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발표자
프레젠테이션 노트
Back in October, in Washington, D.C., there was a WB/IMF annual meeting where participants were largely from multilateral and regional development banks, and bilateral development agencies.  At the same time, there was the Social Capital Markets conference in San Francisco largely attended by corporations, foundations, and private equity firms hoping that corporate venturing can replace traditional corporate social responsibility. They see entrepreneurship and impact investing as a way to achieve both profits and social impact. 

And USAID agrees! What USAID is looking for in mobilizing private capital is to look for shared values or alignment of interests with private capital partners. 

USAID has a long history of working with private capital partners to pursue common goals, going as far back as 1964.   
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Why does Private
Capital Matter?

The ‘fuel’ for enterprise,
sector and economic
growth


발표자
프레젠테이션 노트
So, why does private capital matter in development? It matters because mobilizing  private capital is, and will be, increasingly important to tackle the development challenges.
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The Sustainable Development Goals Investment/Financing Gap
(UNCTAD World Investment Report 2014)
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발표자
프레젠테이션 노트
According to UNCTAD, the world has an annual investment/financing gap of $2.6 trillion in order to achieve the 2030 agenda. So, in order to achieve the 2030 agenda, all sources of resources, including private capital, have to be mobilized.  
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Who are USAID’s Private Capital
Partners?


발표자
프레젠테이션 노트
Who are USAID’s private capital partners? Let’s look at the landscape of private capital partners that USAID engages. 
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Private Capital Partners

Finance Partner Investment Profile

Microfinance Debt finance for poorest segments and micro-

Institutions enterprises; often only source of finance for BOP
Commercial loans for investment and working capital for
Banks individuals, farmers and businesses of all sizes
Investment Financial intermediaries offering long term finance
Banks (e.g. bonds, stocks) needed for larger investments
Leasing Finance ‘use’ of equipment, with the equipment
Companies used as collateral, enabling users to gain benefit
of equipment without ownership
Vendors Provide debt finance to help customers acquire
equipment, inputs, etc to grow markets
Insurance Help farmers and businesses mitigate risk of
Companies natural and man-made disasters; are also active

institutional investors
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Private Capital Partners

Finance Partner Investment Profile

Multinational Investing in supply chain infrastructure, investing
Corporations in supply chain credit to supplier, acquisitions

Impact Investors Longer term equity or debt finance in social
enterprises, or projects with development impact.
Termed as “patient capital”

Private Equity Funds or holding companies that make equity

Funds investments in companies with growth
companies, often playing management role.

Pension funds Pool savers’ resources and seek to make safe,

and institutional investments providing stable long term income

investors for customers

Diaspora Expatriates with an interest in investing (directly

or indirectly) in their country of origin
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What does USAID gain by
collaborating with private capital
partners?


발표자
프레젠테이션 노트
What does USAID look to gain by collaborating with private capital partners?
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Harness world class
expertise &
capabilities

Catalyze investment
& mobilize financing

Promote inclusive &
sustainable business
practices

Develop & grow
8 ‘3 targeted sectors &
value chains

Drive innovation at
Tackle systemic, the intersection of

societal challenges business &
development

(


발표자
프레젠테이션 노트
USAID can [READ]
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Mobilizing/Catalyzing
Investment/Financing to Achieve USAID
Development Objectives

USAID Tools and Resources


발표자
프레젠테이션 노트
Now that we have seen what USAID wants to gain from the collaboration, let’s look at the tools and resources USAID uses in mobilizing private capital to achieve development objectives.
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Mobilizing Capital for Growing Enterprises

A
Seed Early Growth Expansion
Stage
—>
— Sales — Profitability Relevance of equity vs. debt Time

€ USAID usually works Increasingly USAID is exploring

here ) ( opportunities here )

Grand . TAto Pension
Challenges Catalytic Grants to Investment Funds Funds
USAID DIV DCA Guarantees
Engagement

Entrepreneurial Ecosystem Development

(e.q. PACE) Lending Toolkits for Commercial Banks

Investment Prep

: Matchmaking Platforms Pooled Financing
Services

Diaspora Funding Platforms

Multi-Stakeholder Investment Partnerships (e.g., Power Africa and Feed the Future)

Source: Derived from “Investment and Finance Study for Off-Grid Lighting” by A.T. Kearney and Global Off-Grid Lighting Association (2014)


발표자
프레젠테이션 노트

USAID is actively engaged on accelerating the flow of capital to enterprises across the length of the capital curve and life of the business.
To do so, USAID has a large collection of tools and approaches at its disposal, including [list out major categories]
USAID is focused significantly on providing the early stage support and entrepreneurial ecosystem development required to get businesses through the “valley of death” and scale to the point where they are attractive to private investment. 
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Global Development Alliances (GDAs)

A GDA is a partnership between USAID and the
private capital parthner — and may also include a
range of other partners — in which we work together
to develop and implement activities that leverage
and apply our respective assets and expertise to
advance core business interests, achieve USAID’s
development objectives, and increase the
sustainable impact of USAID's development efforts.

11


발표자
프레젠테이션 노트
In the interest of time, I would share with you one of the tools we use, which also underpins some of the tools presented.

[READ THE SLIDE ]

There are three ways to create GDA:

Businesses approach USAID;
USAID approaches businesses; or
USAID uses competitive Annual Program Statement
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GDA Characteristics

Focus on Sustainable Development Impact .

Based on Complementary Interests & Objectives

Market Based Approaches & Solutions (as feasible)
Collaboration: Co-Creation and Shared Responsibility .

Significant Private Sector Contributions and Investments (>

1:1) that Expand Development Impact

Increased Scale, Efficiency and Effectiveness


발표자
프레젠테이션 노트
However we create a GDA, a partnership is considered a GDA when it meets the following criteria: 

 At least 1:1 leverage (cash and in-kind combined) of USAID resources;
 Common goals defined for all partners;
 Jointly-defined solution to development challenges;
 Non-traditional resource partners (companies, investment firm, financial institutions, foundations, etc.);
 Shared resources, risks and results; and
 Innovative, sustainable approaches to development.

I want to highlight that even in a GDA, where there is a specific investment ratio requirement, it’s not first on the list—the most important thing about a GDA is it’s potential for development impact
We are not interested in GDAs for the sake of GDAs.  We are interested in an earnest effort to collaborate with the private sector

Win-Win – this relationship is different from a contract or grant.  Partners need to share risks, resources, responsibilities and results to maintain the partnership
 Complex problems require multi-actor solutions
 Innovation can be the type of partner, the execution, the contribution, the approach to the problem, etc.
 If we are only getting money then we continue to conduct our programs in the same way.  When USAID leverages the PS for resources other than cash, we start to see innovative projects.
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GDA Annual Program Statement — Invitation to Co-

creation (Partnerinqg for Impact)

 Worldwide invitation to private sector collaboration
e EXxplains value of collaboration — to USAID and private sector

 Requires early private sector engagement and ongoing
communication — by USAID and potential implementers

o Satisfies competition AND lets us talk

* Provides an application and award process that requires joint
problem identification and definition, joint problem-solving, joint
planning, and joint implementation

« Mobilizes private sector resources for development impact



발표자
프레젠테이션 노트
One of the ways we forge a GDA is the use of Annual Program Statement. 

Worldwide invitation: The GDA Annual Program Statement is open to partners based in developing countries (e.g. local businesses), in the US (e.g. Pepsi or Intel) or in other countries (e.g. Japanese company working with USAID in Ghana).  More extensive eligibility information and criteria are provided in the APS
Explains the GDA model and value of USAID private sector collaboration:  The APS specifically discusses how working with USAID might be of value to the private sector.  
Facilitates dialogue:  the APS is a competitive solicitation that also allows for and facilitates extensive discussion aimed at collaborative, joint alliance development by USAID and the prospective alliance partners.  These discussions are invaluable to building and ensuring quality alliances that effectively achieve USAID’s development objectives.  This joint planning is one of the defining characteristics of GDAs.  
Stresses resource mobilization: Leveraging is a means to improving our work.  We seek and we assess leverage in terms of the results and impact it will provide.
Satisfies competition:

Additional Info: NOT part of formal presentation
Collaborative planning with potential resource partners is a critical element of GDAs. In general, organizational conflicts of interest as discussed in the FAR do not apply when outside organizations participate in the following:
Discussions regarding concepts, ideas or strategies – the stages prior to identifying possible implementation instruments
Discussion regarding on-going and completed activities
Matters involving assistance – although it is important to be aware of advantages that potential partners may obtain through collaborative planning

COMPETITION  - The question of “fair opportunity” arises when talking about the APS.
As long as USAID isn’t talking to one party and excluding others then USAID is okay. The governing policy comes from the ADS 303 – Exemptions from Competition Requirements which does not require competition under the following conditions.
[for trainers knowledge – this applies in cases when the activity manager prepares a justification… the GDA APS satisfies this requirement]
Proprietary capability
Specialized facilities or technical expertise
An existing relationship with the cooperating country or beneficiaries, or
Participation in a global development alliance

CONFLICT OF INTEREST
For discussion of what constitutes organizational conflict of interest and how to avoid it, refer to the Supplementary References of ADS 201 and ADS 202 – Legal and Policy Considerations when Involving Partners and Customers on Strategic Objective Teams and Other Consultations
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SEVEN STEP CO-CREATION PROCESS

Develop Alliance Continue Co-
Idea and Submit Creation of the
Concept Paper Alliance

(Steps 4-5) (Step 6)

A & &

Proceed to Proceed to full Proceed to formal

Concept Paper? development of agreement and
the alliance? award(s)?

Develop Alliance
Agreements

(Step 7)

Explore and
Engage

(Steps 1-3)



발표자
프레젠테이션 노트
Whether businesses approach us, we approach them, or we solicit using the Annual Program Statement, in order to get a successful GDA, we co-create a program with the private capital partner. 

We engage, we develop an idea and put it in writing, we improve the idea, and execute a GDA agreement.  
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Private Capital Harness World class Expertise & :}‘
Value Proposition | Capabilities

Expertise in distribution networks that can be
applied in delivery of health products to rural areas
» Expertise & solutions for clean water & sanitation

N
” « Brand & media platform capable of reaching
) hundreds of millions of youth world-wide

MUSIC TELEVISION®

Technologies, expertise & financial solutions in
energy, health, & water sectors needed to improve
quality of life worldwide



발표자
프레젠테이션 노트
For example, as I mentioned earlier, Private businesses possess world class expertise & capabilities directly relevant to USAID development objectives
  
Coca Cola has unrivaled distribution networks worldwide, such that you can find a Coke in even the most remote towns. Under the Project Last Mile Initiative, USAID and Coca Cola are working together to apply Coca-Cola’s logistic, supply chain, distribution and marketing expertise to help African governments maximize the ability to get critical medicines and medical supplies the “last mile” to those who need it most in remote communities in Africa.
MTV has a unique brand and media platform that has both a worldwide presence and a youth following. This platform is leveraged to reach millions of youth worldwide in topics such as anti-trafficking, anti-violence and health behaviors.
General Electric is a technology, services and solutions company that brings a combination of world class technologies and expertise in multiple sectors where USAID works. For example, GE and USAID are working together to bring both the finance and technical expertise needed to deploy health care technologies for small clinics, diagnostic centers and hospitals in Kenya. Under Power Africa, USAID and GE are working together to help bring online about 5 GW of new, affordable energy in Nigeria, Ghana, Kenya, and Tanzania. GE will provide technology based on a variety of fuel sources as appropriate for each project, including solar, wind and natural gas, to deliver the power, and support partners in arranging financing for these projects.
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Private Capital Catalyze Investment & Mobilize ‘
Value Proposition | Financing

. « Provides critical working capital enabling rural
rODt GHDHH ‘ agriculture enterprises in Latin America & Africa to
HEERNE FIMARCE FOH AN, COMBLNITES export WorIdWIde

* Invests in energy across Africa, providing

SYMBIO N generation capacity providing access to electricity for
SYMBION-POWER COM millions
* Brings expertise on power project development skills

THE * Invests billions of dollars in Asia, Africa, Latin
ABRAAJ America, & the Middle East in health, agribusiness,
GROUP energy, education, transportation, & growing

businesses


발표자
프레젠테이션 노트
For another example, USAID has an interest to catalyze investment and mobilize financing in priority sectors to expand and deepen development outcomes.  

In many cases, a wide array of corporate and financial partners are ALREADY investing in many types of projects, enterprises and sectors where USAID works and positioned to help fill some the financing gaps for many of the developing world’s development challenges.
Often, when deploying capital, these partners often mobilize knowledge transfer and local capacity building that have benefits beyond the capital.

Root Capital is a nonprofit social investment fund that is pioneering finance for grassroots businesses in rural areas of developing countries. They provide capital, financial education, and market connections to small and growing businesses that build sustainable livelihoods and transform rural communities in poor, environmentally vulnerable places. Since its launch, Root Capital has provided more than $200 million in credit to small and growing businesses in 30 countries in Latin America and Africa.
Root Capital has partnered with USAID to support export financing for high value agriculture in Africa and is currently working with USAID to lend over $10 million to help coffee farmers fight the Leaf Rust Epidemic that threatens the industry in Latin America.

Symbion is a U.S.-based power developer working primarily in Africa.  Symbion builds, owns, and operates electrical power infrastructure across the continent. Through Symbion Power Training Centers, the company works closely with local communities to develop a labor force capable of executing projects. Symbion is a key partner under President Obama’s Power Africa initiative. Under Power Africa, Symbion aims to catalyze US$ 1.8 billion in investment for energy projects in Power Africa countries over the next five years, which will increase access to electricity to millions of users in these countries.

The Abraaj Group is a leading private equity investor operating in the growth markets of Africa, Latin America, the Middle East, South Asia, South East Asia, and Central Asia. Through its social investing program, The Abraaj Group has supported best-in-class organizations focused on entrepreneurship and job creation, healthcare, education and community engagement. Under the Pakistan Private Investment Initiative (PPII), Abraaj is partnering with USAID to enable investments in Pakistan’s dynamic and fast growing SME sector. As a pioneer amongst investors in Africa, Abraaj is also partnering with USAID to explore opportunities to invest in the power sector.
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Power Africa:
Usina Multinle Tools to Subpbort Enerav Transactions in Africa

The Power Africa Toolbox

Technical assistance

Direct grants to African
governments for energy projects

Grants to off-grid
communities for access

Feasibility, project preparation and
technical assistance grants

Risk mitigation insurance

Advocacy of legal, regulatory
and institutional reforms

Loan guarantees

Advise on government budgeting
and financial accountability

Medium and long-term
direct loans for U.S.
investments in Africa

Reverse trade missions and training

Working capital loans for
U.S. exporters

African trade promotion programs

G GIR  AATIR

Loans to African purchasers
of U.S. goods and services

E@ ﬁ |y | O [

Transaction advisory services



발표자
프레젠테이션 노트
As I mentioned earlier, one of the tools that USAID uses to mobilize private capital is a “Multi-stakeholder Investment Partnership.” The best example of that tool is in “Power Africa.”

Power Africa uses a variety of tools and resources to work with its partners to facilitate private sector commitments to invest in Africa’s energy sector.
USAID is providing $285 million in technical assistance, grants, and risk mitigation to advance private sector energy transactions, and help governments adopt and implement the policy, regulatory, and other reforms necessary to attract private investment in the energy and power sectors
USAID is working with private partners to identify key barriers to private sector investment in the power sector, and then working with African governments to promote regulatory and policy reforms to pave the way for Power Africa projects, as well as for future private sector investment.
Power Africa’s transaction advisors liaise between the private sector and host country governments, to help advance the financial close of a given project. These advisors help investors understand the country’s energy sector, advocate for needed policy or regulatory reforms, and facilitate dialogue between governments and the private sector. 
USAID is using the DCA tool to mobilize local financing that encouraged private lenders to invest in off-grid solutions.
 In Tanzania, a pipeline of small-scale, renewable energy generation projects has been developed through a collaboration among the Tanzania rural energy agency, private sector investors, and other donors. 
East Africa Power, a 10 MW hydro small power producer, received a $12 million portable loan guarantee via Power Africa. The guarantee has served to make the project more attractive to local financial institutions."
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Power Africa:
Accelerate Energy Investment in Africa
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프레젠테이션 노트

The Power Africa model brings together USG agencies, donor and multilateral organizations, private sector partners, African governments and regional institutions, universities and civil society organizations and aligns them all around one goal - to expand the availability of, and access to, electricity in sub-Saharan Africa. In doing so, Power Africa is developing a strong ecosystem around power sector development and investment in Africa.

[IF I HAVE MORE TIME:]

600 million people in sub-Saharan Africa lack access to electricity, forcing them to spend significant amounts of their income on costly and unhealthy forms of energy, like diesel to run factory generators and smoky and scarce wood for indoor fires for cooking.
For sub-Saharan Africa the scale of investment needed to achieve universal energy access is about $15-$20 billion per year, every year, through 2030. 
Power Africa will achieve this goal by unlocking the substantial wind, solar, hydropower, natural gas, and geothermal resources in the region to enhance energy security, decrease poverty, and advance economic growth.
Power Africa aims to add more than 30,000 MW of cleaner, more efficient electricity generation capacity in sub-Saharan Africa as well as also increase electricity access by adding more than 60 million new household and business connections.
The level of funding needed to electrify the continent far outstrips the capacity of African governments and foreign donors. As a result, a main emphasis of Power Africa involves using the USG’s convening power to galvanize collaboration that crowds in private investment into the energy sector
USAID’s Power Africa has brought together nearly private partners (and growing) including, power sector developers, investment funds, advisory services, banks and business associations.  Each Have made a commitment to add a certain amount of generation to the grid, or make capacity available through off grid and small scale solutions.
To date, our private sector Founding Partners have pledged to develop nearly 10 GW of critical generation projects in the five of the Power Africa focus countries, resulting in over $20 billion in investment in these countries' power sectors.
Private sector partners are also focused on mini-grid and distributed power services and infrastructure, which can provide clean, reliable energy to Africa's rural populations. Commitments sum to 700,000 new households and businesses served and over $1.1 billion in investment.
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Active PPP in FY 15: 365
Africa: 89

Asia: 73 o D

28 b
LAC: 65 od 00
E&E: 18

ME:

AF/PK: 8
Global Lab: 65
BFS: 16

E3: 9

GH: 7

DCHA: 4
EBOLA: 1

Map shows mission countries that reported FY15 active PPPs. Pillar bureaus and regional missions not depicted on map, though included in total PPP count.

Information in this presentation is accurate as of May 16, 2016 and reflects the FY15 active Public-Private Partnerships (PPPs) data reported by USAID operating
nits.


발표자
프레젠테이션 노트
Here’s the rack-up of USAID’s PPP in our FY 15, which needs to be updated. This does not include Development Credit Authority under which we executed 526 guarantees worth $4.6 billion in 76 countries.  
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Thank You!

John Seong
Senior Development Counselor
United States Agency for International Development

December 2017
Email: joseong@usaid.gov
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What do private capital partners
gain by collaborating with USAID?


발표자
프레젠테이션 노트
Then, what do private capital partners gain by collaborating with USAID?
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Drive growth &
profitability

Revenue growth, new markets,
new customers, new products

Mitigate risk
Political, operating, financial,
market, reputational, etc.

Achieve sustainability Attract & retain talent
goals Employee engagement,

Reduce environmental impact, recruitment, healthy & productive
positive impact on employees & workforce

communities

Strengthen brand,

reputation, & Innovate ,

. . To enable business outcomes:
relationships improve ' reduced cost, increased
image, build relationships with - profitability, improved quality &
governments & communities, efficiency

secure ‘license to operate’
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[READ SLIDE]
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Extractive  Ensuring uninterrupted mining or drilling operations
Companies « Mitigate political risk by strengthening relationships with
Chevron communities & local & national governments

o Comply with community investment requirements
* Meet local content/sourcing requirements

e Comply with industry standards & norms (e.g. conflict
FieLDs minerals, workplace safety)

* Improve workforce productivity & health

Manufacturers & « Expand sourcing, production, & markets to grow sales

Retailers « Develop new products to add value or serve new markets (e.g.
BOP customers)

* Strengthen international & local supply chains
Walmart J PPY

Save money. Live better.

M

» Strengthen skills & productivity of workforce

* Invest in use of technologies & solutions to increase quality &
efficiency of production & supply chain

« Strengthen brand & corporate image
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Let’s look at the actual example of what the private capital partners gain by collaborating with USAID:
 
Extractive Companies
A large number of extractive companies (e.g. oil and mining) have operations in countries where USAID works. Given that their operations involve extracting ‘wealth’ from the ground from the communities where they operate, they often see collaboration with USAID as a means to help them secure a social license to operate and reduce the risk of political or community dynamics impacting their operations.
Extractive companies often employ a large number of employees and see an interest to collaborate in areas such as workforce development and workplace health programs as a means to enhance worker productivity.
Manufacturers and Retailers
Global companies and brands like Nike and Walmart often source, produce and market products in emerging markets where USAID works. These companies see multiple areas where collaboration might make sense, from engaging in CSR activities that may strengthen their brands and image, to strengthening their supplier networks. 
Given global focus on pollution, workers rights and safety in the manufacturing process (think Bangladesh textile factory fire in November 2012  where 24 workers were killed and 70 injured), many global brands have an interest in collaboration that help them and their suppliers address concerns related to social and environmental issues.
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What is the crux of effective
private capital engagement?


발표자
프레젠테이션 노트
So, both USAID and private capital partner try to fulfil respective interests from the collaboration. The question is What Is The Effective Private Capital Engagement?
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Optimum Point for Collaboration with Private

Sustainable livelihoods

New products & markets _ .
Climate change resiliency

Long-term profitability

Lower investment risk Business | PSE \USAID Clean water
Reliable supply chains Interests \ Opportunity I|Development Food security
Educated workforce /Goals Access to healthcare
Innovation Democratic governance

Primary education for all

Brand recognition _
Sustainable outcomes

Community goodwill

Convergence of Development Goals & Business Interests


발표자
프레젠테이션 노트
[GO OVER THE OVERLAPPING CIRCLES]

It is the overlapping oval area of the two circles that represents the aligned interests and shared values for both parties. If we can engage the private capital partners here, that would be the effective engagement.
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Alignment of Interests Increases

Corporate Philanthropy —
Contributions or
volunteerism from a private
sector partner to ‘do good’
in the communities or
countries where a
company may operate or
sell products

Project Last Mile
Applying Coca Cola’s logistics,
supply chain, distribution, &
marketing expertise
to improve medicine
distribution in Africa

Corporate Social
Responsibility —
Engaging in social,
environmental, &
developmental issues
that are aligned to a
business’s strategy &
operations, but not part
of its core business

Bl Microsoft

4Afrika & YouthSpark
Scholarships, mentoring skills,
development in
entrepreneurship, &
employability to
build a competitive workforce

Mobilizing Private Capital
for Development

Shared Value — Co-
created partnership
between USAID & the
private sector that
addresses long-term
strategic business interests
while creating sustainable
development impact

A
GMCR

Coffee Farmer Resilience
Initiative
Green Mountain Coffee
Roasters is helping coffee
farmers (their suppliers)
combat the leaf rust epidemic
in Latin America
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Alignment of interests/shared values grow as  the private capital partner shifts its contribution from philanthropic work to CSR to shared value.

Under Corporate Philanthropy 
private sector partner makes a contribution to ‘do good’ in the communities where the company may operate or sell products. These activities are mostly focused on building a company’s goodwill, image, brand, or desire to ‘give back to the community’ and in some cases linked to a desire to secure a ‘social license to operate.’
While adding value to the community, they are not necessarily generating direct value to the company outside of goodwill.
Under Corporate Social Responsibility 
Companies engage in social, environmental and developmental issues that are aligned to a business’ strategy and operations, but not part of its core business
Shared Value occurs
When we have a co-creative partnership between USAID and the private capital partner that addresses long-term strategic business interests while creating sustainable development impact.
In many cases, companies will view shared value as a means to achieve the same brand and reputational benefits of corporate philanthropy and CSR while engaging in activities that are directly linked to a company’s core business activities, competitiveness, and growth.

By the way, what you see on this slide actually represents the actual partnerships USAID has with CocaCola, Microsoft and Green Mountain Coffee Roasters. 
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Private Capital Develop & Grow Targeted Sectors & Value
Value Proposition | Chains

& 4

» Purchasing power to create market demand for local farmers &

producers
 Expertise in supply chain management to support more
Walmart efficient & competitive value chains
@ « Modern equipment & technologies to increase agricultural
productivity & rural incomes

JOHN DEERE

Expertise in modern agriculture practices adaptable to
varying climate & agronomic conditions

 Technologies & solutions that serve as the foundation of ICT
ol l Iol l o sectors & knowledge-based economies
CISCO_ Proven models & methodologies for developing skills of ICT
professionals
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For another example, private businesses bring markets, financial resources, & expertise that can help us develop and grow more sustainable & competitive value chains

As one of the largest retailers in the world, Walmart brings significant purchasing power that create market opportunities for SMEs and farmers associations across multiple markets, while bringing expertise in supply chain management, product development and quality control systems. USAID and Walmart have a global GDA to collaborate on Women’s Economic Empowerment, Farmer Training and Sustainable Agriculture, and Vocational and Youth Skills Training. In 2015, Walmart purchased $100 million in produce from 3,400 SMEs and farming coops supported by USAID, accounting for 35 percent of fruit, grain, and vegetables sold in their stores across Central America.
John Deere manufactures and distributes modern farm equipment and production technologies (e.g. tractors, planters, cultivators, sprayers and harvesters) that increase agricultural productivity. While the company supplies equipment for large commercial farmers, they also supply systems designed specifically for small holder farmers and often collaborate with other agro technology companies (e.g. seed companies) to develop packages to help farmers increase productivity. For example, in Central Asia, John Deere collaborated with USAID, Pioneer/Dupont and Monsanto to provide in-kind donations for equipment and input packages to farmers, combined with technical assistance for dealers and distributors. In Zambia, John Deere worked with its dealers and local financial institutions to create a financial solution for small holder farmers to lease or purchase equipment tailored to the needs of smaller farms.
CISCO provides hardware, software, and service offerings that are used to create the Internet solutions that make networks possible - providing easy access to information anywhere, at any time. Its products are designed to transform how people connect, communicate, and collaborate. The products are installed at enterprise businesses, public institutions, telecommunications companies, commercial businesses, and personal residences. 
Recognizing the need of skilled professionals in the ICT sector,  USAID and Cisco have collaborated worldwide to establish networking academies in sub-Saharan Africa, which deliver ICT training to help improve career and educational opportunities for individuals in communities around the world - with the objective of stimulating economic growth and adding tech-savvy individuals to the workforce in the countries in which we and Cisco operate.


TATES
4Q‘°
A
*
-
g
A

3 &
¥ FROM THE AMERICAN PEOPLE

Mobilizing Private Capital
for Development

USAID Tools and Resources to Mobilize Capital

Risk Mitigation Tools

Internal Advisory
Services

Co-Investment
Frameworks

Multiple Development Credit Authority Risk
Mitigation Products

Private Capital and Microenterprise Office (PCM)
(E3)

Markets, Partnership and Innovation Office (BFS)
Center for Advancing Innovation and Impact
(Global Health)

Field-based Investment Officers

Global Development Alliances (GDA)

GDA Annual Program Statement
Partnership to Accelerate Entrepreneurship
(PACE)
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As mentioned, there are a number of USAID tools and resources we access to help explore opportunities to engage various private capital partners. I don’t have the time to go through all of them, so I will just introduce GDA.


Note: Field-based Investment Officers are in South Africa, Senegal, India, Peru, Thailand, Egypt, Ukraine
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USAID Tools and Resources to Mobilize Capital

Catalytic Capital * Development Innovation Ventures (DIV)
Tools  Grand Challenges
Project-based * Investment Support Program (BFS/PCM)

Advisory Services * Financing Growth (PCM)
» Partnering for Innovation (FtF)
« SHOPS (Health)

Multi-stakeholder  Power Africa
Investment  New Alliance for Food Security and Nutrition
Partnership * Private Financing Advisory Network (PFAN)

Other * Lending Toolkits (Clean Energy and Agriculture)
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As mentioned, there are a number of USAID tools and resources we access to help explore opportunities to engage various private capital partners. I don’t have the time to go through all of them, so I will just introduce two of them – GDA and multi-stakeholder investment partnership (Power Africa).
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Power Africa:
Using the Convening Power to Accelerate Energy Investment in Africa
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[GO BACK TO USAID TOOLS SLIDE]

USAID’s tools to mobilize private capital can sometime take a very complex, sophisticated model.

The Power Africa model brings together USG agencies, donor and multilateral organizations, private sector partners, African governments and regional institutions, universities and civil society organizations and aligns them all around one goal - to expand the availability of, and access to, electricity in sub-Saharan Africa. In doing so, Power Africa is developing a strong ecosystem around power sector development and investment in Africa.

600 million people in sub-Saharan Africa lack access to electricity, forcing them to spend significant amounts of their income on costly and unhealthy forms of energy, like diesel to run factory generators and smoky and scarce wood for indoor fires for cooking.
For sub-Saharan Africa the scale of investment needed to achieve universal energy access is about $15-$20 billion per year, every year, through 2030. 
Power Africa will achieve this goal by unlocking the substantial wind, solar, hydropower, natural gas, and geothermal resources in the region to enhance energy security, decrease poverty, and advance economic growth.
Power Africa aims to add more than 30,000 MW of cleaner, more efficient electricity generation capacity in sub-Saharan Africa as well as also increase electricity access by adding more than 60 million new household and business connections.
The level of funding needed to electrify the continent far outstrips the capacity of African governments and foreign donors. As a result, a main emphasis of Power Africa involves using the USG’s convening power to galvanize collaboration that crowds in private investment into the energy sector
USAID’s Power Africa has brought together nearly private partners (and growing) including, power sector developers, investment funds, advisory services, banks and business associations.  Each Have made a commitment to add a certain amount of generation to the grid, or make capacity available through off grid and small scale solutions.
To date, our private sector Founding Partners have pledged to develop nearly 10 GW of critical generation projects in the five of the Power Africa focus countries, resulting in over $20 billion in investment in these countries' power sectors.
Private sector partners are also focused on mini-grid and distributed power services and infrastructure, which can provide clean, reliable energy to Africa's rural populations. Commitments sum to 700,000 new households and businesses served and over $1.1 billion in investment.
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Power Africa:
Usina Multinle Tools to Subpbort Enerav Transactions in Africa

The Power Africa Toolbox

Technical assistance

Direct grants to African
governments for energy projects

Grants to off-grid
communities for access

Feasibility, project preparation and
technical assistance grants

Risk mitigation insurance

Advocacy of legal, regulatory
and institutional reforms

Loan guarantees

Advise on government budgeting
and financial accountability

Medium and long-term
direct loans for U.S.
investments in Africa

Reverse trade missions and training

Working capital loans for
U.S. exporters

African trade promotion programs

G GIR  AATIR

Loans to African purchasers
of U.S. goods and services

E@ ﬁ |y | O [

Transaction advisory services
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Power Africa uses a variety of tools and resources to work with its partners to facilitate private sector commitments to invest in Africa’s energy sector.
USAID is providing $285 million in technical assistance, grants, and risk mitigation to advance private sector energy transactions, and help governments adopt and implement the policy, regulatory, and other reforms necessary to attract private investment in the energy and power sectors
USAID is working with private partners to identify key barriers to private sector investment in the power sector, and then working with African governments to promote regulatory and policy reforms to pave the way for Power Africa projects, as well as for future private sector investment.
Power Africa’s transaction advisors liaise between the private sector and host country governments, to help advance the financial close of a given project. These advisors help investors understand the country’s energy sector, advocate for needed policy or regulatory reforms, and facilitate dialogue between governments and the private sector. 
USAID is using the DCA tool to mobilize local financing that encouraged private lenders to invest in off-grid solutions.
 In Tanzania, a pipeline of small-scale, renewable energy generation projects has been developed through a collaboration among the Tanzania rural energy agency, private sector investors, and other donors. 
East Africa Power, a 10 MW hydro small power producer, received a $12 million portable loan guarantee via Power Africa. The guarantee has served to make the project more attractive to local financial institutions."
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Development Credit Authority (DCA)

*DCA is USAID’s partial loan guarantee tool used to
bridge access to finance gaps in support of USAID’s
programming around the world

Unlike grants or contracts, DCA is a unique tool
deployed with support from DCA Investment Officers
and a USAID missions
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Development Credit Authority (DCA)

How does it work?

A private lender and borrower (or group of borrowers) are
identified through various channels

A formal agreement is signed between USAID and a private lender
*The lender provides a loan(s) to a targeted borrower/
beneficiary(ies)

*USAID pays 50% of realized loss following receipt of claim from
lender

Why does it exist?

*To assist in mobilizing commercial debt solutions to underserved
borrowers facing challenging financial market conditions


발표자
프레젠테이션 노트
[READ THE SLIDE]


Mobilizing Private Capital
‘ USAI D for Development

2 FROM THE AMERICAN PEOPLE

Peru Cocoa Alliance and responsAbility-Romex DCA

Embedding a guarantee for anchor buyer to finance input on-lending to
small holder farmers within a GDA

SE =

Farmers

DCA

Impact: Local Peruvian cocoa
company able provide credit for

responsAbility

inputs to hundreds of small-holder Jufgz Bl .
Alliance

farmers/suppliers to expand cocoa
production.
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Now, let’s turn to an example of DCA

Development Challenge;
In Peru, small farmers struggle to make a living off of 1-2 hectares of land, and some turn to illicit coca production to supplement their incomes. 
At the same time, global cocoa companies and chocolatiers are looking for reliable and sustainable sources of cocoa
Peru has the climate, native genetic material, and available land to support large-scale production of highly-demanded “fine flavor” cocoa. 

Peru Cocoa Alliance
The Peru Cocoa Alliance is a $75 million Public-private partnership supported by USAID to galvanize investment in expansion and productivity in Peru’s cocoa sector.
Establishes direct market linkages  between producers and national and international buyers to facilitate financing required for higher yields and at least 28,000 additional hectares
Promotes  quality cocoa with traceable, integrated agro forestry systems to maximize and diversify farmer incomes and meet buyer needs while protecting the rain forest’s rich biodiversity.  

Romex is a key local partner within the Alliance.  Romex (Alliance Member) is a local aggregator that has an agreement to sell cocoa from Ecom Trading (Alliance Member), one of the largest cocoa traders, and supplier of cocoa to the world’s leading chocolate brands.
Romex purchases cocoa from thousands of small holder cocoa farmer
Romex also provides inputs and extension services to its supplier farmers on a credit basis.
At the time when the small cocoa farmers sell their cocoa to Romex, the pay back the ‘loan’ in the form.
The ability of Romex to expand its supplier network and work with more cocoa farmers has been limited by its own ability to access the finance to cover the cost of the plant material it provides to farmers.
Since it can take more that a year from the planting of coca trees to productive harvest, Romex’s model of providing plant material to its cocoa farmers adds an additional financing burden.

DCA Solution
The Alliance and USAID DCA worked together to develop a DCA with responsAbility, a Swiss-based impact fund.
As part of the DCA, responsAbility is providing a loan to Romex to then provide credit or ‘on-lend’ to its farmers and finance the cost of inputs/planting material.
Romex is unable to pay back the loan to responsibility, the DCA guarantee would share the cost of default with responsibility

The loan from ResponsAbility is structured is 7 years with 3 years grace period at 9.25%.  
Based on the agreement with USAID, ROMEX is charging 20% to farmers in order not to undercut MFIs as much (they currently lend at 23-30% to farmers if there is an anchor buyer).  
ROMEX is considering using the 10% spread to help pay for extension services (provided by the Alliance) to the farmer so that they maximize the increased productivity resulting from the credit.  
The Alliance is hoping that farmers will use their improved returns to invest in expansion of their farms.  A farmer with one hectare of cocoa at traditional productivity grosses $2,200.  With 3 hectares at higher levels of productivity they might get to $10-12,000.  If they get to 5 hectares they are completely sustainable SMEs that are out of poverty. 

Impact: 
The DCA has enabled ROMEX to obtain the debt financing needed to expand its supplier network, and enable more farmers access to the plant material and inputs needed to grow high quality cocoa.
Farmers are able to earn over $2500 per ha by growing and selling quality cocoa beans.
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Since FY99, DCA has signed 528 guarantees, leveraging $4.8 billion in private
capital, achieving a 75% utilization rate for expired guarantees

$4,814,952,733 $1,711,871,641 528 386
Total Portfolio Utilized Portfolio Guarantees Financial Partners
76 229,346 23:1 $206,926,384
Countries Borrowers Leverage Ratio Total Subsidy Cost
$19,055,400 75% 2.31%
$19’789’ 167 Fees Received UtiIizatiorj Rate Default Rate
e
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