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FCS AFRICA

Working in Fragile Conflict-affected Situations (FCS) is not business as usual. Existing tools may not always be 
sufficient to properly tackle all challenges faced by these markets. To assist IFC project teams manage risk more 
effectively, the Corporate Governance (CG) team recently launched an internal handbook entitled ”IFC Corporate 
Governance, Engagement in Fragile and Conflict-affected Situations, and Low-Income IDA Countries” targeting 
Investment Officers, Corporate Governance Officers, and Country Managers. 

The handbook addresses the issues and the market peculiarities of FCS and LIC, and provides guidance to IFC project 
teams throughout different stages of conflict: open conflict, post-conflict, and socioeconomic recovery. A good CG 
program could create a haven for companies in constant crisis management mode, a safe space for investors, and 
help create an environment where companies can grow.  During the session, speakers shared their respective 
perspectives on CG and discussed why it matters, how good CG can help de-risk IFC’s investments in FCS, what to 
consider when working in the field and, finally, how to gain the most from the new handbook. 

Please note that the handbook will be made available to external audiences at a later date but we provide an 
Overview for your reference.

Why CG Matters in FCS
Effective implementation of CG faces several constraints, 
but speakers emphasized the importance of a good 
corporate governance in FCS: 

CG is at the forefront of work in FCS. Investment teams 
should generally engage with CG teams at the early 
stages of the project cycle to avoid the risk of CG being 
treated as an afterthought.  Projects that are more prone 
to CG and risk assessment are typically the ones with 
negative past experiences (i.e., those that have been 
exposed to fraud, opacity, lack of trust). These are the 
projects that would generally advocate for a good CG. 

CG is about “value add”. Without proper CG, companies 
would find it difficult to  attract more serious investors 
and long term capital. Therefore, IFC

should not be seen solely as a provider of money, but as a 
value add.  In the post-conflict stage, where the market is 
sometimes plagued with corruption, lack of transparency, 
and an inadequate regulatory framework, the situation 
on the ground may not encourage a holistic approach. CG 
could bring value to potential clients. 

Different levels of interventions can be offered by CG. 
There are different levels of intervention beyond working 
with companies. In some cases, IFC would focus and 
prioritize the role of governments with respect to 
establishing the proper regulatory and legal framework to 
improve CG. 

“De-Risking IFC Investment in FCS Through 
Corporate Governance” 
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http://www.ifc.org/wps/wcm/connect/9f0bd37b-7ccc-4bb1-83a3-ebf7f72d6f73/FCS_Overview.pdf?MOD=AJPERES&ContentCache=NONE
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Perspectives of a Country Manager 
The role of the Country Manager is critical. In FCS, the 
Country Manager is the first point of contact, has 
important knowledge of the macro and micro 
environment, and has a key role in sharing that 
knowledge and linking it with FCS elements. 

The Country Manager plays a central role in sourcing and 
managing quality assets within IFC’s risk appetite and 
finding synergy in different areas. 

This role is more important than ever, as understanding 
and mitigating risk is increasingly critical for purposes of 
IFC 3.0 context. 

Perspectives of an Investment Officer 
For an Investment Officer, it is advised to have a full 
understanding of the local context.  In FCS, where non-
state actors often stand-in for the government, 
Investment Officers have to make sure they consult 
widely with the Country Manager, existing portfolio 
clients, and the CG team to ensure they have an accurate 
understanding of the market and sociopolitical context.

It is also critical that Investment Officers closely 
collaborate with the CG team to work with sponsors in 
strengthening governance practices and improving 
internal control environment, with a view to helping 
businesses be better prepared to operate and navigate in 
fragile environments. In practical terms this can mean 
including governance covenants as part of the deal 
documentation for reporting by the client and monitoring 
at portfolio.

PERSPECTIVES

WHAT TO DO MOVING FORWARD

EVALUATION
Re-evaluate Integrity Due Diligence criteria: in 
situations that are currently evolving, CG has to 
evolve too. For example, members of a coup, later 
became high level government officials. Disclosure 
in this context is key, and IFC should ask: what was 
their role? What is their current role? How 
transparent is this process? What mechanisms are 
built into the project? Speakers also noted that it 
can help if companies disclose information in 
stages, i.e., disclosing non-financial information 
first, as it is relatively risk-free, can ease the 
process to financial disclosure.

COLLABORATION

Work closely with country teams to understand the 
context: understanding the movers and shakers, the role 
companies play, and the sociopolitical context is key in 
FCS. It is important for investment teams to create links 
between CG and other elements of business, both 
transactional and policy. 

PROCESS
Conduct a scoping before entering a country: do 
extensive scoping on the country, what framework it 
needs, and which counterparts make the best fit. It is 
important to remember that the Central Bank is usually 
the gate to the banking sector (i.e., it is the first door to 
knock on before approaching other partners on the 
ground). Here again, Country Managers play a central 
role in mapping the business environment. 

LEARNING 
Find ways to surface bad examples and learn from 
them: in FCS, most companies suffer from a lack of 
institutional history and legacy, and bad examples 
are not discussed enough. 

Contact Janice Ryu at jryu@ifc.org and Idil Abshir at
iabshir@ifc.org for questions and  feedback

http://www.ifc.org/wps/wcm/connect/corp_ext_content/ifc_external_corporate_site/annual+report/2017-online-report/leadership-perspectives/ar17_plh+letter
mailto:jryu@ifc.org
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