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How to help create 400
million new jobs In
Africa?
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Projected Annual Growth Rate of Country Populations, 2010-2050
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World economic growth, 2015
(GDP real % change, year on year)
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Presenter
Presentation Notes
The following SDGs are particularly important with regard to EU commitments for future action in the areas of private sector and trade:
SDG 8: Promote sustained, inclusive and sustainable economic growth, full and productive employment and decent work for all
SDG 12. Responsible Consumption and Production
SDG 17. Strengthen Means of Implementation and revitalise the global partnership for sustainable development : (in particular on targets related to finance, trade and multi-stakeholder partnerships).
 
and that our action will also contribute to other SDGs regarding poverty eradication,, gender equality/women economic empowerment, inclusive societies, you could also mention for instance SDG2 on agriculture):

SDG 1. End poverty in all its forms everywhere
SDG 5.  Achieve gender equality and empower all women and girls
SDG 10.  Reduce inequality within and among countries
SDG 16. Achieve peaceful and inclusive societies, rule of law, effective and capable institutions
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GOAL 8 '

Promote sustained, inclusive and sustainable economic growth, full "
and productive employment and decent work for all

©

GOAL 9

Build resilient infrastructure, promote inclusive and sustainable
industrialization and foster innovation

GOAL 12

Ensure sustainable consumption and production patterns

GOAL 17
Strengthen the means of implementation and revitalize the global

partnership for sustainable development
©0
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Presentation Notes
- Local manufacturers integrate to the global value chain by benefiting from comparative advantage, which is linked to the opportunities in the chain of the manufacturing process.  
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Sources of financing: overall picture

Public Domestic Finance
Total: 4.4tn

Tax revenue: 4.3 tn
Potential of removing harmful
subsidies: 523bn
Public External Borrowing: 85 bn
Memo items
Total Reserves, incl. gold: 5.4 tn
llicit financial outflows: 0.9 tn

fossil fuel

Public International
Finance

Total: 0.2tn

ODA Grants: 144bn
Concessional Loans: 31bn
Other official finance: 30bn
UN-sanctioned international
operations: 7bn

security

Private Finance
(domestic & international)
Total: 4.8tn

Domestic Private Investment: 3.5tn
International Investments: 824bn

Private External Borrowing: 92bn
Remittances: 370bn

Potential from reducing the transfer costs to

5%b: 16bn per year.

Private Charity: 56bn

____________________________________________________________________________________________________

International Trade*

Total volume of developing countries’ exports: 5.8tn

* Trade is not a financing source, but an instrument that facilitates private and public finance mobilisation. The impact of
i trade on growth and poverty reduction depends on the national context and the measures taken.
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1. From this slide, we can see ALL financing that could be used for sustainable development in the three categories. 

First the Public Domestic  Finance, which includes the tax revenues of governments, complemented by borrowing.
Second, Public International Finance, which is principally ODA. 
Both Domestic and International Public Finance should be fully focussed on providing public goods. 
The third category is Private Finance, which includes investments by both domestic and international firms, and other flows which are not from the governments. 
Private finance should be seen differently from public investment, because it is primarily targeted at private profit, not providing public goods. 

I also bring Trade into the picture, as it is an important tool for development. 

Here we take a look at the aggregate picture for ALL developing countries in 2010 – be they low or middle income countries. Of course, data on these resources are not perfect and should be taken as an indication of magnitudes. 

2. What do we see from the data? 

First, Public Domestic finance (USD 4.4tn) is the main source directly available for government spending – it is up to governments to decide how they use it. These are relatively stable, and additional stability can be provided by the official reserves. Also, there is scope for most developing countries to significantly increase their domestic revenues, including by better tax collection and fighting illicit flows. On the spending side, removing harmful fossil fuel subsidies could bring additional major financing for sustainable development. We will come back to this.

Second, Public international finance (USD 0.2tn). It is an important source for some countries, notably the least developed ones, but is quite marginal for developing countries as a whole (0.9% of GDP). At global level, aid is relatively stable, but volatility for individual countries remains relatively high. 

Third, Private finance (USD 4.8tn) is the biggest potential source for investing in sustainable development, and could make a big contribution to global goals if well targeted. Interestingly, domestic investment exceeds by far the international investment for the developing countries as a group. As the domestic and international private sector is well integrated, I think it is best to consider them together.

So, looking at all developing countries as a group, currently these $9.4 trillion are everything available to finance investments for ALL domestic and international goals. 
	I think it is important we look all these resources as together and avoid earmarking part of the pot for one or another goal. Instead, investments should 	target as much as possible more than one goal. Because we know every euro can only be spent once, so it is crucial we do not perpetuate silo approaches. 

Finally, Trade is an important factor of relations between countries that can foster sustainable growth. It is important to note that trade between developing countries already exceeds trade with developed countries. This may be an indication where most of the potential lies. [if interest: The EU will continue with its EBA regime for the LDCs.]

However, this overall picture does not show the big variations between individual countries. 
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Leveraging Private Sector Role for Development

Sustainable Trade and
Investments,
PRIVATE Responsible Value
SECTOR Chains,
Industrialisation and
local value added,
Inclusive Business
Models, Innovation

JOBS,
GROWTH,

DOMESTIC
RESOURCES

PSD/Business Environment

Grants/ TA/Blending

Innovative Financial Instruments PUBLIC SOCIAL SERVICES
Global Public Goods
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Opportunities
Job creation: the private sector provides 90 % of jobs in developing countries.
Investments: Huge financing gap between ODA and real investment needs.
Innovation: Energy, agriculture, infrastructure, digitalisation, mobile solutions.
Growth: 4%-5% of GDP growth on average in developing countries and emerging economies.
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Why strengthen the role of private sector in EU's
Development Policy?

Addressing challenges

Business and investment environment
Access to finance mainly for SMEs
Skills gap

Information gap

Digital divide

Risk mitigation
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The private sector can bring the necessary capital to match the available public sector resources, that alone would not be sufficient to materialize viable operations : ex PPP in Energy for instance

The private sector has the experience, management capacity and expertise to venture efficiently in operations (as the operation must be viable and sustainable);

The private sector can bring new essential services to a growing middle class population that otherwise would not be available , as in the health and education sector (development of clinics in Africa) 

The private sector can answer with innovative solutions to logistical constraints  as in the case the money transfers through mobile in remote areas of Africa;

Development of local private sector as supplier in global value chain for local markets (ex. supplier of locally produces barley for the beer production) : this not only ensure regularity of supply, but also protect against risks exchange currencies,  and transport cost increase 

Private sector involvement in ensuring  sustainability : as in tourism where revenues are used to protect the local environment and preserve the cultural heritage
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2014 EU Private Sector Policy

EU strategy for private sector development in developing countries
(business environment, access to finance, improving enterprise productivity
& competitiveness...). Endorsed by EU Member States.

Engaging and partnering with the private sector to achieve development
impact.

Focus on sectors such as energy, agriculture and infrastructure, as
announced in the Agenda for Change, including through blending.

Dialogue and joint action with business and civil society.

Principles and criteria guiding the EU’s engagement with the private
sector in development cooperation.
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The EU has played an important role in shaping the 2030 Agenda, through public consultations, dialogue with our partners and in-depth research.
Commission Communication 27 February 2013:  "A Decent Life for All: Ending poverty and giving the world a sustainable future".
Commission Communication 2 June 2014 -"A Decent Life for All: From Vision to Collective Action
The EU strategy for private sector development will address better regulatory environments in partner countries, business development support and access to finance, especially MSMEs in the formal and informal sectors, which play a particularly vital role in job creation.
This new strategy introduces private sector engagement as a new dimension into EU development cooperation to harness the potential of private sector, both as a financing and implementing partner in development. Encouraging positive development impact of companies as part of their core business strategies. Sustainable and responsible investments and supply chains, as well as inclusive business models and financial inclusion are among the key words. 
For instance, One good example is the EU initiative on responsible management of supply chains in the garment sector that the Commission is preparing, to be launched before the end of 2015. (First, it will take the form of a multi-stakeholder platform to support dialogue and coordination, raising consumers' awareness and explore possibilities for improving transparency in producing countries).
- Proposes actions, tools and modalities to facilitate the mainstreaming of PSD and engagement across relevant sectors such as sustainable energy, sustainable agriculture, infrastructure and green sectors.
It also proposes clear principles and criteria for the design and implementation of public support to public-private collaboration to ensure clear direction and a focus on poverty reduction in PSD programmes and partnerships.

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52014DC0263&from=EN
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2014 Private Sector Communication

- Principles

Focus on employment || A differentiated Create opportunities Account for different
creation, approach to the through market- local contexts and
inclusiveness and private sector based solutions fragile situations
poverty reduction

Follow clear criteria in Put strong emphasis Observe policy

the provision of direct on results coherence in areas

support to private affecting the private

sector actors sector in partner

countries

"Support to speed up development or to overcome
market failures and sub-optimal investment situations"
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Obviuosly the support to the Private Sector shall comply  with with the EU Legal and financial instruments available
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2014 Private Sector Communication
- Criteria

Shared interest and
co-financing

Additionality Demonstration effect

Adherence to
social, environ.,
and fiscal
standards

Measurable
development impact

Criteria for supporting private sector — to
guarantee development impact and
sustainability and to avoid market distortions
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Key instruments 2014-2020
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Funds reserved to private sector development in EU P~
aid instruments — DG DEVCO indicative core M€
allocations for 2014-2020
Country level National 21 countries 650
(bilateral) Indicative
(DCI, EDF) Programmes
Regional level | Regional Africa, Asia, Caribbean, 600
(DCI, EDF) Indicative Latin America, Pacific

Programmes
ACP level Intra-ACP Africa, Caribbean, Pacific 600
(EDF) Programme
Thematic Global Public Addressing innovative 150
(DCI) Goods and global initiatives

Challenges ...

~ 2000

+ PSD in neighbourhood countries of around 650 million euros for 2014-2017
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- Couple of words on thematic programmes
Countries: 
4 Africa, 90: Congo-Brazzaville, Ghana, Namibia, South Africa
6 Asia, 285: Mongolia, Pakistan, Philippines, Sri Lanka, Tajikistan, Uzbekistan
2 Pacific, 30: Kiribati, Papua New Guinea
4 Caribbean, 40: Cuba, Dominican Republic, Santa Lucia, Trinidad & Tobago
6 Latin/Central America, 186: Colombia, Ecuador, Paraguay     El Salvador, Guatemala, Honduras
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Support through EU thematic
development programmes:
INTRA ACP
and

GPGC Global Public Goods and Challenges '
(GPGC) Cross-

Innovative and inclusive business models
Trade Facilitation
Knowledge, data, statistics

cutting

New technologies: digital, mobile

INTRA ACP (Private Sector)

Business friendly environment

Strengthen productive capacities and value chains
Financial Inclusion

Access to finance for SMEs and blending

19
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TPSD relevant activities under GPGC

financial inclusion: banking the unbanked (e.g. CGAP, digital finance - digital payments are provided and expanding digital finance services). 
inclusive business models: developing innovative products and business models that integrate the poor into the value chain as producers, distributors, business partners and employees or as customers or consumers. 
trade facilitation: implementing Bali commitments of increased capacity of developing countries for market access.
knowledge: data collection, statistics, quality assurance, etc.  
gender, climate change, RBA – key cross-cutting issues.


1. the Consultative Group to Assist the Poor (CGAP) an on-going well-known and global partnership platform that seeks to advance inclusive finance solutions for the poor.

2.  the Inclusive Business Action Network (IBAN) recently created platform that will facilitate the scaling up and replication of all types of inclusive business models (IBM). IBAN connects the dots between the vast number of businesses, existing initiatives, support mechanisms and stakeholders around the world 

3. The overall goal of the STDF is the “increased capacity of developing countries to implement international Sanitary and Phyto-Sanitary standards, guidelines and recommendations, and hence ability to gain and maintain market access”.

4. Grant – direct award - International Trade Centre (ITC) - To contribute to the integration of developing countries, in particular Least-Developed Countries (LDCs), in the global trading system, by means of a relevant, transparent and free access to market information, as a public good.
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What is blending?

Blending is the combination of EU grants with loans or equity from public and private

financiers.

Instrument for achieving EU external policy objectives. Complementary to other aid modalities.
Following relevant regional, national and overarching policy priorities.

EU grant can take different forms:

>

>
>
>

Grant .

Investment grant & interest rate subsidy
Technical assistance

Risk capital

Guarantees

LEVERAGE
Partner Fl funds

20
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ElectriFI

- intensive mobilisation of private sector investments in increasing
and/or improving access to sustainable electricity and energy
services,

- encourage actions with emphasis on decentralised sustainable
energy solutions for populations living principally in rural areas or
underserved areas / unreliable supply areas, and

- attract additional financing™

*EC finance with €75mio
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Agrikl

AgriFl is a new initiative for achieving inclusive and
sustainable agricultural growth on value chains.
Commission Decision took place in 2015, the initiative
will be implemented in 2016.

AgriFl will mobilise additional public and private
investment, in particular through the provision of risk
capital, guarantees or other risk-sharing mechanisms.

AgriFl responds to the lack of financing mechanisms
adapted to farmers and agri-entrepreneurs, particularly
for smallholders and agribusiness MSMEs.

AgriFl will be funded from various instruments and
sources including blending operations

22
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Need for increased investment in rural areas beyond public finances
Investment capacity of small producers and rural MSMEs largely insufficient. 
High risk in agricultural production and the high cost of doing business in small rural markets.
Financing actions that have a clear development impact on those that would normally not be reached. 
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Partnering and Engaging with
Private Sector — HOW?

Participation in EU Tenders and Call for Proposals

Financial Instruments and Blending (Investment Fund for Africa; Agrifi;
Electrifi)

Structured dialogue (African Business Forum; Regional B2B and Business
networks projects — ELAN, AL-Invest, local business fora, etc...)

Multistakeholder Approaches (Garment Initiative, PFD,...)

Practical Partnership Arrangements with Individual Companies
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We are looking ways to engage and partner with PS. 
leveraging PS participation and funding is a key challenges for our blending activities. 
Develop further on the basis of existing activities.
Opportunities through EU cooperation programs – but this discussion is for another day.



Garment. ‘Initiative

. I Because we care
__J  how our clothes

. Why are

are made!
e b
important in
fashion?

©MaarjaMeitern@PSTeam

(" Because we do
not want
children to
work in
factories;

=

Because we want
fashion companies,
workers and
governments to talk
to each other.

Because we
need to ensure
fair wages -
especially for
women;

#ethicalisfabulous

All of us are 1

responsible - we L
need to act

Jointly!

DEVCO is leading a

Commission-wide

multi-stakeholder approach to

make the garment sector more
S inable.




Practical Partnership
Arrangement

Commission is developing a practical framework

arrangement to incentivize businesses to partner for
development objectives

= ldentify mutually interesting goals
= Seek added-value

= Roles, inputs and roadmap
= Development impacts

We build on valuable experience of other actors!
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European dimension: added value

Development policy instruments and funding translate into concrete
projects and opportunities for business

International agreements (EPAs, FTAs, etc.): Access to markets,
and accompanying "Aid for Trade" helps integrate developing
countries into global value chains

Political leverage: Policy dialogue to improve framework conditions
for doing business

Financial leverage: Increased use of financial instruments, such as
blending: making transformative and enabling investments possible

Global presence: EU Delegations key actors on the ground:
projects, policy dialogue, dialogue with business
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Role of EU Delegations in developing countries: 
identify and formulate projects on the basis of established priorities
policy dialogue with national public authorities
contribute to improving the business climate 
facilitate dialogue between EU companies and link with local business community and government
Recent EU business fora in Ghana, Senegal, Ethiopia, Uganda, Tanzania 



Conclusion

* Private Sector plays a
key role in
Implementing SDGs.

e EU has the policy and
the instruments that
can deliver real
results.

e A win-win opportunity
for all stakeholders.

We are ready to
listen and do more!
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Overarching role of PS as also reflected in the Communication "A stronger role for Private Sector achieving Inclusive and Sustainable Growth in Developemnt Countries  
Complementarity in the work of each thematic unit playing an important role in PSD activity. 


Thank you!
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