and warehouse services.

Agro-processors engaging domestic producers in contract farming arrangements are particularly valued in
this strategy, as they are an important means of achieving a transfer of good agricultural practices (GAP),
high-guality inputs, and modern agricultural technologies to KP's farmers.

Long-term strategic objectives include i) maximizing domestic agroprocessing for greater food self-
sufficiency and for greater diversity of products, end uses, and export markets, (i) fuller adoption of post-
harvest best practices and equipment, allowing for longer storage periods of agricultural products to ride
aut periods of market or distribution shutdowns, and (i) development of a modern logistics sector,
including warehousing, cold storage, and increased palletization and containerization.

Accordingly, KPBOIT will hawve to tallor efforts to develop (i) a stronger emphasis on establishment of forelgn-
domestic linkages, such as through contract farming, and {ii) a strong validation of KP-BOIT's focus on food
processing and logistics-related infrastructure, which would be prioritized above export-oriented textiles
and apparel, which is arguably the most pandemic-constrained, for near-term investor-targeting.

Diversify manufacturing into multiple sectors aimed at both
domestic and export markets

With a population of 36 million, Khyber Pakhtunkhwa has considerably more people than high-income,
industrialized countries such as Australia (26 million) and Taiwan {24 million), however KP's population is
more dispersed with relatively few urban areas able to offer a workforce that can sustain multiple major
industries. Whereas Australia has 8 cities of more than 400,000 people and Taiwan has 15, KP has anly 1:
Pashawar. With this limited urban workforce, individual desirable industries which EP could competitively
host may be lost to other parts of the country as individual companies go elsewhere and begin to form
natural clusters. Developing multiple industrial clusters across KP will require geographic specialization with
1-2 major industries dominating per city. This specialization s consistent with KP's push to establish SEZ2s
around the province, which may be designed to specialize in this way.

CHAFTER &: ¥F-20iTS INYESTMENT PROMOTICON STRATECY. Z0Z1-2025

To achieve a greater share of FDI projects, KP-BOIT will undertake sector-specific policy advocacy, provide
investors with world-class project facilitation, perform investor-targeting, and help build the capacity of
public institutions to do these things. Creating a conducive business enwvironment consists of reviewing and
streamlining government regulations and procedures on paper, as well as creating shared productive assets
to facilitate business, such as sector- or product-specialized industrial parks and 5EZs. Project facilitation for
KP-BOIT consists of (i) intervening with government partners to ensure that those regulations and
procedures are applied properly, promptly, predictably, transparently, and with government accountability,
and (i) directly providing excellent customer service and project management to ensure that a project
proceeds from inquiry to announcement to start-up successfully.

Long-term strategic options within this sector include the diversification of export markets, the attraction of
input manufacturing from China to KF, the attraction of investors who would bring greater product diversity
and higher value-addition as a hedge against market disruptions in narrower market segments.

Strengthening KP's position as a conduit for trade infrastructure
and logistics with Gawadar, inland China, the country's north,
and Afghanistan

At USS2 billion and 51.2 billion in 2019, China is Pakistan's2ndlargest export market and Afghanistan is its
5th. KP competes for a share of this trade with Balochistan for Afghanistan and loses out on most of the
Chinese trade with Pakistan's seaports. However, both national governments anticipate increased border
trade as CPEC and the various development plans of Pakistan and KP's governments are implemented. As
the geographic gateway to China, KP is well positioned to benefit from any increased overland trade with
China and aims to handle trading, grading and sorting, repackaging, processing, and other export-related
activities for agricultural and mineral goods leaving the country by land.

Long-term strategic options include diversification of the sources and modes of infrastructure investment,
including by advocating for higher capacity among KP-BOIT's public partners responsible for designing,
promoting, and administering PPPs.

Cultivating a nascent community of modest IT companies to
establish KP as a player in this sector of the future, including in
call centers, software development, e-commerce and other IT-
enabled services

FY 2019-20 was a record year for Pakistan's IT exports, which reached 51.2 billion. This is led by more than a
dozen firms with sales in the tens of millions of dollars and dealing in a wide variety of services, such as
finance, internet infrastructure, Big Data and Internet of Things, healthcare management, cloud-based
services, payment systems, and software services. Although such projects, and those in other globally
emerging IT subsectors such as artificial intelligence and robotics, may have high skill requirements, they
typically have lower land and infrastructura requirements than many manufacturing industries. KP-BOIT
will work with the KP Information Technology Board and technical universities to target this sector to ensure
that KP's investment promotion is sectorally balanced and includes high-skill jobs of the future,

The large majority of these FDI projects and domestic start-ups have been located elsewhere in Pakistan,
but KP has seen a share, produces graduates with the appropriate IT skills, has a budding electronics and
electrical component sector to support hardware manufacturing and servicing, and may be able to draw
projects away from other provinces in Pakistan on the basis of lower operating costs without suffering from
the increased distance to ports.
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By advocating the development of targeted skills and infrastructure, KP-BOIT aims to stimulate a budding IT
ecosystem and achieve the critical mass needed to compete for investment projects in software
development, business process outsourcing, e-commerce, and e-government.This will involve public-
private dialogue and partnerships among government, global IT firms, local entrepreneurs, and TVET
institutions for development of the ICT sector.

While the health sector is generally viewed as a sector of opportunity for investors during the pandemic,
these opportunities are largely limited to the manufacturing of personal protective equipment, diagnostic
tests, therapeutics and vaccines, and related medical equipment. This is a narrow basket of products within
the larger health sector, which more generally has been stressed by postponement of non-urgent services
and delays in research and development. IT and IT-enabled services, however, have seen strong demand
growth globally and have become an even more essential enabling factor for many sectors as shopping and
many services have moved from in-person to online during the pandemic. Even in the health sector, “e-
health” consultations have become a growing alternative to in-person consultations during government-
mandated shutdowns.

Impact targets and indicators

KP-BOIT will contribute to the achievement of the development goals set out in Industrial Policy 2020 and
Commerce and Trade Strategy 2020 through the major institution-level impacts presented in Table 2. These
were selected both for their concrete development benefits and for the feasibility of accurately tracking the
relevant indicators. Specific targets for each indicator will be agreed with KP-BOIT’s board of directors and in
consultation with public and private sector stakeholders. The indicators for these impact indicators are
giveninTable 8.

Table 8. KP-BOIT's impact indicators for 2021 and beyond

2021 Target Cumulative 2021-2025

1275 million (approx)

Value of capital investment $100 million FY23: 5225
(Mobilized) FY24: $350
FY25: $450
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PROMOTIONAL ACTIVITIES
AND SERVICES TO DELIVER
ON THE STRATEGY

Toachieve itsimpact targets, KP-BOIT will adopt best-practice services and activities, as well as periodic fine-
tuning of the strategy through ongoing monitoring and evaluation of performance and results. Investment
promotion can be understood from KP-BOIT's perspective, in terms of “activities” along the investment
policy and promotion life cycle, and from the investor's perspective, in terms of specific “services” provided
tothem.

These investment promotion activities and services will also produce information, resources, and networks
which may also be leveraged for the benefit of trade promotion. These synergies are expected in five areas:

of busi rt-up, including
Research on the business opportunities and obstacles in priority sectors, markets, and products

1 of NOCs, licenses, permits, etc.
2:
3. Public-private dialogue for regulatory simplification and sector development
4.
5

Policy advocacy for regulatory ion and sector
. Work to establish linkages between foreign investors, on the one hand, and domestic investors as
their suppliers, service providers, strategic partners, and/or joint venture partners, on the other hand

Investment promotion activities

The IPA activities deployed to attract investors and to help them establish, expand, and link to the local

economy are widely known as:

1. Investor targeting (a.k.a., investor outreach and proactive promotion) is proactively targeting
investors identified as being desirable and likely to invest, in order to present them with tailored
business cases for selecting a given location.

. Site selection facilitation attempts to convert investor interest into a decision to invest,
through the provision of information and assistance during the site selection process.

. Start-up and operational facilitation then helps convert that decision into an operational
project.

. Even after a company becomes operational, it remains a potential source for new investment, often
called “reinvestment” when it comes from an existing investor. Identifying potential for reinvestment
and facilitatingit: ization is a dis 1 of investor aftercare.

. AsIPAs are not generally policymakers, their investment climate reform efforts fall into the category of
policy advocacy, whereby they identify obstacles to competitiveness and support relevant
decision-makers and stakeholders with the formulation and implementation of solutions.

~

w

IS

w

A strong operational foundation for investment facilitation
and policy advocacy

KP-BOIT's leadership role and interagency mechanisms for systematic and proactive facilitation and policy
advocacy have already been organized in the form of KP-BOIT's new Business Facilitation Cell and its
collaboration with BOI and WBG in the Ease of Doing Business regulatory reform initiative. The procedural
streamlining and digitization resulting from these initiatives have led to the KP Official Business Platform,
which will provide investors with direct access to provincial and federal authorities in one place.

KP-BOIT's capacity to facilitate investment will be further enabled by the KP government's aim of
operationalizing 10 new special economic zones and 19 new industrial estates around the province.
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RASHAKAI

Prioritized Special Economic Zone
under China Pakistan Economic Corridor
(CPEC)

i e e
: # f_; b
# ..-:.';"" #‘
o T—

—
-

—— - -

= T‘h _

e

.ﬂ-"“_‘

Area:
1000 Acres

Employment Generation:
200,000

Expected Investment:
UsSD 1.124 Billion
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Project Cost:
& USD 128 Million
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KEY FEATURES

Exclusive One
Window Service

*
l Duty Free

Import

*
*

Tax Holiday
For 10 Years

24 (7
Security

Telecom & IT
Infrastructure

Emergency
Services

Uninterrupted Supply
of Electricity & Gas

Industrial
Clusters

STRATECY

Garments & Textile Products

Home Building Materials

Electronics and Electrical Appliances
Automobile & Mechanical Equipment
General Merchandise and Sports Goods
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Investment promotion services

The distinction between services and timing-specific functions is an important one for KP-BOIT and its
stakeholders. For example, aftercare is known to be of vital importance to getting all the development
benefits possible out of investment. Under the classical notion of investment promotion, an IPA can claim to
provide aftercare simply by retaining some contact with investors after they start operations, regardless of
the extent, quality, or impact of that contact. However, aftercare is really a bundle of services provided to a
diverse set of investors, which should be continuously monitored and refined for greater impact.

Following the World Bank Group [WBG) framework for investment promotion, KP-BOIT recognizes 24
distinct services commaonly provided by IPAs and valued by investors, as detailed in Annex [V, On the supply
side, not all services are provided by all IPAs, and where a service is provided, it is not always done with the
same level of tailoring and effort. On the demand side, not all services are equally demanded by all
investors, and not all investors requesting a service are equally deserving of an |PA's time and resources (e.g.
market-seeking investors requesting market research). IPAs, lika a business, need to show a return on their
expenditures to justify continued funding and support, and so they should be strategic in their service
delivery. Understanding what it takes to effectively deliver the right bundle of services to the right investors
is critical to IPA effectiveness.

The 24 services can be divided into the four categories below (in bold):
® Marketing their location's most competitive sectors to investors
#® Providing investors with the information and assistance needed to confidently:
a. Select the location over other possible investment locations
b. Start operations
c. Operate sustainably, expand, and establish progressively stronger linkages local with companies
and stakeholders to extract maximum development benefit
» Advocating investment climate reforms conducive to business investment

These categories capture shared characteristics, in terms of the skills, inputs, resources, and access needed
for effective delivery of the services. Each service has a role to play at every stage of the investment life cycle,
with the exception of marketing services during the entry and establishment phase. A 2017 global survey of
IPAs by WBG found that most IPAs tend to over-focus on the attraction stage and neglect opportunities for
reinvestment and linkages. KP-BOIT intends to avold this pitfall and ensure the robust pursuit of investment
and its development benefits throughout the full life cycle by planning and equipping itself to deliver the full
suite of services at every stage of the life cycle, as outlined in Annex IV.

Strategic differentiation of service levels

Mot all services are equally demanded by all investors, and not all services demanded by a given investor are
of equal importance to the investor's location decision. Similarly, not all investment projects offer the same
returns on the |PA's use of its time and resources. As such, KP-BOIT will offer its services selectively to
investors based on their level of potential strategic value to KF. Dubbed "strategic,” “priority,” and "valued”
investors, Figure 19 illustrates corresponding levels of service for each priority level.

KP-BOIT will determine which level of priority to assign by evaluating and scoring each new lead against
projectcriteria at intake.
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Flgure 19. KF-B0HT's differentiated levels of service, by investor priorty level

Proactive, _tail::-r_gl:l, A-to-Z facilitation & aftercare

STRALTEG lc Quarterly visits to investor by account manager

1 0 % Inclusion in high-level PPD

OF CLIENTS Tailored linkage events
PLUS, all services offered to Priority and Valued Investors

Sector-specialized account manager assigned
PHI‘DRI I Y Reactive, tailored facilitation and aftercare
20% Monthly phone call to investor by account manager
OF CLIENTS IiEtueton in scebor speciviz seninars i nawarking events
PLUS, all services offered to Valued Investors

VALUED General and self-service facilitation through one-stop
info center and web site

70% Tracked in CRM

OF CLIENTS Inclusion in mass information services

Collaboration with and support to other
investment-promoting institutions

The best-practice institutional division of labor for investment promotion draws lines by sector and mode of
investment, as these demand different technical skills and forms of government participation, which are
generally across a range of specialized government institutions. In KPR these institutional lines lead to
specializations in:

# Domeshcinvestment

# FDI for povernment-conceived projects, by sector

¢ Foreign financial and direct investment for under-resourced domestic investors
® FDI driven by its own market purposes

KP-BOIT is the natural lead to promote FDI driven by its own market purposes, and it will focus an this area as
the one where it can have the biggest marginal impact for the province. However, KP-BOIT will also
collaborate with and support the other provincial and federal institutions promoting investment in FDI for
povernment-conceived projects, such as the Department of Agriculture for crop cultivation and animal
husbandry, the Department of Mineral Development for marble, gems, and minerals, the Department of
Energy and Power for hydroelectric power, and KPEZDMC for SEZ development and operation.

KP-BOIT will offer support to these partners in the forms of (i) advice on how to select projects which are
genuinely marketable {not simply a government wish list) and prepare project profiles that can satisfy
investor information needs and pique interest, and (i) present a searchable database of the partner'
projectson KP-BOIT's online business facilitation portal,

&7



STRATEGY
IMPLEMENTATION

KP-BOIT's implementation of the present strategy will require adoption of three internal systems: an
investor relationship management system {IRMS), an investor information system (115), and a system for
maonitoring and evaluation (M&E),

Investor relationship management system

KP-BOIT will adopt a client relationship management (CRM) software which will serve as its internal
database for managing leads, issues, and relationships and for tracking development impact of projects.
Together with the necessary hardware, user protocols, and management oversight, the CRM will constitute
KP-BOIT's investor relationship management system (IRMS), asillustrated in Figure 20.

KP-BOIT's investor relationship management will involve assigning each investor a single point of contact, an
“account manager,” to promote personalization, good customer service, and deeper institutional memaory.

Figure 20, Elernents of an immestor relationship management system

Information Management Standard operating
technology procedures

# S0P for data entry,
perfarmance
evaluation, results
ragorting, & systems
ralntenance
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Investor information system

To effectively persuade potential investors to select KP over other locations, KP-BOIT must arm itself with
the information investors themselves use to evaluate KP against other locations under consideration. This
body of information, when well and proactively maintained, will be detailed, up-to-date, credibly sourced,
and cover all predictable, standard inguiries. This will allow for quick compilation of high-quality ingquiry
respanses, allowing for EP-BOIT's facilitation time and effort to be spent on greater tailoring to project
specifics. ;

When well-organized and augmented with promotional features, 15 documents will be made widely I
available, including infon/through:

# [ndividual inguiry responses and investor-targeting campaigns
# Websites: downloads, databases, interactive graphics

& |nternal digital library with index :
® Accessibility of information to investors and partners, especially other [PAs (A provincial IPA that feeds

Bdanth of implementation
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AGRICULTURE
& LIVESTOCK

Agro Based 5EZ [Agro food processing, Agro Non-
Food processing, Light Engineering)

Large Scale Dairy Farms & Milk Processing
Large scale slaughterhouses

Mega Food Processing Park

Quality Fruit Plant Nursery Production
Disease Free Zone for Meat Export
Veterinary Vaccine development and
production against prevalent Disease

INVESTABLE
OPPORTUNITIES
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TOURISM

Tourist Recreation and Hill Resort at
Bahrain, District Swat

Tourist Recreation facilities at
Thandyani

Integrated Tourism Zones (ITZs)
Kumrat Cable Car

Tourists Recreational and Theme
Park at Hund

Tourism Resort at Takhtbhai
Archaeological Remains

SCIENCE &
TECHNOLOGY AND
INFORMATION
TECHNOLOGY
DEPARTMENT * -
PROJECTS

® Advance Center of Genomics

¢ Center for Development of Artificial
Intelligence Robotics

® Data Analytics and Scientific
Compubing Laboratory

#® Fabrication Laboratory L

& Economic Development through
Mano-5ciepnces and Technolopy

® 5Sclence, Technology & Innavation
Parks
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ENERGY &

POWER
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ASSESSMENT OF KP'S
INSTITUTIONAL
FRAMEWORK FOR
INVESTMENT PROMOTION

An increasing number of countries and sub-national regions and cities across the world have introduced
capacity to proactively promote their locations for investment and to facilitate the needs of interested
investors, it is estimated that there are now well over 1,000 IPAs around the world, with a proliferation of
new subnational IPAs, particularly in transitioning and emerging economies, It is, therefore, critical for any
location looking to attract mobile international investment to ensure that it is able to offer investors a well-
coordinated approach across government.,

The successful attraction of investment is never the achievement of a single body. It reguires the
coordination of many public and private sector stakeholders. The concept of working across many public
and private stakeholders has become increasingly impaortant in public administration and management
theory and practice. Complementarity, consistency, and a good articulation between investment
promotion-related bodies is crucial for Pakistan and KP Province to meet the current economic challenges
through the retention and attraction of the necessary investments in sectors that optimize natural resource
exploitation and build up infrastructure, but also to move beyond to the generation of high numbers of
higher-skill, higher-wage jobs in new manufacturing and service subsectors linked to global value chains
(GVCs) and global markets.

Any investor perception of complicated or confused institutional arrangements is oftan interpreted as
increasing the commercial risk of operating in such environments. Conversely, higher levels of coordinated
support and assistance is correlated with higher levels of investment. The attraction, set-up, and operation
of investments always require coordination of many public and private stakeholders covering various
eConamic sectors and many areas of government invalvement.

Most large countries have a multitude of public and private badies that, in one form or another, seek out
private investment. In a high-functioning investment climate, these bodies would typically have little
overlap and be well-coordinated, each adding value to the collective effort through specific expertise and
focus. Pakistan and KP, too, have the same array of investment-related bodies, but their division of labor and
coordination as investment promoters remain under-developed. Table 11 presents the most relevant
within KP and their optimal roles.
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Table 11, KP's tearm of inctituticns for investment promotion

Despartmaivts and other otfboes

Rale in an cgtimized institubianal framesark

Prlicy-setting

Office of the Chief BMinister

tats highest level economic wision and objectives, including for private sector
development ard tha role of private investmaent, recommands begal mandates,
dalegates autharities, owarsaes coardination, and halds insttutians accountabla

Flanning and Deswelopmaent

Master planning, financing, and coordination

Industried, Commernse, and
Tedhnical Education

Setting of industrial policy, intluding sector developrment; industrial research,
priority-setting, and coordination, design and delivery of industry suppart
services, inchuding skill development and entrepreneurship

Imvestor services

EPF-BOIT Marketing to foralgn nvestors; prowision of Information and asslstance to
facilitate establishment, start-up, and operaticns; policy advacacy on behalf of
Invastors

KPFEZDRAC Dewenlops, manages andfar rahabilitates industrial gstates and special sconomic
ones either directly or through private partners for larger industries

SIDE Dewelops and manages srmall industrial estates for SMEs and cottage industries

SHIED, kP Provides business development services o SMES, capacity-building toe SME
buginess associatians, policy guidance 10 the govermment, and sedar research 1o
itakehalders

PESCO Electricity provider

WWSSC Water and sandtation services provider

Public réesource managemenl

PP2  Unit {under the PRP
Committes, within PED)

Pramotes and facilitates private financing of infrastructure projects through an
enhanced legal and regulatory framework, policy guidance to government, an
invertery of projects, capacity-building of related governmaent institutions, and
Awarenes-rasing among stakebolders

Pakhtunkhvea EI‘II‘.‘TE‘,‘ Promotes and ladilfates prvate devalopmeant of EMErgy nfradbructure prajecls
Developrnent Drganizatian
CPEC Call Manages CPEC-related Molks, coordinates gowernment-wide peiorities and

palicies, inchuding the location and sectoral focus of industsial estates, and raices
awareness of OPEC and anticipated benefits

Sector development, business regulation, and public resource management

Agriculture Degartment

Sector research, master planning, poficy guidance, capacity-building, satension
services, eic. for the primary producers which are essential to KP -BOIT's effarts to
target manufacturers of food and agricultural inputs

Communication and ‘Works
Departrment

Promation and facilitation of rosd trarsportation infrastrocture develop ment,
sechor research, and poficy guidance

Energy and Power | Provincial policy-setting for energy and power, planning. coordination and

Cepartrment oversight of power project construction and maintenanoe

Highwiays Autharity Sector research, master planning, kand acquisitipn, policy gukdance, and awarding
of contracts for the development, corstruction, eperaton, and malntenance of
highways and roads

Infermation Technolgy Board | Promotion of Informaticn Technalogy, Information Technology enabled sarvices

ardd Infarmaton Technology enabded aducaton for public and private sector

Livestock and Dairy
Development Department

Sector research, master planning, polioy guidance, capacity-building, extension
services, etc. far livestock and dairy producers

0il and Gas Company

State-owned company far the exploration and eatraction of ail and gas

Prowincial Housing Authority

Master planning: promating and Facilitating priwate housng developrments and
hawsiag PPPs

Minaral Development
Department

As custodian of the prosince’s minerals, maps resources, fadilitates mineral
exploration, grants maning Bcenses, and regelates private firms

Tourism Corporation

Development and maintenance of tourism assets; sector master planning and
coordination; promotion and facilicatio noof tourist arrivals

bl
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Drawing on the investment life cycle, a summary of some overarching bottlenecks and areas for reform are
presented below, They reflect major challenges identified within the investment climate and their impacts
on investmant,

Vision and strategy

& The government of KP has newly articulated Industrial Policy 2020, providing vital vision and a strategic
outline for the development of the province's manufacturing sector. The vision is particularly clear in
identifying sick/dead and cottage industries targeted for revival and growth by domestic investors.

& The industrial policy requires subsequent elaboration of development plans for the private sector and, in
particular, FDI. As the policy stands now, FDI is regarded primarily as a financial enabler of domestic firms
and public infrastructure but not as a public policy objective in its own right. What government wants
from foreign investment and what foreign investors can expect from government are two different things.
The former is clear in KP, but the latter is not. An investment policy statement by the government of KP
would fill that gap and provide fuller guidance and basis of coordination to KP-BOIT and the dozens of
provincial and sub provincial authorities who aim to promote and regulate private investment.

Attraction and promotion

# KP-BOIT and its national counterpart Pakistan's Board of Investment (BOI) provide willing project
facilitation on a reactive basis and meaningful leadership in investmeant climate reform.

& Until recently KP-BOIT and BOI lacked strategies for increasing the guantity and quality of FDI inflows
through proactive targeting of investors in competitive priority sectors, persistent follow-up of leads, and
policy advocacy far targeted sector develapment, Mew strategies are an important step toward filling this
gap, but success still depends on building staff capacities and implementing critical tools and systems,
including CRM software and rigorous monitoring and evaluation (MEE).

o As KP enters this strategy period and aspires to outcompete other investment locations, it begins with the
benefit of a fuller institutional framework than many other subnational governments in the region.
However, the institutional division of labor for promotion is somewhat muddled, particularly along the
lines of domestic investment, foreign direct investment for government-canceived projects and joint
ventures with DD, foreign financial investment for under-resourced domestic investors, and foreign
direct investment for its own market-driven purposes. Each type requires different services and support
and, consequently, support and/or leadership from different institutions. This institutional division of
labor needs to be clarified with corresponding coordination mechanisms putin place,

Entry and establishment

* Start-up processes, particularly for obtaining land and utilities, make it challenging to start operations on
a predictable timeframe and at predictable cost.

® Pakistan as a whole rates poorly for investment climate, as indicated by its global rank of 108th for Ease of
Doing Business [EQDB), and within Pakistan, KP ranks below average, with Peshawar ranking 8th of 13
assessed cities. Among a number of feasible project locations, an investor selects the one that offers the
best combination for them of profitability, security, and strategic advantage. KP's government has
undertaken deliberate EQODB reform but has vet to pursue this as assertively as possible as a means of
increasing competitiveness relative to competitor locations within and without Pakistan.
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Protection, retention, and expansion

» Political risk is a key impediment to investment retention and growth. Investors face challenges around
changing policies and compliance requirements, as well as inadequate access to justice and investor
grievance mechanisms. This increases the risk of escalation of investor grievances and of disinvestment.

» Government priority has historically been given more to attraction than to retention, and KP-BOIT lacksan
investor aftercare program. This should be a strategic priority, as it is more expensive to attract a new
investor than to stimulate reinvestment from an existing one, and it is very difficult to reattract an investor
that has previously disinvested.

® From a security perspective, the province's history with terrorism and kidnapping present investors with
something between an image problem and a genuine ongoing security threat, depending on the specific
location of a project within the province, Greater, frank, systematic guidance from the provincial
povernment—delivered to investors by a specialized office or through KP-BOIT—on security situations
around the province would be a powerful tool for persuading investors that they can achieve their
required level of security in KP.

Linkages

o KF lacks regular, systematic, result-oriented activities to

o Link domestic investors to foreign investors as suppliers, service providers, strategic partners, and
joint venture partners

o Link investors to government and academia in an angoing collaboration to produce and employ the
most competitive workforce of the future

MNote on trade

# Despite the inclusion of “trade” in KP-BOIT's name, the legal act which provides KP-BOIT's mandate,
makes no mention of trade promotion. Peshawar offices of the national trade and SME development
autharities do provide some of the services which might be expected of a provincial trade promaotion
authority, however their service offering and geographic reach within KP may be less than the provincial
government would hope for.

ASSESSMENT OF KP-BOIT's
CAPACITIES TO DELIVER
ON ITS ENVISIONED ROLE

A paradigm against which to assess IPA practices

Best-practice IPAs design their strategies, services, and tools for the persistent, proactive conversion of a
pipeline of received and IPA-generated leads into actual (relinvestments and measurable economic impact,
They may vary in their strategic emphases, for example, in seeking investment leads more from new
investors in nascent sectors, more from existing investors in well-established sectors, or more from
particular new investors who can strengthen emerging clusters, but they are all very much concerned with
lead peneration and maximum conversion of those leads into ecanomic impact. This is llustrated in Figure
21, which presents "The Impact Pipeline,” a paradigm for understanding IPA best practices as a system for
optimizing IPA impact. The IPAs vary considerably on the degree to which they track leads at the various
stapges of conversion (e.g., knowing the percentage of leads which led to site visits during a given period of
time, by sector, lead source, etc.), but they all measure success in terms of impact and have strategies and
management systems which motivate their personnel to generate more leads and maximize conversion for
impact.

Figure 21, The Impact Pipeline: & paradigm for IPA best practices

Diead leads. To be minimized by [PA
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Globally, best-practice IPAs have been instrumental in the creation of high value-adding and/or job-creating
sectors where there were none befare, for example, medical device manufacturing in Costa Rica, call
centers in lreland, and electronics R&D in Penang, Malaysia, all owe their success at least to some extent to
the initiative or sustained support of national or subnational IPAs, KP-BOIT aims to do the same for KP,
leading the pravince in the identification and proactive promaotion of potentially transformational sectors,
where KP already possesses some competitive advantage or where, with effective policy advocacy by KP-
BOIT, KP could quickly become competitive, Along the way, it will also aim to ensure that interested investors
are systematically facilitated through their site selection, due diligence, start-up, operations, and long-term
SUCCESS.

Az the provincial IPA, KP-BOIT is better positioned than any other public institution to be a bridge to the
private sector. It should use this position to ascertain where KP's best chances at economic transformation
lie and to pursue investment attraction and retention for sector development in those areas. This might be
in the inheritance of a decreasingly competitive Chinese textile and garment sector, in greater value
addition to mineral and agricultural resources, in leveraging human resources and global telecom
connectivity for IT and IT-enabled services, or elsewhere, With laser focus, KP-BOIT should then articulate
the business cases for investing inthese sectors, establish the operational infrastructure for facilitating such
investments, proactively approach and persuade companies identified as the most likely to invest, and
permanently engage with investors attracted, so as to stimulate reinvestment and extract maximum
developrment benefits from them.

It isin this context that this chapter assesses KP-BOIT s preparedness for this challenging role. It assesses KP-
BOIT s present institutional set-up, strategic orientation, and management structures and makes
recommendations for KP-BOIT s institutional and operational strengthening,

Assessment of KP-BOIT's suitability to achieve this vision

Iinformation and opinions were collected on KP-BOIT's institutional set-up, strategic orientation, and
management systems, and its strengths and weaknesses were assessed against international practices
across 10 categories: mandate, legal form and reporting lines, institutional partnerships, types of
investment targeted, strategy, investment promotion activities, structure, internal systems, monitoring and
evaluating performance, and human resources. The assessment's findings can be summarized as follows
{maore detailed infarmation is contained in the main body of this report):

1. Mandate: Among the nine functions currently specified in KP-BOIT's mandate and the official
expactations for KP-BOIT s implementation activities for Industrial Palicy 2020, several have the potential
to hinder KP-BOIT s promotional effectiveness, depending on interpretation of certain phrases. Most
threaten to do this by shifting KP-BOIT's focus away from promaotional work to the administrative work of
a one-stop shop or away from sector-based promotion among foreign firms with their own projects
toward the development and,/or promotion of domestically conceived projects to foreign investors, Table
12 presents KP-BOIT's plans for implementing its mandate in a manner consistent with international best
practices for investment promotion.

=1
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Tabde 12. KP-BOIT'S strategic appraach 1o its mandated tasks

1. Suggadt the Industries and
Commerce Department in
reviving sick or clased industrial
enterprises, most lkely by
participating in a survay of the
enterprises, facllitating Joint
ventures betwaen foreign and
local imwastors, and building the
general image of KP as a placa
todobusiness.

Responsibility for this task is muddied
acros Industries and Commerce Dept.,
KFEZDMC, 5108, and EP-BONT.

More fundamentally, while  pueblic
policy can strengthen  sectors  as
wholes, there s listhe evidence of
reviwal of failed or failing individual
firms as a cost-effective povernment
activity with significant developrment
benefits, particularly In light of the
political and ethical challenges which
attend aid targeted to individual firms.

KP-BOIT will work with its stakeholders to
clarify a best-practice division of labar Tor
inwestrment promotion specifically, which
focwses Industries and Commerce Dept.,
SIDE, and SMEDA KP on domestic investors
and foruses KP-BOIT on foreign investaors,

Tao the extent thal the government hopes
for |oint wentures between forelgn and
dormestic investors, KP-BOIT will [i) receive
lists of domestc fiems  from  other
institutions  and  make them readily
available Lo inguiring investors as gotential
suppliars, serdice providers, and  |oint
venture partners, and [(ii] host “supplier
days” and other linkage events

2. Act a5 an investor liason to
government  departments for
the obtainment of utilites
within  industrial estates and
LEfs

While KP-BOIT can and should b an
ally and resource to all Investors, this
removes  primary  responsibifty  from
KEPEZDMC  for ensuring  adeqguate
services are provided in the estates
and zones it adrministers

KP-BOIT will request that KPEZDMC be
tasked with responsibility for  securing
utilities for tenants af its industrial estates
and SEZs, while KP-BOIT provides the same

facilitation only to investors outside of
industrial estates and 5EI4.

3, Establishment of a “one-stop

shop® for  facllitaton  of
investment project
establishment, start-up, and
oparations

Ome-stop shops tend to be idealized in
locations  with  weak  investrment
climates and seen as an easier solution
than building the capacity and systems
for best-practice public administration
in each of the several "shaps” with
authority over their  respective
procedures,  However, the stronger
investrment dimates  have a  well-
functioning sulte of several discrete
authorities, while the P& can skl
provide consultancy-type Information,
assistance, and intervention

KP-BOIT will aim to be a comprehensive
information resource {"one-stop shop”) to
inwestors on business entry and start-up,
providing  taileded  adsistance  and
intervention [for ewxamgple, in obtaining
electricity) commensurate  with  each
inwestor's strategic importance to the
prowinoe,

KP-BOIT will mot aim W3 Lake  ower
regulatory authorities for business entry
and start-up |“regulatory one-stop shop™)
of et up & physical space with secondees
from regulatory authorities ("physical one-
stop shop®). KP will gim o be a “one-slop
information  center,”  providing  quality
infarmation and assistance to investors and
public sector partners.

4. Estabdishment of a
specialized cell {along with ona
at SIDB) far promotion and
facllitation of S8Es and cottage
industrics

Responsibility for this task is rauddled
bebwean HOE and KP-BOIT, however it
is mast elearly the mandate of SIDRE,
Diormestic SMEs and foralgn
multinationals reguire very diffarent
services, The entrepreneurs and small
firms which are supported by SIDA

KP-BOIT will work with its stakeholders to
shift full responsibility for promotion and
Facilitation of SMES and cottage industries
o SIDE and SMEDS KB whilke KP-BOIT
focuses on promotion and facilitation of
large multnationals.

5. Establishment of a “one-stop
shop,” jointly with KPEZDRC,
for the facilitation of licensing,
registration,  and  regulatony
awarenass and compliance of
companies in SEds

Responsibility for this task & mueddled
betwesn EPEZDBAC and KP-BOIT. Best
practice SE7s provide this type of one-
stop shop services; best-prachce 1PAs
do net.

KP-BOIT wall work with |is stakeholders to
shift full responsibility for SEZ-related one-
stop shops to KPEZDMIC.

&7



HYWESTREST PROMFOTION STRATESY 2021-5025

P

KP-BONT Act, 3015

B. Facilitate local and foreign
investors by proactively
engaging and coordinating with
all concarned degartrments

Proactive, autcome-ariented
faciitation demands more attention
than any IFA can provide to all
mwestors.

KP-BOIT will provide differentiated levels of
facilitation services based on  objective
assessments of an meestor's anticlpated
impacts far KP. The most intersie,
proactive,  accowunt  management-style
facilitation services will be reserved for
investors depmed “strategic,” and online,
mass  comrmwnication  or  self-serdice
facilitation will be provided to the |east
strategic.

lnvestment guides, sector research, and
ather information of use to meestors will
pe made available to all investors, but only
fareign investors will be deemed strategic
for KP-800Ts purposes. SHIE and SMEDA
P will lead an damestic investars.

ANMEX Il ASSESSMENT OF KP-BOITS CARACITIES TO DELVER OM TS ENYVISIONED AGLE

productive vestors with globalizing
projects of their own <onception,
rather than focusing on finding
financial Inwestors to  back the

narrpwer  aspirations  of  domestic
stakehobders.

10. Do advocacy,  hold
conferences, Seminars,
roundtables, and presentations
lacally and Internationally, to
attract potential investors by
oreating awarenass  about
government palicles, buibding
confidence, and  eachanging
practical and feasible
imyestment ideas

Gawvernment policies should be a part
of swch awarenass-ratsing, but sector-
specific walue propositions are  the
rmost  essential information to  be
transmitted to potential investors.

KP-BOIT will articulate sector-specitic value
propositons as the foundaton of s
inwestor-targeting presentations, web ste
information, brochures, etc. 1T will shift its
activiies away from low-impact road
shiows and conlerences in favor of direct,
sector- o oompany-specific  pltches,
whether in person ar via teleconference,

T BEZ|St gﬂ'-'-Efl'il'I"IEI'l‘t ]
imglernantation of PPP Actk,
2004 [revisa 20200

Az the design, tendesing, negotiation,
and sdministration of PPPs are miost
effectively conducted by specialized
PPF units, and not by IPAS, this vague
mandate  creates  the  possible
expectation that EP-BOIT would have
responsbility for many of the 17
specific funcions outlined for the PRF
Unit ereated by this act

KP-BONT will explicitly et out to support
KP"s PPP Uinit with three activities:

1. HReceptively maintaining an inventory
of  Investor-ready  PPP projects
prepared and submitted by
government departments (PFF Act,
Article 6.2.d)

2. Collaborate with the PPP Linit to set
and apply project  prioritization
criferia  according to provincal
develogment objectives and sectoral
competitiveness [PPP e, &rt. 12,3

3. Agrea with the PPF Linit on critena
and  procedures  for  receiving
unspdicited  PPF proposals  from
investars and forwarding them o the
PPP amit [FPP Act, Article 31)

11. Engage on a regular basis
with  the larger  business
community Including but not
limited to business associations,
forums, trade bodies, and
chambers of commerce and
industry, both in the province
and nationally to  sBmulate
weas for investment in the
provinge

Mane

EP-BOIT  will  consulft  the |business
community on their sector development
needs, KP-BOIT's strategy-setting, and
reform of the investment climate, mcleding
guality of the services provided by KP-BOIT
angd the rest of government,

12, Prescribe any fee for
servicns rendered ar Facilitation
extended

IPAs aiming to raise recenue from
facilitation  facilitate lesz freely and
fully, Charging for services contravenes
the wision of investment as a generatos
of public welfare, decreases investor
use of tervices, and thereby reduces
the IFA's Influence over the investor.

“Amy Pee® gives KP-BOIT the leeway to
charpe or not to charge. KP-BOIT will opt
naot to charge,

E. Undertake subsector studies
and develop concepts, briefs,
and fact sheats bath internally
in consultation with
povernment departments and
thraugh OLUESOUREirg L
comsultants on different priority
sactors..and share the same
with private and institutienal
investors Including multlateral
and bikateral doenars

Institutional  investors,  including
multilateral and bilateral donors, may
be appropriate targets for a PPP Unit
awerseeing infrastructure or extrachion
projects, but they are not for a best-
practice [P, which promote  their
lpcation’s  internaticnally  attractve
seCtors to investors with market-driven
prajects of their own conception.

KP-BOIT will dewslop  sector  profiles,
investmant guidas, and other information
1o persuade investors to choase KP and
start operations. However, it will do this
with the alm of winning investor-concelead
projects a KPS most competitive sectors,

o, Assist in identificadon  of
sectar-wise patentidd projects
and pre-feasibilty reports of
such projects wherever passible
in consultation with concerned
degartments

“INdentificaton of _projects and pre-
feasibility reports” suggests that KP-
BT should find progects praposed by
gowernment departments or domestic
investors and work to find foraign
financing for them. However, this goes
against globally demonstrated  best
practices, which show that IPAs can
hawe the mast imgact tarm

KP-BOIT will interpret the first word of this
cause, “la]sist,” to mean (i} publicly
sharing sector research which can inform
project development By domestic
stakoholders, and (i) including project
profiles raceted from darmestic
stakeholders in a publicly available, online
database reanaged by KP-BDIT

13. Fromdoite trage

The KP-BOIT ACT narmes KP-BOIT the
“Board of Inwestment and Trade”
Howewer, the text of the act makes no
further mention of trade promoton or
policy. Without explicit @ numeration of
trade promotion among KP-801T's lagad
"powers and fenctions," KP-BOIT's robs
in the province's trade promation
cannot be relied upon beyond current
palitical and admimistrative
circemstancas,

EP-BOIT will &im to clarify, formalize, and
thereaftar implement its supporting role in
the prowince’s trade promotion. KP-BOIT
wil do  this by contributing  its
understanding of bt Practions,
articulating its plans to operatonalize the
rode autlined for it in Commerce and Trade
Strategy 2020, and  adwocating  a
stakeholder-consultative process of gap
analysis and coordinated acton planning
for trade promotion services throughout
the prowvince,

Commerce and Trade Strategy (advanced draft of late 20:20]

14. Farticipate in
implamentation of Commarce
and Trade Strategy 2020

This strategy clearly designates the
Directorats af Irutipsty e and
Cormmerce as the province's lead for
implemantation, In several passages, it
riakes reference o the directorate
sharing responsiilides with or getting
support from KEP-BONT. Howewver, it
does this without giving any Indication

5 the provincial lead on investrment and a
supporting partner on trade, KP-BOIT will
continue to develop its operations gulded
by best-practice inwestment promotion
Where its operatbons establish activithes,
resources, or networks which may be
leveraged  for  the beneft of  trade
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af the intended
responsibilitas,

diwision  of

prasaotion, will daso.

These symargies are expected in five areas;
facilitation of business start-up; research
on the business opportunities  andd
obstaches in priority sectors, markets, and
products; policy advocacy snd  public-
private diglagus far regulatory
simpdificanion and sector development; and
work to establich linkages between foreign
inwestors  and  domestic  nvestors  as
suppliers, service peoviders,  sirabegic
partners, and joint venture partmers,

15, *Directarate of Industries &
Commrmence and KP-BIOIT
remains the main focal point in™
implementing  “|ojne-window
concept &t the prass-roots
lewel™  as laid out in the
“Reforms  and  Development
foadmap chapter of
Commerce and Trade Strategy
20

The concept of “one window,” which
cam be implemented in many  ways
isuccessfully or problematically), is not
defined.

The divisiom of labor between the
directorate and KP-BOIT i not given.

KP-BOIT will aim to be a comprehensive
inforrmation resource [“ore-stop
inforrmation center”]  to Inwestors  on
business entry  and  start-up,  providing
tallored assistance and intervention {for
exarmiple, in abtaining electricity|
commensurate  with  each  inwestor's
strategic importance to the provincs.

EP-BOIT will not alm to take ower
regulatory authorities for business entry
and start-up {"regulatory one-stog shop®)
or set up a physical space with secondees
from regulatory authorities {“physical one-
stop shop™|. KP will aim to be a “one-stop
information center.”

16. Establich an “R&D Cell” at
EP-BONT.."in collaboration and

linkages with industrees,
Acadamia, Buesimass
Coamirmunity, EPIT Board,
Directorate of STEIT,

Directorate  of Industries &
Commerce, KFTENTA,
develaprment partners [/ foreign
axperts besidas other
stakeholders from Publc and
Frivate sector, KPBOIT  will
spearhead the  triple  helic
stratepy of integration of the
ey pillars and hold regular
interacton of all stakeholdars.

This text seers t© combineg Two
distingt measures, one common for
high-performing IPAs, one more novel.
The  trilateral  dialogue  among
government, private  sector,  and
acadernia is a best practice for aligning
workfarce skill demand and supply, but
being a lay conduit for R&D is novel,

KEP-BOIT will lead the “triple helix” initatve
a5 described, Regarding RED, as part of its
“‘one-stop  information center,” EP-BOIT
will  separately liaise  with  PCSIR
Labaratories Peshawar, Center of
Excallence Geology Peshawar Lniversity,
KP  Agriculture University,  Agriculture
Ressarch Center Tarmab farm, and EP
Agriculture, Livesteck  and  Cooperative
Department, i order o

1. Eesp up o date on the |atest
developments  and  technological
reqources available to firms operating
in KF priority sectors.

2. Link investors o thase institubions
and thelr rescurces o help Investors
innowate, design, develop new
warieties, products and transfer know
hovw to local producers and investors
1o produce, market and export new
poods to internaticnal market,

17. Facilitate “lndustriss and
Commerce  Department.. [to]
astablish ity Commerce  and
Trade Offices at  Prowincial
Headquarter and at
P gional .../ District level”

The meaning or intent of the word
“facilitate” s unclear here.  The
Commerce  and  Trade  Strategy
enyisions the Industries and Commeroe
Department opening Commerce and
Trade Offices “at the divisional and

KP-BOIT shall interpret its facilitation robe
here to consist of:

1. Making all information codlected and
rmanaged by its "one-stop Information
center”  readily  available  fo the
dapartrment’s divissonal and district
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district  levels® These offices  are
intended to “ensure to  minimize
different processes invelved in any
business cpcle e, certficatons,
permissigns, administrative approvals
and payment procedures related to
taxes, levies and surcharges stc” KP-
BOIT has no mfrastructure at the
divisional and district levels and doss
nat have authority over the processas
to be hosted at the local alfices, o
there is no obwious, direct way for KF-
BOIT to faclitate this,

affices, and

2. Accepting
department  to collect
information related to business entry
and start-up which KP-BOIT may not
already be collecting

requests  from  the
spesific

18, “The Commerce and Trade
affices at Regsonal & District
fewel will also be the Haison
offices of KP-BONT in respect to
promotion and facllitstdon  of
trade and investment in the
Provinga.”

Bast-practice  division of kabor  for
investrnent promoton has commerce
depts,, SME promotion and trade
promoticn arganizations focusing on
domestic investors, while 1#As foous on
foreign inwestors (including domestic
linkages. Much of the work done by
amy of thase institutions, in fact, servas
bath audiences, but onky as a collateral
benefit. Promotion and facilitation of
trade and investment at the divisional
and district laval s sguarsly within the
purview of tha Commerce and Trade
Departmant. If placed with KP-80IT,
the resources nesded to stand up and
rmaintain 3% district and 7 divisional
offices would owerwhelm EP-BOIT and
strongly skew s focus away from
foreign investment, leaving KP without
an effecive office for attracting
transformational  investment,  jump-
starting  higher-valee sectors, and
hetter linking the province to global
walue chaing,

EP-BOIT will not staff district or divisional
offices but rather have 5 “one-stop
information center” support Commearce
amdgd Trdade's district and divisional offces
with information and advice. “When
ineestors are  roferred  to KP-BONT by
Cormmerce and Trade's district, divisional,
or provincial offices, KP-BOIT will provide
them with at |east the basic |level of
investrent  promotion  services  and
additional services as commansurate with
the investor’s strategic importance for the
prowince
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2. Legal form and reporting lines: Studies by WBG and others during the last quarter century have

repeatedly shown that IPAs are best positioned to perform well when they are largely autonomous,
reporting to a prime minister or chief minister's office, but with a well-functioning board having primary
responsibility for oversight. KP-BOIT s position outside of any other department and the Chief Minister's
chairmanship of the board are a positive starting point. Going forward with this strategy, the board
should serve to hold KP-BOIT accountable for its delivery on the impact targets developed for its strategy
and provide guidance on how to achieve them. KP-BOIT's management should then be allowed to
allocate resources and set a daily agenda according to its strategy, as opposed to, for example, being
accupied by an irregular inflow of special assignments from other government offices.

. Institutional partnerships: IPAs are bridges between the public and private sectors, and their public
sector partners are most typically ministries/departments regulating investment, providing services to
companies, or promoting specific sectors. They are at all levels of government, from federal immigration
authorities to municipal water suppliers. IPAs generally need two things from other government
departments: good information and the prompt and transparent facilitation of investor procedures.

Fara subnational IPA, such as KP-BOIT, the need to partner effectively with the national IPA is inescapable,
if the subnational IPA strives to leverage national resources and create a seamless experience for
investors in site selection, start-up, and aftercare. On the private sector side, trade associations,
chambers of commerce, private service providers (e.g., lawyers and accountants), IPA cliants, and ather
individual companies in pricrity sectors can provide testimonials about the benefits of doing businessina
location, help identify investment climate constraints to growth, and inform public policies to build
clusters and better extract positive spillovers from investment. An IPA can never achieve all this
information, authority, and credibility on its own. Recognizing this dependence on others, well-
performing IPAs systematically include partners at every stage of their strategy.

Today, KP-BOIT, under dynamic leadership, enjoys a positive reputation and leadership position in the
province's economic development. Sector-focused departments have considerable goodwill toward KP-
BOIT and should be quickly engaged under the new strategy. Departments administering investrment-
related procedures at the federal, provincial, and municipal levels are mostly engaged on an ad hoc, often
personal, basis and should have their cooperation with KP-BOIT formalized.

. Investment Targeted: By definition, IPAs contribute most to economic development, when they focus on
areas where they have the biggest marginal impact. This means effectively promoting sectors that are not
otherwise being effectively promoted by other departments and fostering spillovers that would not
otherwise occur. In practice, this means focusing on attracting and nurturing private, productive
investment projects that (i} can be competitive in a location, (i) promise targeted development benefits,
and (ilij are not already promoted effectively by other bodies. More often than not, such projects are
investor-conceived and market-driven, rather than conceived by the government.

However, KP-BOIT's current emphasis is on areas which should be promoted primarily by other
institutions, such as the Department of Energy and Power for hydroelectric power, KPEZDMC for 5EZ
development and operation, the Department of Agriculture for date cultivation and sheep husbandry,
and tha Dapartment of Mineral Development for marble, gems, and minerals.

. Investment Attraction and Retention Strategy: A good strategy sets explicit, quantified impact
objectives that relate directly to official development goals. It also sets out the specific activities through
which those objectives are to be achieved and relates the two through a "logical framework” linking
inputs, outputs, outcomes, and impacts.
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The strategy will pricritize sectors based on an objective assessment of the location's competitiveness
and typically address relevant opportunities at all stages of the investment project life cycle (e.g. existing
investors, announced investors, potential investors). Considering the multi-year timelines that are typical
of investment projects, the impacts of investment promotion are generally seen only in the medium- to
long-term. The time horizon of an IPA strategy is, therefore, typically between around five years, Effective
|PAs will review progress toward strategic objectives on an annual basis and make adjustments as needed
to accommodate for shortcomings and changed circumstances, but under normal circumstances the
broad strokes of a strategy tend to remain unchanged, giving good IPAs considerable consistency in
priorities and achvities.

KP-BOIT has not had a formal, written strategy. Consequently, it has been difficult to reach an agreed
consensus acrass stakeholders as to what KP-BOIT's concrete impact objectives are or should be. The lack
of explicitly stated objectives, impact targets, and performance indicators deprives KP-BOIT of the
opportunity to more directly and meaningfully serve public development goals.

. Investment promotion activities: Day-to-day investment promotion activities are the link between

investors and an |PA's strategic objectives. The full set of activities undertaken by most best-practice |PAs
ensures that the IPAs take ownership of investor leads, nurture them until they become announced
projects, shepherd them through the start-up process, and then work with companies and local
stakeholders to extract maximum benefits. The right promotional activities and tools applied at each
stage, ensure that everything possible is done to get the investor to the next stage. These activities are
usually categorized under five essential functions: investor-targeting, facilitation of site selection,
facilitation of start-up, investor aftercare, and policy advocacy.

However, KP-BOIT's day-to-day investment promotion activities are currently limited to general
marketing and policy advocacy, including EODB reform coordination. KP-BOIT has not been regularly
engaged in proactive investor-targeting or aftercare, and as such has not been working systematically
toward the generation and conversion of leads into actual investments for concrete impacts. It facilitates
investment reactively and with little follow-up. It does not have a database of existing or potential
investors. And, while policy advocacy is valued and undertaken to limited extent under the EODB
umbrelia, it is not conducted systematically to enhance the competitiveness of priority sectors.

. Organizational Structure: Organizational structures vary considerably among best practice IPAs,

reflecting differences in mandate, strategy, target sectors, and service delivery, However, there are a
number of shared characteristics amongst best practice IPAs. Motably, they all allow for sector specialists,
account managers, research staff, strong points of contact with partners and stakeholders, and the
transfer of client accounts in 2 way that is seamless from the investor's perspective, for example from a
“promotion unit” to an "aftercare unit.” If the IPAs are responsible for both investment and trade, the two
are well segregated. Almost none of these common features are found in KP-BOIT's current structure.

. Investment Promotion Support Systems: Two investor-related systems can be found, in one form or

another, among all top-performing |PAs: an investor information system and an investor relationship
managament system. Information allows an IPA to meet investors' information needs, and investor
relationship management facilitates and increases the conversion of investment leads into actual
investments,

KP-BOIT currently has no investor-tracking system or investor information system. Information on
investors is not centrally collected. Individual staff members who have come in contact with investors
may retain some personal record of it, but it is very difficult for KP-BOIT to ensure systematic follow-up
with potential investors or to reach out to existing investors with such patchy information.
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When an individual staff member leaves KP-BOIT, much of the infformation may be effectively lost since
thereis no central storage system.

. Monitoring and evaluating performance: A successful ME&E framework will have three core elements: (i)

a results framework linking goals, activities, outcomes, and impacts, where possible, through rigorous
measurement, (il) plans, staff, and tools for collecting evidence of results, and reporting plans that
convincingly inform critical stakeholders of the facts the IPA wants them to have and [iii) key performance
indicators (KPIs) that are the basis for monitoring and measuring the IPA's progress. In this way, a good
strategy provides the focus for all of an IPA's day-to-day activities and a frame of reference for
determining success or failure. With strategies and results made public, an IPA's results can be valued
against its results. The annual reports of well-respected IPAs, such as CINDE, IDA Ireland, and Invest in
Hong Kong, can be found on their public web sites and Include performance figures such as the
investment promotion cost per job created. This objective assessment provides a strong rationale for
their continued or expanded funding and promotes cooperation from other stakeholders who see the
IPAs as effective agencies.

Human resources: The WBG study of best practices Investment Promotion Essentials found that well-
performing IPAs cultivated private-sector mind-sets within their public-serving crganizations. They do
this by maintaining private sector standards for service delivery, adhering to KPls, and recruiting staff with
relevant experience, in marketing, account and project management, priority sectors, and government
agencies. Invest Hong Kong's staff is intentionally balanced with a 2:1 ratio between people with private
sector backgrounds and people with public sector backgrounds, giving the agency a more private sector
feal but with strong connections to the public bodies it must partner with. KP-BOIT has not historically
recruited or trained staff for these skills.

T4

TERMS OF REFERENCE

KP-BOIT shall urgently:

1. Establishment of Directorate of Investment Promotion with 1 directar and 4 staff members who are:

a. Comfortable conversing in English and any other languages most likely to be used by the highest
priority foreign companies it KP

b. Comfortable interacting with top managers of foreign companies

. Proactive, creative problem-solvers

d. Willing to work as needed to achieve concrete results quickly, including cold-calling company
managers, working beyond normal business hours, lobbying stakeholders for action, and traveling
when needed (and as permitted by health measures and budget)

]

. Formulate a list of the province's priority foreign and local companies (see next section on criteria for

company prioritization jand assign 20 to each of the 5 task force members

. Setup a free account on a cloud-based software for managing contact databases (such as HubSpot, which

is currently being deployed by BOI Pakistan) to track company characteristics [investment value, number
of employees, sector or value chain it supports), task force member interactions with company
managers, issues raised, help requested, status of open issues, and results achieved,

. Use direct phone calls to the managers of investment projects to understand their continued viability and

major obstacles
a. 5 people would each call 4 companies per day from Monday to Friday, reaching all 100 companies
by the end of one week.

. Identify the projects most distressed or ot risk of closure and fully understand their root causes and

company ideas for government support;

a, 5taff may hear of some possible disimvestments which KP-BOIT is powerless to stop. KP-BOIT will
nanetheless aim to understand the issues as best it can and identify any areas whera it can make a
difference. The mare flexible and creative KP-BOIT can be in determining what it can do, the more
likely it is to save some companies. Of course, KP-BOIT will be careful not to over-promise to
caompanies. The main things which KP-BOIT has to offer are its connections throughout
government and the domestic public sector. The most useful thing it may end up doing is bringing
together parties whao can help each other, And in any case, companies are always grateful when the
governmeant shows concern and an interest in helping, whether or not it leads anywhere. With all
called companies that survive, KP-BOIT will have built some goodwill and relationships and have a
head start on a more formal aftercare program.

. Each day by noon, convene all members of the taskforce, and an assistant director or director of each

other department likely to be involved in achieving the support to brainstorm feasible, remedial
government actions

. Setan action plan with steps to be taken, timelines, and stakeholders to be enlisted
. With every new development or change to the action plan, keep investors up to date on the status of KP-

BOIT's efforts and the chances and timing of support

. Afterbuilding 1-2 weeks of experience, expand the task force's capacity to act by:

a. Increasing the number of companies assigned to each task force member
b, Increasing the number of members of the task force
¢. Adding staff specialized inissues, sectors, regions, or managing certain key relationships
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Criteria for company prioritization

EP-BOIT shall select the companies to be included in the initial and subsequent batches of calls, by selecting
three priority sectors that are at particular apparent risk of distress and closure (e.g., garments), of
particular importance during the pandemic (e.g., pharmaceutical manufacturing and health care), or of
high national security interest [e.g., agribusiness for food security, oil and gas for public revenue).

WBG support

WEBG stands ready to support KP-BOIT in the set-up, training, and cperations of this task force, including the

following:
1. Remote coaching on putting together the task force: staff, partners, task force TOR
Z. Remote training on aftercare principles and how to apply them
3. Guidance on quickly adopting and adapting a HubSpot-based CRM software
4. Proposal of guidelines for calls
5. Regular, remote brainstorming with KP-BOIT on “what can be done" (action plan} to assist companies

and on how to engage the most relevant public and private sector partners to retain investment in KP,
6. Help KP-BOIT transition the task force into a standard aftercare program, in coordination with
provincial stakeholders and BOI Pakistan, for operational support and business expansion.
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Annex V.

TIMING AND DESCRIPTIONS

OF KP-BOIT'S SERVICES

Table 13. Full menu of KE-BONT services to be delivered throughout the imestment policy and promation Fife oycle
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DESCRIPTIONS OF
KP-BOIT'S SERVICES

" Marketing I

1.1 Participation in business events

KP-BOIT will use this as a way to build awareness and generate leads on potential investors as well as with
potential reimvestors. A crucial difference between "business events” as |oined or organized by high
performing IPAs and poorly performing ones is that high performers tend to be much more targeted in their
business events and see them as a relatively minor complement ta their main promotional activities. As
such, the events that KP-BOIT selects will be sector-specific, rich in investors and corporate decision-makers,
involve very specific and achievable objectives, and are not very demanding of time and resources. Poor
performers, on the other hand, tend to see business events as the be-all-and-end-all of investment
promotion. The number of companies met may be presented as a promotion "result,” even when those
companies are irrelevant to the IPA's objectives, when the people from those companies may have norole in
site selection, or when there is no follow-up with companies to develop them as investment leads, KP-BOIT
will avoid this model.

1.2 Public/media relations

Effective |PAs will proactively implement a communications and partnership strategy that builds awareness
among the public and critical stakeholders about the importance of domestic and foreign investment and
the government's work to attract it. KP-BOIT will do this, while incorporating the partnership needs of each
of the IPA's internal departments, harmonizing external messages, develaping interdepartmental Molls
and service-level agreements, and aiming toinstitutionalize engagement of partners.

Those investors that have benefited most from KP-BOIT's past services will be engaged periodically to
maintain them as a resource for sector intelligence, testimonials, sector development efforts, and insights
inta the investment climate.

These national and international activities may be for broad audiences, such as article publications and
event speaking, or they may be direct, such as conversations with opinion-influencers,

Benefit to trade promotion: To the extent that messaging is specific to particular sectors and the
investment climate, it can be targeted to include domestic firms in a position to export and/or strengthen
the local value chain.

1.3 Investor-torgeting campaigns

Investor targeting is the main proactive element of any location's wider investment promotion strategy.
Companies seeking to expand internationally are likely to compare several possible locations against a set of
predetermined criteria to arrive at an objective determination of the best investment location for them.
Criteria may be guantitative and gualitative and typically cover aspects of doing business like access to
markets, operating costs, various forms of risk, and guality of life. In the long term, KP's government can
improve KP's competitivenass by improving its investment climate, infrastructure, work force, and policy
support for attractive sectors.
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However, in the short term, KP's government can best improve its chances by making sure that (1) KP makes
it onte potential investors' lists of possible investment locations and (2] potential investors have access to
the most complete and positively framed information possible, Targeting seeks to accomplish these two
tasks by seeking out and directly engaging investors identified to have a high potential for interest in a
particular location.

In short, by undertaking targeting KP-BOIT will identify high-potential investors, try to get meetings with
them, and present them with the case for why they should invest in a location.

Benefit to trade promotion: As investor-targeting is specific to particular sectors, it can be used to attract
firms that would export and/or strengthen the local value chain.

u Information I

2.1 Location description

This includes credible, comprehensive, and up-to-date information on the legal regime for investment,
costs of doing business, infrastructure, and other business information, particularly as it relates to different
types of investment and as it compares to competing locations. For example, market-seeking investors
would be interested in analysis of KP's market size and competition for a specific product or service. In the
case of efficiency seeking investors, benchmarking analysis of KP against competitor locations for a specific
investment project can be of value to the investor. In the case of resource-seeking investment, an investor
may want information about the resource-rich locations and maps with infrastructure lay-overs. By being
able to provide this kind of data and analysis fundamental to a business, KP-BOIT will increase its influence
over investor decisions and strengthen its own image as avaluable partner to the investor.

Benefit to trade promotion: This produces market analysis, process maps, and other business information
which empower local exporters and support local value chain development.

2.2 Sector profiling (including consumer trends, cost data, market access, input suppliers, logistics, etc.)

This involves the proactive delivery of reliable, detailed, and up-to-date information on the wvalue
propositions of specific sectors and subsectors, particularly as it compares to competing locations. Such
infarmation would include: markets, value chains, sectar-specific casts of doing business, relevant
regulations, investment opportunities, suppliers, service providers, potential partners (equity and non-
equity), answers to frequently asked questions, and success stories from investors already operating in KP in
those sectors.

This will help KP get “on the radar” of an investor that might not have otherwise considered locating in KP. It
also ensures that interested investors have the information they need to make a well-informed decision for
establishment and expansion and that all of KP's advantages are known. It saves investor time, expense, and
uncertainty during entry, as well as making investors aware of local companies that may be good suppliers,
service providers, contractors, licensees, or other types of partner, thereby promoting linkages and
spillovers.

Benefit to trade promotion : This information is valuable business intelligence for any company operating in
the sector,
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2.3 Investment opportunity identification for prospective [re)investors

This involves research to identify high-potential sectors, specific value chain segments where there are
glaring underserved markets and potential customers clamoring for an investar to fill the gap. This research
feeds the creation of even more detailed and persuasive sector profiles that are ready to be shared with
inquiring investors, which in turn provides a stronger basis for investor-targeting and policy advocacy.

Benefit to trade prometion: This information helps guide expanding businesses and would-be
entrepreneurs to opportunities wheare they are more likely to succeed and generate exports.

2.4 Databoses and lists of resources

These typically include, but are not limited to, databases of available land, service providers, suppliers, and
worker training institutions. IPAs will generally try to avoid appearing to endorse specific individuals or
companies, but high-performing IPAs understand that for their investment locations to be seriously
considered, they must be able to provide quick, relevant information to potential investors on actual land
and office space that is suitable for their projects in terms of location, infrastructure, regulation, and
incentives. A 2009 global survey of IPAs by WBG found that 91 percent of high-performing IPAs had their
own land databases or access to databases hosted by partner organizations. Czechlnvest was one of several
IPAs that took the extra step of putting interactive maps of the country on its web site. The maps allow
visitors to select and view combinations of transportation infrastructure, sectoral concentrations, and
potential supplier locations.

In addition ta land, potential investors will often seek local professional services, including legal, accounting,
tax consultancy, personnel consultancy, construction, and translation. Many high-performing IPAs will
maintain lists of proven service providers, although they generally refrain from making endorsements. In
the Crech Republic, the Association for Foreign Investment is an association of professional service
providers that acts as a single point of contact dedicated to the smooth entry of foreign investors into the
country. The strict membership requirements include four recommendations from association members,
two from multinational corporations, proof of good financial standing, police clearance of the applicant's
agent, and a minimum of three years' experience.

Benefit to trade promation: This information is valuable business intelligence for any company operating in
the sector.

2.5 Guide to government regulations and procedures, reloted offices, and how to navigate them

This refers to written information, online or in print, for investors with detailed information on permitting,
authorizations, licenses, construction regulations, export procedures, etc. It is also important to provide
information about the expected timeframe for approval of the permits, licenses, authorizations, etc. This
infarmation may come in the form of web sites, brochures, promotional pamphlets, PowerPaint
presentations, FAD sheets, webinars, and white papers, among others.

Benefit to trade promotion: This information provides valuable guidance to investors for business
establishment, start-up, and exporting.

2.6 Tallored development and provision of market intelligence for inquiring Investors

Thiz is the provision of detailed, customized, and comprehensive responses to information reguests from
investors deemed to be priorities. It ensures that investors have the information they need to make a well-
informed decision for attraction and expansion and that all of KP's advantages are known,
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It saves investor time, expense, and uncertainty during entry, while making investors aware of local
companies that may be good suppliers, service providers, contractors, licensees, or other local partners,
thereby promoting linkages and spillovers. The ability to providing bespoke information strengthens
relationships with investors by demonstrating a commitment to meeting their needs in accordance with
high standards of customer service.

2.7 Newsletters with developments In markets and government procedures

Delivered electronically or in the mall, these should provide sector-specific news, Investment climate
updates, and other changes with the potential to affect investor operations in KP or to make them aware of
opportunities for expansion,

2.8 Personalized alerts with developments in markets and government procedures

In the same way that generic location descriptions and sector profiles are a fundamental IPA service and
tailored versions of that information is a service that distinguishes high-performing 1PAs from poor
performers, so too is a personalized alert an advanced service. & well-annotated CRM profile for an investor
can make for easy cross-referencing to daily Google Alerts and merged mailings to all investors likely to be
interestedin a given piece of breaking news.

< J Assistance

3.1 Assistance setting up meetings with officlols and businesspeople

This service is among the most fundamental for all IPAs, as the face of a location to the international
business community: acting as a liaison between officials and investors, providing contacts, making
introductions, sometimes joining meetings between officials and investors, and often providing advice ta
both sides about how to interact with the other for mutual benefit. The service’s fundamental nature s
evidentin the high percentage of IPAs offering it at the first three stages of the investment life cycle.

3.2 Advice on business case preparation

Business development executives, country managers, and regional executives are among some of the
individuals within a company that may need to take all available facts and figures and put them togetherina
persuasive statement about why the company should choose to invest in one location over another, Mare
sophisticated IPAs understand this need, intracompany dynamics, and the fact that the IPA can have mare
influence if it can be sure to get just the right message to just the right person. However, being able to add
value to a company's internal business case with more than facts and figures takes a deep understanding of
the company, the sector, and the country's pros and cons relative to other likely locations.

Invest in Canada has at times positionad itself before potential investors as just that kind of sophisticated,
highvalue-adding partner by summarizing its client services as:

Strategic market intelligence on your specific sector

Direct contact with key decision-makers in the government

Referrals to contacts in firms and industry associations, as well as experts

Helpinidentifying a suitable place in which to invest

Assistance indeveloping a business case for your next investment decision [emphasis added)
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3.3 Faocilitation of government procedures, through advice, introductions, and/or intervention

This service to invastors may follow their introductions to officials or skip it altogether. It is hand-holding
through the navigation of government procedures at any stage of the investment life cycle. Official
procedures may not always be easily found, understood, or followed, and even when they are, these
procedures may be very different in reality than on paper, By building experience helping investors navigate
government procedures, KP-BOIT will be able to greatly simplify and speed up the investor's experience by
virtue of KP-BOIT's knowledge and sometimes its direct interventions with government officials.

3.4 Facilitation of business start-up, through advice, introductions, and/or intervention

As with the facilitation of government procedures, IPAs may be highly valued when they can help an investor
navigate the non-government players and processes by which they will achieve business start-up.
Contracting local builders, finding local workers, and establishing working relationships with local suppliers
are examples of some of the local business factors which KP-BOIT will seek to become very familiar with and
through which it will bring value to its client investors.

3.5 Project management (A-to-Z follow-up)

This involves a KP-BOIT staff member taking ownership of the investor's process, maintaining close contact
with the investar from the point of initial interest through the paint of investment decision to the start of
operations, The assigned staff member would send the investor requested information, as well as
proactively send new and relevant information discovered by the staff member, This service also includes
"hand-holding” the investor throughout the whole permitting process: assistance on expedited permit
approval, coordination with lawyers, liaising with regulators, etc., as well as following up with the investor's
local service providers and partners. This will be reserved for investors of high strategic priority for KP.

According to a study by Wint {1993), the speed and cost of obtaining post-approval permits, licenses, and
planning permissions are aften crucial to the investor, Important to fast, efficient facilitation is not only the
professionalism of an IPA&, but also their links and influence with government ministries and other
stakeholders. The facilitation may take weeks, months or even years, but throughout the process it is
important for the IPA to maintain a relationship with the investor, This demonstrates a genuine interest in
hosting the investor’s project and ensures that everything within the IPA"s power is done.

A more advanced service an IPA can provide to investors s the elaboration of a Gantt chart to reflect all
procedures and timeframes required to set up a new operation in the location. This tool can be of great
value to an investor to have clear expectations on the establishment process, as well as a good follow up
mechanism.

3.6 Event occess

KP-BOIT will invite investors to networking events, policy forums, issue seminars, and other events with the
aim of building its relationships, linking foreign and domestic investors to each other, and advancing public-
private dialoegue for a stronger investment climate.

Benefit to trade promotion: This service will link domestic investors to global value chains and promote
direct exports and local value addition to exparted goods.
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3.7 Linking forelgn companies to domestic technical, vocational, ar educational Institutions

KP-BOIT's R&D Cell will collaborate with academia, the business community, KPIT Board, Directorate of
S5T&IT, Directorate of iIndustries & Commerce, KPTEVTA, development partners, foreign experts, and other
stakeholders from public and private sector. KPBOIT will spearhead the triple helix strategy of integration of
the key pillars and hold regular interaction of all stakeholders.

Benefit to trade promotion: This service will strengthen the entire value chain, better enabling domestic
firmstoengage in trade and global value chains.

3.8 Linking foreign companies to domestic suppliers

KP-BOIT will use its database of and relationships with established foreign investors as well as its
partnerships with IC&TE, SMEDA Peshawar, and TDAP Peshawar to identify and facilitate linkage
opportunities.

Benefit to trade promotion: This service will link domestic investors to global value chains and promaote
direct exports and local value addition to exported goods.

3.9 Linking domestic companies to technologies

As part of its "ene-stop information center,” KP-BOIT will liaise with PCSIR Laboratories Peshawar, Center of
Excellence Geolopgy Peshawar University, KP Agriculture University, Agriculture Research Center Tarnab

farm, and KP Agriculture, Livestock and Cooperative Department, in order to:

3. Keepuptodate onthe latest developments and technological resources available to firms operating
in KP-BOIT's priority sectors, and

4, Link investors to these institutions and their resources to help investors innovate, design, develop
new varieties, products and transfer of know how to local producers and investors to produce,
market and export new goods to international market

Benefit to trade promotion: This service will link domestic investors to technologies which strengthen their
competitiveness generally and which batter allow them to participate in global value chains and promote
direct exports and local value addition to exported goods.

o 3 Advocacy I

4.1 Problem-solving for individua! investors

The IPA offers a personalized interface for investors with the public sector to resolve specific problems and
issues during investment attraction and entry activities (e.g. visa granting delay) and day-to-day operations
ie.g. redtape, delays in utility connections, dealing with local partners).

4.2 Analysis af the Iinvestment climate

Using its advantageous perspective of the investment projects the country has won and lost and its good
access to both investors and policy-makers, a good IPA can offer special insights to problems in the
investment climate, the effects of those problems on the country's relative attractiveness, and the impacts
of those investment climate problems on investment flows and other development objectives.
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4.3 Formulotion of policy proposals

Separate from the analysis of investment climate issues, another important service is the formulation of
policy remedies. This requires certain staff skills {e.g., legal, economic, public administration, stakeholder
management) and the willingness of the IPA management to dedicate internal resources to the formulation
of solutions which can easily be picked up by legislators and public administrators who may be willing to
adopt a solution if presented with one.

4.4 Advococy for government actions to improve the investment climate&d, 5 Advocacy for
government aoctions to improve sectorgl competitiveness

This includes efforts to address specific and recurring problems which affect the ease of doing business
generally or aspecific sector, It requires continuous monitoring of the country's investment climatea,
including political risk, legal uncertainty issues, as well as legal/regulatory reforms undertaken or in the
process of amendment., followed by systematic efforts to influence officials to implement or support
reforms of the investment climate or sectoral ecosystems.

In this way, KP-BOIT will seek to positively influence KP's attractiveness to investment, ease of
establishment, conduciveness to retain and expand investment, and fostering of linkages and spillovers.
Benefit to trade promotion: Improvements to the investment climate and the competitiveness of specific
sectors will strengthen the ability of KP-based firms to do business successfully and to engage more deeply
in globalvalue chains, promoting direct exports and local value addition to exported goods.
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