Tools for Alliance Builders


1. CONSIDERING A PUBLIC-PRIVATE ALLIANCE

The purpose of a public-private alliance is to deliver greater development impact through the combined strengths of multiple stakeholders. Although alliances are not new, the Global Development Alliance represents a more intentional and concerted approach to them, and with a goal to integrate the model into Agency practice. A successfully mainstreamed public-private alliance approach to development is one in which the willingness and ability to identify and engage those intersections is practiced in every program area, in every country where USAID has a presence, and at every level of the Agency. 

Alliances do not typically consist of the usual USAID partner arrangements, wherein the strategic objective team decides the problem and solution and then seeks implementing partners through conventional mechanisms
. Rather, alliances become possible where private sector interests share a degree of overlap with an operating unit’s strategic objective or planned result. Alliances then become a mechanism by which an operating unit taps into additional resources in support of its strategic objectives, and for-profit resource partners enlist USAID’s development expertise in support of its direct and indirect business interests
. 

Under what conditions is a public-private alliance appropriate? The answer depends largely on the local conditions faced at the mission level, or regional or global issues at the bureau level. 

In Armenia, an already strong degree of donor coordination and the presence of large remittance flows from diaspora populations was conducive to generating alliances reforming the media sector and ramping up assistance in the country’s earthquake zone. 

In resource rich countries such as Indonesia, Angola, and Nigeria, extractive companies are now taking seriously the need to effect sustainable investments in the communities in which they operate, as well as engage national and subnational governments where program-level impact can most often be achieved. See the Learning Story series on the GDA website for in-depth treatments of individual alliances in different sectors. 

In Mexico and other countries with diaspora populations, GDA has engaged private financial services companies in order to lower transaction costs so that more resources flow to the populations and communities that need them most.  Alliances also engage hometown associations in order to channel remittances towards community-level investment rather than household consumption. See also FAQs: Remittances and the GDA remittances report.

A collection of about 200 alliances over fiscal years 2002-2003 indicates that the examples of alliance activity are many and varied
. From demand-driven supply chain management to information communication technology skills training among youth to catalyzing nascent markets in a variety of operations, public-private alliances can work wherever private sector interest is corralled by a commitment by development officers to engage the private sector as an important stakeholder in advancing the development agenda.  

What USAID and Private Partners Offer Each Other

In the two fiscal years that the GDA Secretariat has endeavored to mainstream the alliance model throughout all levels of Agency practice, discussions between USAID staff, representatives from the private sector, foundations, and NGOs have brought to light story after story of the symbiotic relationship that develops when the public and private sector meet to implement development programs. Practitioners from each sector have come to realize and appreciate the rich lode of skills the other possesses. 

The Business and Government Case for Doing Business
What are the incentives for business to work with USAID? Today’s emerging consumer markets exist in the same developing countries where USAID facilitates good governance, public health, and economic development. Corporations therefore engage USAID where their direct or indirect business interests can be furthered in those markets, or where their philanthropic interests can be applied. What ‘service’ does USAID provide that corporations might not find anywhere else? Why might a corporation engage with USAID? USAID offers:

· Funding. USAID disburses approximately $14 billion each year to build human and institutional capacity in developing countries. Through the Global Development Alliance business model, there is now a formal mechanism to actively seek ways to bring matching funds to business ventures related to the development outcomes USAID officers seek to engender. 

· Access.  USAID can introduce corporate partners to host country policymakers and key institutions.  Such contacts can help a firm pursue its non-alliance business interests. 
· Development expertise. USAID development officers are leaders in the field of democracy and governance, public health, and economic development, with experience as both practitioners and theorists in facing development problems. 
· Long-term in-country presence. USAID’s decentralized structure results in mission-level competency and autonomy in advancing country-specific development agendas. 
· Relationships with local and global partners. USAID can provide valuable introductions to its vast network of local and international corporations and nonprofits, all potential partners for business.  

What are the incentives for USAID to work with business? Firms have an acumen for profit-driven results due to market pressures public institutions do not face so directly, and therefore have their own unique set of competencies. What are the business ‘services’ USAID can take advantage of?

· Product Development. Well before an alliance with USAID was even considered, Proctor & Gamble invested $20 million developing a product that reduces incidence of diarrhea and other water-borne diseases by up to 50%. 
· Funding – cash and/or in-kind resources. After further investment to distribute and market the product in several developing countries, Proctor & Gamble partnered with USAID to invest $3.5 million to test the product in three model market situations. USAID is working alongside this effort to test market viability and evaluate product efficacy in relation to other available technologies. 
· Core business service expertise. Firms that commit to social responsibility via what they already do as a business can be a powerful force. In Ghana, the largest retail food chain in the world invested in rural pineapple producers to help them meet European Union and U.S. import requirements. The company could then immediately enter the product in its supply chain to retail markets.  

· Product distribution channels. Existing business product channels can be utilized to carry goods of development interest. The social marketing of public health items could then be transported and distributed alongside goods whose distribution was already paid for by market demand. 

· Project design better connected to market realities. Development interventions do not always take sufficient account of how consumers will respond. Working with business can help ground USAID officers to better target their programs for better results.  
The hoped-for result of collaboration between USAID and private sector partners is that synergies will result from such joint efforts. Alliances are most successful when USAID and business offer complementary skills and multiply value. 

Resource Leveraging

A key characteristic of public-private alliances is the leveraging of significant resources defined as follows in ADS 200.6: 

· Leveraging significant resources may include financial resources, in-kind contributions and intellectual property. 

· Significant resources are considered at least or greater than a dollar for dollar or 1:1 match of partner to USAID resources. 

By harnessing or leveraging resources via partner relationships, development activities can leverage deeper development results and eventually have greater lasting impact. To date, rough estimates indicate that USAID has achieved a 4:1 partner to USAID resource leverage. The GDA Secretariat’s database of alliances shows that for FY02-03, $500 million in USAID resources leveraged over $2.7 billion in total partner assets. 

While leveraged resources are a necessary condition for public-private alliances, it is by no means the most important or only condition. Mature alliances will include joint planning and decision-making, innovative approaches and/or nontraditional partners, and sharing of resources, risks and development results. 

The following four key characteristics, known as the Alliance Precepts, are present in successful alliances:

· Joint definition of the development problem and its solution by all development partners in the alliance.

· Agreement between the development partners to share resources, risks and results in pursuit of an objective that can be better obtained with a joint effort.

· Looking toward new partners (or existing partners in new ways) for innovative approaches to get the job done.

· Leveraging significant resources that may include financial resources, in-kind contributions and intellectual property.

Bear in mind that alliances are a return on investment of time and budget over the long term. Though initial outreach and consultation may involve discussions beyond the typical planning process, alliances ultimately produce more attention and resources for development objectives:

· Alliances present an opportunity to at least double resources devoted to a particular development activity being implemented through an alliance

· By working across stakeholder interests, USAID officers can help focus those groups that influence a program’s results

· Alliances increase the human resources committed to an objective — the commitment is greater because the investment of real resources and shared risk are tied to core interests

· The solution to a development challenge often can be achieved through an alliance modality
See Preconditions for Success: An Alliance Checklist for further discussion. 

In evaluating a proposed alliance activity for impact, the amount of resources leveraged is both a technical and cost criterion. However, the amount of resources leveraged is only one factor governing development impact. Therefore higher leverage does not necessarily mean greater development impact relative to a lower resource leverage. It may, however, reflect greater partner commitment, which can translate into greater sustainability. 

In addition to the 1:1 leverage ratio, in 2003 the GDA Secretariat established a requirement that non-public resources should be no less than 25% of the USAID contribution, whether in cash or in kind. For example, an NGO proposes an alliance and requests $1 million in USAID funds, to be matched by a $2 million contribution sourced from the World Bank, another bilateral donor such as the UK Department for International Development (DfID), or another United States Government (USG) agency or department. In this case, the collaboration would be considered donor coordination. To be considered a public-private alliance, at least 25% of the requested USAID funds, in this case $250,000, would have to come from private (non-public) resources. Private resources could be from corporations, foundations, or NGO resources tapped from the private sector, such as private fundraising. The Leveraging Guidelines for APS, as drafted by the USAID General Counsel’s (GC) office and the USAID Office of Procurement (OP), is included in this section’s Tools for additional insight into the concept of leveraging resources. 

Some operating units exceed the 1:1 leverage. The Asia/Near East Bureau (ANE) has continually raised the stakes since first promoting alliances. In FY 2003, missions were encouraged to leverage 2:1 in partner resources. In FY 2004, that figure was raised to 3:1 for the bureau’s education alliance. 

Where Alliances Might Fit in Strategies
While the circumstances surrounding alliance creation differ widely, the basic process of including such alliances in a country strategy is similar to the planning required for any development program, following the precepts of ADS 201.

Alliances in New Strategic Plans
Analytical work at the beginning of a new strategic planning period should draw upon private sector perspectives and experience to assess, by sector, the prospects for alliances to contribute to priority development objectives, examine and engage the range of potential partners (local and international private companies, foundations, NGOs, etc.), and inform mission or bureau decision-making about how best to allocate limited resources towards future alliance building.  

Public-private alliances can be planned at the strategic objective or activity level. Crosscutting objectives are particularly useful in order to capture dynamic alliance opportunities that may arise among any of a mission or bureau’s strategic objectives.

All interested parties in a particular sector or sub-sector should be given equal opportunity to engage with USAID during the strategic planning process.  Once a strategic objective(s) has been established, discussions may mature into analysis of a specific development issue, strategies to address that issue through joint planning, negotiation towards partnership, and implementation through standard procurement instruments. At this point, consideration of organizational conflict of interest (OCI) must be taken into consideration.  

Traditional strategic planning procedures used by field missions may need to be adjusted to accommodate the potential use of alliances as a development tool.  See A Practical Framework: Ten Steps for Analyzing and Integrating Public-Private Alliances into USAID Strategic Planning for an in-depth discussion of the process of organizing the planning, conducting relevant analyses, formulating the strategy, and planning for implementation of alliances in strategic planning.
Alliances in Mature Programs
As alliance opportunities may arise unexpectedly, whether in response to an emergent corporate social responsibility interest or a sudden turn in a longstanding partner relationship, alliances are often programmed midstream in the strategic planning cycle.  

In this context, alliances may be thought of as ‘tactics’ that can be used to contribute to previously approved strategic objectives. For alliances planned at the strategic objective level, there may be discretion within the strategic objective to allocate funds from one activity to another. For alliances planned at the activity level, adjustments often can be made by amending existing grants or contracts. 

Alliance Building with Resource Constraints

Incorporating alliances midstream is often made difficult due to the shortage of USAID budget resources available for newly identified activities.  Some ways of meeting this challenge are:

· Use pillar bureau buy-in mechanisms (or other vehicles) to create a new activity within an existing strategic objective.



Considerations:


Technical assistance (TA) and procurement support may be available from pillar bureau


U.S. partners are likely to be identified and partner relationships in place


  

May not necessarily resolve funding constraints for future year funding


An example of this mechanism is the Alliance in Youth Development managed by EGAT/ENV/UP (Economic Growth Agriculture and Trade, Environment, Urban Programs).
EGAT/ENV/UP, in the process of broadening activities focused on HIV/AIDS, employment and conflict mitigation, planned an EGAT-AFR alliance to support youth development. ENV/UP staff, in collaboration with AFR, developed a joint EGAT-AFR alliance, which builds on an existing Leader with Associates agreement and ENV/UP’s ongoing, separately funded, alliance relationships with the International Youth Foundation (IYF) and Lion’s Club International.  The EGAT-AFR plan is to offer the resources available under these programs — both technical assistance and access to the leveraging potential — to any Africa mission that wishes to develop an activity in support of youth development. Strong interest in this option was demonstrated by missions with SOs in HIV/AIDS, employment, and conflict mitigation, given the central role that youth plays in all three sectors. The alliance affords mission support under this arrangement without requiring funding in the initial year, making it an attractive avenue for resource-short missions interested in alliance building. 
· Build alliances around existing grants/contracts to provide TA support for alliance activity, in parallel with contributions provided by outside partners; partners can be brought in for collaboration and agreement without commingling resources or redirecting existing work.




Considerations:






TA services are already in place





The scope for joint planning is somewhat restricted



May need to amend grant/contract



May need to redefine roles and relationships

This approach could take the form of adding new partners that bring their own funding for program components. Partner contributions might include foreign direct investment, purchasing power, lessons learned, combined political influence, proprietary products, intellectual property, complementary skills and services, volunteerism, and increased problem solving and reach. 

An example of how this approach can work is the Papua Bird’s Head Alliance in Indonesia. 

USAID/Indonesia used existing grants and contracts to support alliance opportunities that contributed to mission priorities. For example, one program was building budgetary capacity in Indonesian local government units in response to the recent decentralization law returning 70% of local revenues back to local governments. When BP began construction of a natural gas processing plant in a resource-rich, previously untargeted region in a remote province, there was obvious need to build capacity in the local government to properly handle the influx of resources from the gas plant and returned to the local government via the decentralization law. The mission successfully expanded existing activities to that region as alliance activities. 

While the mission’s resources were committed under several sectorally focused Strategic Objective Agreements (SOAgs), these did not require amendment or renegotiation since the alliance activities were entirely consistent with the objectives defined in them. Rather, a coordinating mechanism was needed within the mission to ensure management of activities by individual SO Teams. The mission was sufficiently integrated to support the cross-sector alliance program. Where contract or grant amendments were required, contractors were responsive and more than willing to cooperate, as they saw the benefit to the program of mobilizing additional resources under the proposed alliance.  However, an amendment outside the contract scope of work or grant program requires adequate justification and must be approved, which may at times prove difficult and/or time consuming.
· Reallocate resources within a Strategic Objective Agreement (SOAg) to fund new grant/contract support for alliance work.


             Considerations:


This is a clean start — permits competition, joint planning, and clearly-defined partner relationships from the outset.

However, it may be necessary to renegotiate with the host country government

· Seek out partners that can bring their own funding.




Considerations:


This offers a potentially high return on investment of staff time, but with no guarantee of success.

This is not just a theoretical point, but builds on what is routinely practiced by many USAID missions in their donor coordination work. When this concept is broadened to embrace privately funded development programs and is done with focus and continuity, it can produce significant results, as is illustrated by the experience of the Brazil mission. A USAID officer successfully ‘leveraged’ the activities of other bilateral and multilateral donors and private foundations to support local USAID objectives by regularly convening consultative donor meetings and advocating greater coordination in support of specific sectoral goals. 

· Use GDA Secretariat or Bureau Incentive Funds to create a new activity or scale up existing activity supporting an existing SO.




Considerations: 
Additional resources

Clean start – permits competition, joint planning, clear partner relationships








Not available to all

If a mission identifies an opportunity to build an alliance in support of their existing program, but cannot free up adequate budget resources, there are sometimes limited resources within the GDA Secretariat or perhaps through a mission’s parent bureau.  
Bear in mind that USAID’s Development Credit Authority (DCA) works as an alliance, providing a variety of partial guarantees to private lenders and investors to finance development activities. See this section’s Tools for details and examples. 

Tools

· Illustrative Learning Story: Armenia Earthquake Zone Recovery Program

· 

 HYPERLINK "http://www.usaid.gov/our_work/global_partnerships/gda/tab/September102004ToolkitAppendixXVI.doc" 

FAQs: Remittances

· 
GDA Remittances Report
· Learning Stories on Alliances
· Preconditions for Success: An Alliance Checklist

· 
Leveraging Guidelines for APS

· 
A Practical Framework: Ten Steps for Analyzing and Integrating Public-Private Alliances   Into USAID Strategic Planning
· Development Credit Authority and Alliances



At the July 2003 GDA Workshop for USAID Washington, Administrator Natsios brought his own experience to the group in recounting a conversation with the CEO of a major IT firm. Mr. Natsios asked, “What is it that USAID is helping you with since we’ve got so little money?” 





The CEO was clear in his answer – entrée to government ministries and USAID’s deep knowledge of how the national governments work and with whom to work. 











� Public-private alliances are an innovation in Agency practice because they explicitly call for relationships with other donors and private sector resource partners at the mission or bureau level. However, at the activity level USAID does typically use its more traditional network of implementing partners. 


� See The Competitive Advantage of Corporate Philanthropy, by Michael E. Porter and Mark R. Kramer for a discussion of philanthropy aligned with core business interests.  


�  The GDA Secretariat maintains a listing of these alliances. Contact the Secretariat directly for the full listing.
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