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Executive summary

Public—private partnerships have become increasingly
popularin global and Dutch development cooperation.
The Dutch Directorate General for Foreign Trade and
Development Cooperation co-finances a substantial
number of public—private partnerships in the fields of
water and sanitation, food security and renewable
energy, to enhance access to water, food and energy and
thus contribute to economic development and poverty
alleviation. Partnerships bring the private sector, civil
society and public authorities together, a combination
that is expected to improve public services delivery,
enhance local representation and stimulate efficiency.

This study assesses the potential contribution of public-
private partnerships to Inclusive Green Growth, which is
one of the main goals of Dutch development cooperation.
Inclusive Green Growth - or ‘the economics of sustainable
development’ —implies that growth should enhance
welfare for both current (inclusive) and future (green)
generations. This warrants attention for both ecological
sustainability and the distribution of resource access.

To analyse the potential of partnerships for reaching
Inclusive Green Growth objectives, we selected nine
ongoing partnerships financed by the Dutch Directorate
General for Foreign Trade and Development Cooperation.
Using the academic literature on a) the requirements for
effective Inclusive Green Growth strategies and b) the
potential of public—private partnerships, we developed an
analytical framework to be used for data collection (e.g.
partnership documentation, interviews) and analysis.

Partnerships have Inclusive Green Growth potential...
Our main finding is that partnerships have Inclusive Green
Growth potential and that by bringing private sector, civil
society and public actors together, innovative approaches
towards addressing Inclusive Green Growth issues are
found. Partnerships have a clear added value in creating
multi-stakeholder platforms and facilitating learning and
exchange across actors and scales.

Sustaining partnership activities remains challenging, as
the cost recovery of public service delivery remains an
important bottleneck. In addition, inclusiveness requires
that stakeholders are well-represented and green growth
that environmental externalities are included, both rather
complex challenges for partnerships to tackle if prior
institutions for doing so lack.

...but certain pitfalls need to be addressed upfront
Hence, realisation of the Inclusive Green Growth potential
of partnerships requires that the challenges are
acknowledged in partnership design. For example,
additional financing may be required to compensate for
the non-monetary returns of green investments and
additional efforts may be needed to build local
institutions for safeguarding inclusiveness and
sustainability. It also requires that in the design of the
partnership agreement more attention is paid to the
allocation of risks and responsibilities, and that the
interests of the different partners are explicitly defined,
negotiated and aligned.



Different types of partnerships

Our assessment of the various partnerships indicates that
there are significant differences between them. In most
water partnerships, the public objective is clear (improved
access to water and sanitation) and responsibilities are
clearly defined. Private partners, however, are not really
private (e.g. a semi-public water company), and the
business case of most water partnerships is rather weak.
In most of the food security partnerships studied, the
opposite holds; clear business cases but unclear public
objectives. Here, private partners often are global
commodity traders who invest in sustainable resource
sourcing, with an additional farm-household income
improvement component. The three renewable energy
partnerships studied are rather diverse. One is a
conglomerate of public and private partners brought
together for a huge wind energy project in northern
Kenya. The second is a small-scale partnership that
provides off-grid solar energy solutions to rural
populations in Africa. The third focuses on capacity
building and knowledge generation for geothermal
energy development in Indonesia.

Potential contribution of partnerships

In our analysis, we identified the potential contributions
partnerships could make to growth, green growth and
inclusive growth.

Growth

With regard to growth objectives, we found that
partnerships provide added value in facilitating multi-
stakeholder knowledge platforms, and in stimulating
learning and the exchange of information between
organisations, as well as on local, regional, and global
scales. In doing so, a key condition for partnerships to
enhance the efficiency of public goods provisioning is
being met; the donor has less information than the actors
involved in the partnership, and, through better targeting
and a more efficient design of partnership activities, the
efficiency of development cooperation can be improved.
Itis, however, not always self-evident that partnership
actors also have the local, context-specificinformation
thatis required in order to effectively target, design and
implement their activities. Some of the partnerships do
not seem to have a clear picture of the baseline from
which partnership activities are developed. This could
reduce the efficiency of the partnership for development
cooperation as it may result in activities that do not
address the main constraints for Inclusive Green Growth
pathways. Including local organisations and authorities in
the partnership may help address this issue. Including
local authorities may also help to define the public
objectives of partnerships. However, we found that such
authorities are not always included, or even consulted, in
the current partnerships. This is problematic, since

without locally defined public objectives, there is the risk
that partnerships are not effectively contributing to an
improved public services delivery.

There are reasons to doubt that partnerships contribute
to sustained growth, as long-term cost recovery is an
issue in all partnerships. In the Lake Turkana wind energy
partnership, this issue is addressed in the power purchase
agreement, but cost recovery in the other partnerships
studied, is not explicitly addressed. When cost recovery is
related to public services delivery, the partnership cannot
tackle the problem on its own; in most countries, water
tariffs are set by the government, and energy prices are
regulated, as well. In the case of private goods and
services delivery, there is more scope for partnerships to
tackle the issue of cost recovery, but here issues
concerning market power arise. In many cases, the actor
providing the services, such as credit, input delivery or
extension services, is also the party that farmers sell their
crops to. Linking input and output markets benefits the
business case when it comes to recapturing investments
ininformation and credit provisioning, but this is not
necessarily to the benefit of farmers, who often have
little choice in whom to sell their products to. When
entirely new markets are being developed, there could be
a public case for temporarily allowing monopolisation,
but given that the partnerships were found to target
relatively well-developed commodity markets in
relatively well-developed countries, this is not the case.
In fact, itis important to be aware of rent seeking
behaviour in private-sector actors, as public funding may
otherwise contribute to the development of less- rather
than more-competitive agricultural markets. The final
issue with respect to cost recovery is that inclusiveness
implies that everyone has access to the public services,
even the people who do not contribute towards the
related costs. This clearly weakens the business case, but
is crucial from the perspective of poverty alleviation and
inclusiveness.

Green Growth

Partnerships contribute to green growth objectives by
enhancing resource use efficiency through awareness
raising and resource use monitoring, and by using
integrated, watershed or landscape-based planning
approaches. Also, the renewable energy partnerships
contribute to climate change mitigation by reducing the
dependence on fossil fuel energy, and the food security
partnerships contribute to improved soil management
and biogas use. The use of integrated, watershed, or
landscape-based approaches is positive because using
the boundaries of the ecosystem as a planning unit
means more attention is being paid to the externalities of
natural resource use. Awareness raising and monitoring
may trigger more sustainable behaviour, but voluntary



mechanisms alone are often not sufficient. However,
partnerships are generally notin the position to change
the incentives for sustainable resource use, unless they
manage to create markets for environmental goods and
services, such as in the case of watershed or ecosystem
payments. Although several of the partnerships studied
are attempting to create such markets, they often
encounter difficulties; for example, in trying to link up
with carbon markets.

Alternatively, regulation may enhance the ecological
sustainability of resource use, and one of the expected
contributions by public—private partnerships was that
they would help to enforce resource use restrictions
where formal mechanisms are lacking. In the
partnerships studied, however, we saw few examples of
self-regulation. The partnership agreements included few
enforceable, environmental objectives and, with the
exception of the Colombian water partnership and the
Kenyan energy partnership, we found that environmental
objectives do not form an explicit part of the business
case. In fact, we even encountered some potential
negative trade-offs, with a shift in decision-making from
local to national authorities being advocated by the
partnership in Indonesia, with potentially negative
repercussions on local forest conservation. Hence, for
partnerships to significantly contribute to green growth
objectives, this would require a different design of
partnership facilities, possibly also including different
financing mechanisms. For example, getting individual
partnerships to tap into carbon markets may be asking
too much, but directly linking funds for ecosystem
restoration and natural resource management may help
to enhance impacts, in terms of ecological sustainability.

Inclusive Green Growth

Another point is that of putting inclusiveness at the centre
of partnership facilities, which has directed the focus
towards resource access, poverty alleviation and benefit
distribution. This is a positive development from the
perspective of Inclusive Green Growth, but achieving
these objectives has proven difficult for the partnerships
studied. For example, in the food security partnership,
getting poorer farmers to borrow money forincome
diversification has proven challenging, and in the solar
energy partnership, it has been difficult to get poor
people to buy the solar lamps. Clearly, this is related to
the poor farmers’ and households’ lack of funds, and
their high risk aversion. Also, the poor may have different
needs than people who are better off, and whether the
specific needs of the poor are being addressed is
debatable. Many of the partnerships studied, particularly
in the domains of water and food security, closely work
with local user organisations in identifying constraints
and entry points at local levels. Here, it is critical to know

the types of users who are represented in such
organisations — which often are not the poorest people.
Although the problems and solutions as identified by user
organisations may coincide with those of the groups not
represented, there is no guarantee that this is the case.

To tackle this issue, including civil society organisations
has become mandatory in the partnerships. They are
supposedly well-connected at the local level and deemed
capable to represent the interests of the marginalised
and poor. In many cases, however, the civil society
organisations included in the partnerships are Dutch or
international non-governmental organisations (NGOs)
and, although they have often been active in the target
region for a considerable time of period, it is not always
clear who's interests they represent. The partners
interviewed were generally very positive about the role of
the NGOs in the partnership, but this related mostly to
their coordinating activities and less to their effectiveness
in representing local interests.

More generally, when local institutions are lacking or
when they do not represent stakeholder interests well
enough, the objective of inclusiveness calls for efforts
directed at local institution-building and empowerment
—activities that are often beyond the scope of
partnerships, as they require a commitment beyond the
partnership’s lifetime. In fact, many of the partnerships
studied seem to be banking on previous investments by
non-governmental organisations in local institution-
building and empowerment, investments that need to
somehow be maintained or continued for partnership
activities to be inclusive. Overall, the analysis suggests
that partnerships may not be the most appropriate
mechanism for poverty alleviating, as activities are
growth-oriented and are thus targeted at actors capable
of benefiting from growth.

Strengthening partnership design

Next to assessing the potential contributions
partnerships make towards achieving the Inclusive Green
Growth objectives, we considered how the design of
partnership agreements can help partnerships realise this
potential. With regard to the current design of
partnership agreements, we found that considerable
attention is being paid to goals and ambitions and less
attention to the way in which these goals and ambitions
are to be achieved. For example, partnerships have to
meet a number of criteria relating to partnership
composition, intervention strategy and impacts, but
although the division of risks and responsibilities is part
of these criteria, there is no requirement to explicitly
define risks and allocate them between partners or to
specify responsibilities in a partnership governance plan.
As aresult, few partnerships have a governance plan that



is sufficiently elaborate, and there is very little attention
for possible contingencies and how these will be dealt
with in the contract term. This is surprising, as there are
standard public-private partnership contracts that do
include such factors, and itis important to have a
contingency plan. Finally, monitoring and enforcement of
partnership objectives is not an established part of
partnership agreements. Clearly, the ministry has certain
reporting duties, but these are no guarantee that any
public objectives of the partnership will be achieved.

Strict top-down enforcement of partnership agreements
is undesirable, because of the high costs involved in
monitoring and enforcement of partnership contracts,
and because strong enforcement could scare away the
very actors that could help improve the efficiency of
public goods provisioning. Hence, alternative
mechanisms are needed to ensure that the public
objectives of the partnership will be achieved. Interest
alignment and enhanced accountability and transparency
can help facilitate self-enforcement. This study, however,
illustrates that a good balance is difficult to find. For
interest alignment, the business case and public interests
need to be clearly defined. This was only the case for one
of the renewable energy partnerships, where contract
negotiations took almost seven years to be completed. In
other words, interest alignment requires time to define
the various interests and to negotiate how the risks are to
be allocated among the partners involved — time which is

not available in the current set-up of most partnership
facilities. With respect to transparency, the business case
of several partnerships includes the information
developed as part of the partnership; sharing this
information implies giving up strategic benefits,
something that partners are unlikely to do unless there is
some form of compensation. Transparency, therefore,
needs to be negotiated and cannot simply be assumed.
Also, being transparent about partnership objectives and
planned activities makes partners accountable. This has
the advantage of enabling bottom-up monitoring and
enforcement, but also reduces partnership flexibility.
From a public perspective, accountability is important,
also because there is public funding involved. However,
as private investments constitute up to half of the
partnership budgets, the room to negotiate transparency
and accountability may be limited.

This leads us to the potential tension between using
public—private partnerships for efficient public goods
provisioning and for leveraging additional private funds.
If the requirements for public funding are weakened in
order to secure the maximum amount of private funding,
this may reduce the added value of partnerships for
development cooperation and Inclusive Green Growth.
This would clearly not be desirable, as partnerships have
clear Inclusive Green Growth potential.



Introduction

Since the World Summit on Sustainable Development in
Johannesburgin 2002, partnerships have been gaining
institutional momentum (WSSD, 2002). They have
become a widely used policy instrument in the sphere of
international cooperation (UN Sustainable Development
Knowledge Platform, 2014). In the Netherlands, the
Directorate General of Foreign Trade and Development
Cooperation of the Ministry of Foreign Affairs is directing
an increasing part of its budget towards public—private
partnerships. Currently, it is funding three partnership
facilities: 1) water management and sanitation; 2) food
security and 3) renewable energy. The current total
amount of funding for these facilities is approximately
250 million euros.

Partnerships are popular because, in a globalised world,
national governments lack the influence, capacity and
mechanisms to coordinate actions across different levels
and to effectively stimulate sustainable development
(Pattberg, 2012). Partnerships are more flexible and by
combining roles of private, public and civil society actors,
in principle, they would be able to be more effective than
governments, NGOs or businesses alone. The popularity
of partnerships can also be explained by the decreasing
government budgets. By creating partnership facilities,
governments hope to attract additional funding, using
the limited public funds to create a leverage effect.

Partnerships have the potential to combine the efficiency

of the market and the regulatory capacity of the public
sector and social representation of civil society
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organisations, but it remains unclear whether this
potential will be realised. Partnership results, so far, are
mixed (Hart, 2003; Sami et al., 2002; Franceys and Weitz,
2003; Kolk et al., 2008), and seem limited, especially in
terms of sustainability impacts (IOB, 2013; Pattberg, 2012;
Glasbergen et al., 2007; Koppenjan and Enserink, 2009;
Mert and Pattberg, 2015). This raises questions about the
suitability of partnerships for development cooperation,
especially when considering topics such as Inclusive
Green Growth, one of the key objectives of international
development cooperation (World Bank, 2012).

This study explores the potential contribution by
public—private partnerships to improved efficiency and
effectiveness of development cooperation, with a focus
on the potential contribution to Inclusive Green Growth.
We do this for the Dutch Directorate-General for Foreign
Trade and Development Cooperation, Department of
Inclusive Green Growth. It is important to note that it is
an explorative study, not an evaluation. Most of the
partnerships facilitated by the Dutch ministry of Foreign
Affairs have only recently started, and simply cannot be
evaluated yet. Also, although the different partnership
facilities include Inclusive Green Growth elements, they
are not necessarily targeted towards Inclusive Green
Growth. To still explore the potential of partnerships for
Inclusive Green Growth we specifically selected
partnerships with explicit attention for both ecological
sustainability and the distribution of resources and
promotion of resource access.
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In order to learn about the potential contribution of
public—private partnerships to Inclusive Green Growth
objectives, we collected information about the
partnership approach, intervention strategy and first
results. By studying the academic literature on the
requirements for effective Inclusive Green Growth
strategies and the potential of public—private
partnerships, we developed a conceptual framework for
data collection and analysis, which we subsequently used
to study the potential of partnerships and implications of
the outcomes for partnership design. For the empirical
part of the analysis, we commissioned a study by Jan
Joost Kessler (Aidenvironment) and Stephan Slingerland
(Trinomics), who brought in their experience and
expertise in water and sanitation, food security and
renewable energy projects in the developing world. They
present their findings in Kessler and Slingerland (2015),
which formed the basis for our analysis. Subsequently, we
further interpreted those findings by using the academic
literature and studied how these reflect on the
implications for partnership design. Below, first the
concept of Inclusive Green Growth is presented together
with the potential contribution of public-private
partnerships, followed by a description of the partnership
facilities funded by the Dutch Government and
introduction to the rest of the study.

1.1 Inclusive Green Growth

The concept of Inclusive Green Growth acknowledges
that growth is needed for welfare improvement and that,
for this improvement to happen, such growth needs to be

inclusive and green (WB, 2012). Stimulating Inclusive
Green Growth is difficult, not only because it is difficult to
stimulate growth in itself, but because failures in market
and governance systems make it difficult for this growth
to also be green and inclusive. For example, growth
requires that scarce resources are used more efficiently,
so that productivity can be increased. However,
environmental goods and services are not priced in the
current market system, so there is no incentive to use
environmental goods and services efficiently. Similarly,
poor and marginalised people generally lack access to
assets, and institutions fail to properly represent their
interests. Therefore, they tend to benefit less from
growth than those who are better off. Correcting market
and governance failures is difficult, since vested interests
and entrenched behaviour constrain institutional change.
Creative solutions are needed to overcome these barriers,
together with integrated approaches to balance interests,
compensate trade-offs and coordinate use (World Bank,
2012; Bouma and Berkhout, 2015).

In their study, Bouma and Berkhout (2015) review the
literature to assess the challenges that Inclusive Green
Growth strategies need to address in order to be
effective. Starting with the challenges of stimulating
growth, they discuss the challenges of green growth and
inclusive green growth by considering the difficulties
associated with intergenerational and intragenerational
welfare distribution. Figure 1.1 summarises the main
challenges; please note that the different challenges add
up; for example, Inclusive Green Growth needs to address
the challenges of both Growth, Green Growth, Inclusive
Growth and Inclusive Green Growth.



Thus, for partnerships to effectively contribute to the
achievement of Inclusive Green Growth objectives,
partnerships not only should pay attention to ecological
sustainability and resource access, but also address the
underlying market and governance constraints.
Partnerships that pay attention to ecological
sustainability without addressing the underlying
constraining factors are unlikely to have a sustainable
impact, whereas those that only consider the systemic
level make no direct contribution to Inclusive Green
Growth. For example, a project directed at integrated
information systems may facilitate Inclusive Green
Growth strategies, but it will not have a direct impact,
for example, in terms of achieving an actual reduction
in deforestation or improvement of local forest-related
livelihoods. On the other hand, an integrated
conservation development project that fails to address
the high transaction costs caused by a lack of
infrastructure and non-representation of local
communities in national decision-making will not
succeed in improving local livelihoods and forest
conservation beyond the intervention strategy. Hence,
both aspects need to be addressed.

1.2 Partnerships in development
cooperation

In their literature study of public-private partnerships,
the Policy and Operations Evaluation Department (IOB)
of the Dutch Ministry of Foreign Affairs discusses the
many definitions of partnerships (I0B, 2013). Partnerships
can take many forms, varying from contractual
arrangements between public and private actors to
loosely defined networks of public and private
organisations. Partnerships may arise spontaneously or
be formed in response to a call for proposals, and their
objectives may vary from the actual provisioning of
(public) services to joint knowledge development or
political lobbying (Hodge and Greve, 2008).

This study focuses on partnerships in the fields of water
and sanitation, food security and renewable energy,
which are fully or partly financed by the Directorate
General for Foreign Trade and Development Cooperation
of the Dutch Ministry of Foreign Affairs. These are the
so-called tripartite partnerships, involving at least one
public, one private and one civil society actor and based
on a contractual arrangement, but with ambitions that go
beyond that arrangement and therefore require a certain
amount of collaboration between the partners involved.
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Itis important to note that these are highly complex
partnerships. Traditionally, public-private partnerships
focus on clearly defined tasks, such as infrastructure
development, where they help to enhance the efficiency
of infrastructure development while the public interest is
safeguarded by the public actor involved. In the realm of
development cooperation, infrastructure development
may be just one of the objectives, in combination with
those on, for example, capacity building, infrastructure
maintenance and poverty alleviation. Thus, such
partnership agreements need to specify not only the
conditions for infrastructure development, but also the
way in which access is guaranteed for the poor and how
the infrastructure is maintained. This is also where the
contribution of public—private partnerships may be
largest; in a context where institutions are lacking,
information is costly and the poor are not represented,
public—private partnerships may be more effective than
traditional development cooperation, as they combine
the creativity of the private sector, with the regulatory
capacity of the public sector and the social representation
of civil society organisations.

A key question when considering the potential of
public—private partnerships for development cooperation
is that of how achievement of public objectives of the
partnership can be ensured. Development cooperation
has many public objectives, such as infrastructure
development, poverty alleviation and integrated resource
management. There is little incentive for private actors to
invest in public objectives, which is why these require
public funding. To ensure that private actors work
towards achieving public objectives it is important that
those objectives are properly defined (which is difficult
given the above mentioned complexity) and that the
agreement is both monitored and enforced (Hart, 2003;
Williamson, 2000). This is difficult, especially in an
international context, and also due to the voluntary
nature of public-private partnerships. However, strong
enforcement is likely to scare off the private sector and
civil society actors that the government hopes to engage.
Especially when public—private partnerships are meant to
generate additional funding, this may create tension
between the aim to engage private sector actors in
development cooperation and the wish to achieve public
development cooperation goals through public-private
partnerships.

These issues are further elaborated in our conceptual
framework. The next section introduces the partnership
facilities offered by the Directorate-General for Foreign
Trade and Development Cooperation.



1.2.1 Partnership facilities

The partnership facilities studied here are financed by the
Directorate General for Foreign Trade and International
Cooperation of the Dutch Ministry of Foreign Affairs and
described in the Staatscourant (2012a, b), and in the
Dutch renewable energy programme. In particular, for
the partnership facilities on water and food security,
project objectives are in line with those on Inclusive
Green Growth, although it is important to note that
sustainability mostly refers to ‘sustained economic
growth’ and less to ecological sustainability (Bouma and
Berkhout, 2015). For renewable energy, inclusiveness is
not an objective, although one of the partnerships
studied is funded under the former Energy access for all
programme which addresses inclusiveness.

1. The Sustainable Water Fund (FDW) stimulates public-

private partnerships in the water sector formed to

contribute towards water safety and a reliable water

supply in developing countries. Partnership proposals

should contribute to one or more of the following

objectives, and should involve at least one (local)

government body, one industrial party and one NGO or

knowledge institution.

« Improved access to drinking water and sanitation;

- Efficient and sustainable water use, particularly within
agriculture;

- Safe deltas and improved basin management.

2. The Facility for Sustainable Entrepreneurship and Food

Security (FDOV) stimulates public-private partnerships in

the fields of food security and private sector development

in developing countries. With regard to food security,

partnership proposals should contribute to one or more

of the following objectives, and should involve

government bodies, businesses and NGOs or knowledge

institutions:

« Contribute to improving local or regional availability of
nutritious food of good quality;

« Focus on national and regional markets;

 Include food crops.

3. Within the DGIS Promoting Renewable Energy Programme,
the Dutch Government allocated a budget of 500 million
euros for promoting the use of renewable energy in
developing countries in the 2008-2014 period. The
programme involved over 30 partners including the
World Bank, GIZ, HIVOS/SNV, and a range of innovative
private sector partners. The objective of the programme
was to encourage the use of renewable energy in
developing countries. The ultimate goal was to support
developing countries to draw up and implement effective
renewable energy policies.

Proposals for all three programmes must demonstrate to
have a positive impact on access to water or food security
or renewable energy, and to contribute to poverty
reduction. Proposals are also assessed in terms of their
possible negative effects on environmental and social
sustainability issues, and where negative effects are
identified these must be mitigated or compensated.
Proposals should adhere to the so-called ‘FIETS’ criteria,
which include financial, institutional, environmental,
technical and social sustainability criteria. Since the
renewable energy programme is not specifically targeted
at partnerships, it does not contain a detailed description
of partnership requirements.

1.2.2 Partnership requirements

The Staatscourant (2012 a,b) specifies requirements for
water and food security partnerships. In addition to these
partnerships having to contribute to the programme’s
objectives, the programme also requires that
partnerships elaborate their business model and
intervention strategy to create an enabling environment
- for example, to address how they plan to tackle the
underlying systemic constraints. Examples mentioned
under systemic constraints include joint knowledge
development, market creation, institutional capacity, and
financing. Thus, in both FDW and FDOV facilities,
attention is paid to Inclusive Green Growth objectives on
both a project level and a systemic level.

With regard to the financing of the partnership activities,
the FDOV facility finances 50% of the costs, and the FDW
facility finances 60% to 70%, depending on whether
activities relate to sanitation, drinking water and
water-use efficiency (60%) or safe deltas and integrated
water management (70%). The rationale behind this
relates to the type of benefits generated by the project,
with food security projects generally generating more
private benefits than those related to integrated water
management. In the business model, the partnership has
to elaborate how the activity will be financially
independent to continue after the project period is over
and what the investments of the other partners will be.
An important requirement of the proposed activities is
that public funding is additional; projects that are already
commercially viable will not be funded, public funding is
only available to create an enabling environment.
Funding for food security partnerships ranges between
500,000 and 1 million euros, and for water partnerships
between 500,000 and g million euros.

Both the proposal and partnership composition are
evaluated. The policy relevance of the project proposal is
evaluated, as well as the quality of the intervention
strategy, including business model, its compliance with
specified sustainability criteria, the quality of the plan,



Figure1.2

Inclusive green growth in water, food security and renewable energy partnerships
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the price—quality ratio and the attention for the division
of risks, monitoring and adaptive management. The
partnership itself is evaluated with respect to the
expertise and proven capabilities of the partners, the
partnerships’ composition and its added value. Please
note that the partnerships included in our analysis were
funded under the 2012 call for proposals. For the
subsequent call, in 2014, changes were made in facility
objectives and requirements - especially those related to
the FDOV facility. The most notable changes involved the
mandatory inclusion of an NGO partner, an increase in the
importance of having local authorities on board, a
restriction on the inclusion of multinational business
partners, more flexibility in financing arrangements, an
increase in funding and in entry requirements.

A closer look at the evaluation criteria reveals that the
requirements were rather comprehensive with regard to
the impacts the project should have or avoid. Also,
considerable attention was paid to the fact that activities
should become financially independent and that they be
non-commercial at the project’s start. Financial
requirements were also described in detail, but this was
not the case for monitoring and evaluation. With regard
to enforcement, the call simply stated that this would be
the responsibility of the main applicant, and that the
partnership agreement should specify partner
responsibilities. Regarding the allocation of risks, the call
only mentioned that risks were to be shared, but did not
provide a definition of these risks or the way in which
they were to be allocated between the partners. Other
contractual provisions (e.g. a contingency plan) were not
specified, but were supposed to be further elaborated in
the inception phase of the partnership.
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1.3 This study

As mentioned in the introduction, this study is an
explorative study of the potential contribution of public-
private partnerships to Inclusive Green Growth. We
focused on contributions to the achievement of Inclusive
Green Growth objectives on both project and systemic
levels. To be able to assess the potential contribution of
partnerships, we distinguished between the
requirements for effective Inclusive Green Growth
strategies and the factors determining partnership
effectiveness. With regard to the requirements for
effective Inclusive Green Growth strategies, see Bouma
and Berkhout (2015), for an elaboration of the market and
governance constraints that effective strategies need to
address. For the factors determining partnership
effectiveness, we reviewed the academic literature on
public—private partnerships. We used the framework that
resulted from this review for three purposes: 1) to
interview partners in selected, ongoing partnerships, 2)
to reflect on the findings from these interviews to learn
about the potential of partnership for Inclusive Green
Growth, and 3) to draw lessons for partnership design.

We selected the partnerships for our analysis from the g4
partnerships funded under the first rounds of the FDW
and FDOV facilities. We selected specifically those
partnerships that paid attention to both inclusiveness
and green growth objectives, in order to learn the most
about the potential of partnerships for Inclusive Green
Growth. Before selecting the partnerships for our study,
we first grouped the 44 ongoing Phase 1 partnershipsin
our Inclusive Green Growth matrix (see Figure 1.2).



Table 1.1
Framework for the analysis of partnership potential

Direct (project level) effects

Partnership characteristics .
« Partnership objectives

Factors influencing .
partnership performance
« Internal organisation

« Internal monitoring & enforcement .

Context

Partner expertise and role in partnership .

Design of partnership agreement .
(financing, risks/responsibilities) .

Indirect (systemic) effects

Partner authority, influence

« and (local) commitment

« Attention for systemic factors
« in objectives

External accountability

Stakeholder participation

« Learning and flexibility
Involvement local authorities

« Long-term cost recovery

« External monitoring & enforcement

« Conditions of the partnership facility
« Prior experience with topic/in region
« Institutional and socio-economic context

In line with the objectives of the various partnership
facilities, partnerships in the realm of food security were
found to focus mostly on Inclusive Growth objectives,
whereas for renewable energy partnerships the focus was
more on Green Growth. Most water partnerships paid
attention to both, given the nature of the call for
proposals. In collaboration with the Netherlands
Enterprise Agency (RVO) and the Dutch Ministry of
Foreign Affairs, we selected 3 food security and 3 water
partnerships from those in the upper right quadrant of
Figure1.2. In addition, we selected the 3 renewable
energy partnerships that are being implemented. Please
note that the grouping of partnerships was made on the
basis of limited information (e.g. partnership descriptions
published on the RVO website).

Interviews were conducted with 3 partners per
partnership. After each interview, a transcript was made
of the interview and presented to the respondent for
confirmation. The interviews were conducted by
Aidenvironment and Triple E consulting, who also
collected the documentation from and on the selected
partnerships. Interviews were semi-structured, based on

an analytical framework which we jointly developed using
the literature (see also the Annex). In the interviews, we
distinguished between project level and systemic effects,
and between partnership characteristics and factors
influencing partnership effectiveness. We expected
partnership characteristics to influence performance
through the knowledge and expertise of the partners.
With regard to long-term sustainability and systemic
impacts, we expected inclusion of local authorities in the
partnership to be important, as well as long-term
regional engagement of the partnership’s partners. When
considering the factors influencing partnership
performance, we expected the design of the partnership
agreement to give an indication of the extent to which
the partnership would be likely to reach its objectives. In
addition, we expected that the embedding of the
partnership in its wider institutional and socio-economic
context would provide an indication of its potential to
generate systemic change. The following section further
elaborates on the factors that influence partnership
effectiveness. Table 1.1 summarises the various factors,
and the subsequent section discusses the various
underlying concepts and literature.



Conceptual framework

In line with the multiple definitions of public—private
partnerships, the factors that influence them have been
analysed from various disciplinary perspectives. The
economic literature traditionally focuses on how public-

private partnerships may improve the efficiency of public

goods provisioning and, given the associated
externalities, what this implies for contract enforcement
and design (Williamson, 1979, 2000; Besley and Ghatak,
20071; Hart, 2003). The governance literature combines
several strands of literature; some focusing on the
characteristics of policy networks and complementary
governance roles (Pattberg, 2012; Mert and Pattberg,
2015), some on the organisational factors influencing
partnership performance (Kolk et al., 2008), and others
considering the legal aspects of public-private
partnerships and their accountability (Minow, 2008;
Forrer et al., 2010).

The tripartite, public—private partnerships that are the
focus of this study can be defined as non-standard,
contract-based partnerships. They are contractual
because they have a contractual relationship with the
government, and, since they are intended to enhance
the efficiency of public goods provisioning (in our case:
development cooperation), they fit the economic
description of public-private partnerships. They are
non-standard because the tasks defined in the contract
go beyond infrastructure development. In fact,

the partnerships considered in this study are
supposed to tackle several governance failures

(e.g. underrepresentation of poor people, non-
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enforcement of environmental regulation) and as such
they also fit the governance literature on policy networks.
We considered that the potential policy network
contributions of partnerships would be part of their
contractual obligation (e.g. partnership objectives were
defined such that addressing these governance failures
was required to reach the partnerships goals) so we
basically integrated the governance literature in our
economic approach.

To understand the lessons from the economic literature
with regard to the design of public-private partnerships,
itisimportant to understand the concept of public goods.
Hence, the following section reflects on the public-goods
and other characteristics of partnerships and discusses
the factors that influence partnership effectiveness.

2.1 Characteristics of partnerships

Public goods are goods that are non-rivalrous and
non-excludable, which basically means thati) its
consumption by one person does not impactits
consumption by other people, and ii) that nobody can be
excluded from having access to its benefits. Think, for
example, of a dyke, which protects all people living
behind it against flooding; it is non-rivalrous as one
person’s flood protection does not reduce that of others,
and itis non-excludable since nobody can be excluded
from being protected. However, only few goods are pure
public goods; most often consumption is rivalrous, but



exclusion is difficult; for example, in the case of
infrastructure, knowledge development and
environmental resources (with common pool resource
rights).

The problem with public goods provisioning is the
so-called free-rider phenomenon: because it is difficult to
exclude others from enjoying the benefits, there is little
incentive for individual actors to contribute to the related
costs — each actor hopes that others will contribute first.
Thus, public goods provisioning requires collective action,
which also explains why public goods provisioning is
traditionally a task of governments. Governments can
collect and coordinate contributions, for example via the
tax system, and they have the authority to control
free-rider behaviour and regulate use. Similarly, in the
case of common pool resources, where individual actors
are able to over-extract, public authorities can control
free-rider behaviour and regulate use. The choice who
should have access to common pool resources or public
goods is a political one, and determines whether public
funds (e.g. from taxation) are used to provide such goods
or resources for everybody, or whether private actors
provide goods or resources only to those who contribute
(club goods). It is important to note here that the concept
of Inclusive Green Growth suggests that resource access
should be inclusive, implying that everybody should have
access, even if they do not contribute to the costs. Finally,
itisimportant to acknowledge that, for goods and
services with strong public goods characteristics, the
transaction costs of allocating individual user rights may
be considerable. This will constrain provisioning by NGOs
and private actors, as high transaction costs imply that
market mechanisms are not very efficient at allocating
resources to their most efficient use. For example,
allocating and enforcing individual user rights to
groundwater aquifers is possible, but costly, which
explains why groundwater management is usually a
government task.

Governments are usually not very efficient in providing
public goods and common pool resources, because there
is little incentive for them to produce quality against the
lowest possible costs. This fact underlies the idea of
contracting out public services delivery to the private
sector, with the public actor specifying the contract and
private actors providing public services delivery at the
lowest cost. In addition, governments do not always fully
represent local interests, as they are less aware of local
issues and because formal institutions tend to
underrepresent marginalised and poor people. The
inclusion of civil society organisations is therefore
expected to improve partnership effectiveness, especially
in the realm of development cooperation, where poverty
alleviation is an important objective.

Thus, the assumed efficiency gains of partnerships are
expected to be achieved through more cost-effective
implementation and better targeting of public investment
projects, as private sector and civil society actors are
expected to have better and more context-specific
information and expertise (Mookherjee, 2006). In terms of
partnership characteristics, this implies that expertise of
the partners, and their context-specific knowledge and
local embeddedness are important for the partnership to
be effective. With regard to the public goods
characteristics of partnerships, the public goods
component in water and sanitation partnerships is much
larger than in food security partnerships. This isimportant,
asitimplies the need for a greater or smaller role for public
authorities in the partnership. At the same time, it weakens
the business case, as it becomes more difficult to
appropriate the benefits generated by the partnership, and
recover investment costs. In the following, we briefly
discuss the public goods characteristics of the partnership
programmes and wider welfare implications in terms of
potential contributions to Inclusive Green Growth.

2.1.1 Water and sanitation

The construction and maintenance of water supply and
sanitation infrastructure is a traditional objective of
development cooperation. The governments of developing
countries often lack access to capital to construct water
infrastructure, while access to clean drinking water and
sanitation would have great impact on welfare and poverty
alleviation. Investments in water supply and sanitation
have semi-public goods characteristics. Often, recovering
the costs of investments in water infrastructure is a
problem, because of the discrepancy between water tariffs
that allow for full cost recovery and the (social-political)
objective to provide water access for all people. Integrated
water management objectives have more recently been
added, to ensure long-term sustainability of water supply.
Here, benefits are even more difficult to appropriate, water
being a collective resource, which limits the business case.

Partnerships in water supply and sanitation closely
resemble the traditional public—private partnerships,
whereby private actors build and operate infrastructure
financed by a government. The difference is that the
government body responsible for water service delivery
and infrastructure is not the government body that
finances infrastructure development, which complicates
partnership design and enforcement. The Inclusive Green
Growth dimension of water and sanitation projectsis
related to the environmental impact of water supply
systems (water use efficiency, integrated water
management), and to the question of whether poor people
will be granted access to water infrastructure even if they
cannot contribute to its costs (including those of
maintenance).



2.1.2 Food security

In the food security partnerships, the public goods
dimension is less clear. Food is not a public good or
common pool resource, but governments are responsible
for agricultural market development and secure access to
food. Development cooperation projects often focus on
agricultural production and marketing systems, because
the potential gains in efficiency and poverty alleviation
are large. Raising agricultural productivity is achieved by
stimulating market efficiency and infrastructure
provisioning, including access to roads, credit, information
and input use. Market failures typically are caused by high
market transaction costs, the key public task being to
facilitate market transactions and coordinate efforts.

Partnerships in food security are often related to initiatives
inintegrated supply chain management, with some
additional attention for the income diversification of
farmers and the local production of food. The Inclusive
Green Growth dimension of food security partnerships is
that poor farmers are specifically targeted, and that the
sustainability of land, water and input use are included in
the partnership design. The business case for these projects
is that of improved supply of resources in global supply
chains (e.g. coffee), and improved access to potential
customers (e.g. small-scale producers) with a latent
demand for agricultural input, micro credit and marketing.

2.1.3 Renewable energy

In the renewable energy partnerships, the main types of
public goods supplied are of a global nature, as
investments in renewable energy for example mitigate the
global issue of climate change. Furthermore, the
construction of power grids also has local or national public
goods characteristics, as the provisioning of electricity in
most countries is the responsibility of government or
semi-government bodies. Off-grid solutions are less public,
but the broader welfare impacts of providing people with
access to energy are large. Cost recovery is usually less of a
problem, although leakage and illegal tapping of electricity
are problems in large parts of the developing world.

The Inclusive Green Growth dimension is related to the
low-carbon intensity of renewable energy, and the fact
that access to energy is essential for Inclusive Green
Growth. The business case is clear and related to energy
provisioning, although the risks related to infrastructure
development can be considerable.

2.2 Factors influencing partnership
effectiveness

Effective partnerships thus increase the efficiency of public
and semi-public goods provisioning, while increasing local
representation and improving resource access.
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Governments are ultimately responsible for public goods
provisioning, so they have to define the requirements for
public services delivery. This is often difficult, because
public services delivery involves ownership, maintenance
and access issues, which are hard to specify up front. In
addition, governments do not know the exact costs
involved in providing the public services, which gives
private sector parties the opportunity to overstate the
costs. This is called the principal-agent problem, or the
problem of asymmetric information (the principal having
less information than the agent). If this issue is not
adequately addressed, it may make public-private
partnerships less efficient. The problem is especially large
in the realm of development cooperation, where there is,
literally, a large distance between the funding
government and the implementing private sector, civil
society agents, and the local government responsible for
public goods and services delivery.

Given their replicability, and the large number of
infrastructural development projects, contractual
arrangements for infrastructural projects have largely
been standardised (World Bank, 2007). Core elements are
the allocation of risks and long-term financing
arrangements, including the allocation of costs and
benefits resulting from the partnership, conditions of
partnership transparency and confidentiality, contract
duration and contractual provisions about how to deal
with possible contingencies, such as conditions for
refinancing and renegotiation and dispute resolution
(World Bank, 2007). The fact that contracts specify
governance mechanisms beyond contract enforcement,
such as renegotiation and dispute resolution, indicates
thatitis impossible to foresee all possible contingencies.
This is what Williamson (1979, 2000) framed as the
problem of incomplete contracts; the observation thatin
case of complex, unique and uncertain projects it is
impossible to define all contingencies up front.

Incomplete contracts are even more common when
considering public-private partnerships in development
cooperation. Here, infrastructure development may be
just one of the objectives of the partnership, in
combination with those on, for example, capacity
building, community maintenance and poverty
alleviation. Clearly, these are objectives that are difficult
to specify in contracts and, given their complexity and the
many market and governance failures that may affect
provisioning, require additional efforts to address them.
Also, contractors do not always adhere to contract
conditions, this may be a moral hazard that needs to be
controlled. The risk of moral hazard is not specific to
partnerships in developing countries, but the
international dimensions of partnerships in development
cooperation do complicate legal contract enforcement.



For public-private partnerships in development
cooperation, for example, it implies that legal contract
enforcement may be difficult and costly and that attention
needs to be paid to alternative mechanisms to ensure that
the public objectives of public—private partnerships are
achieved. This brings us to the core of our argument, which
is that effective public-private partnerships require
self-enforcement.

Self-enforcement implies that when external enforcement
(by a government or regulator) is lacking the actors
concerned self-enforce the collective agreement made. This
is difficult, because in every contract or partnership thereis a
certain amount of tension between the interests of the
individual actors and those of the collective. Self-
enforcement basically requires the alignment of individual
and collective interests. Take, for example, infrastructure
development, and consider a project that develops water
infrastructure and sanitation in Africa. The contract specifies
the number of households that needs to be provided with
access to drinking water, possibly including a number of
marginalised households. The interest of the private actor
may be to construct the infrastructure against the lowest
costs, but for the NGO it is that poor people obtain access to
water. By allocating construction risks to the private actor,
and adding a contractual obligation that the private actor is
ultimately responsible for a well-functioning system, the
private actor will prepare construction carefully and make
sure that the sustainability of the water supply is secured. By
making the NGO publicly accountable for water distribution,
it has an interest in making sure that the objective of
delivering water to the poor is being achieved.

Thus, partnership design needs to carefully create
incentives by aligning tasks and interests. Besley and
Ghatak (2001) analyse this issue theoretically, argueing that
responsibilities should be allocated in such a way that the
partner who attaches the most value to the collective
objectives should have ownership. Forrer et al. (2010)
consider several examples of partnerships, concluding that
partnership agreements should pay attention to the
distribution of risks and responsibilities, acknowledging
differences in perceived costs and benefits, and that they
should specify reward and punishment mechanisms and
compliance monitoring. The OECD (2012) recommends
several principles for the public governance of public-
private partnerships, recommending 1) a clear, legitimate
and predictable institutional framework; 2) a grounding of
the selection of partnerships in value for money and c) a
transparent procurement process, as the three key aspects.

Kolk et al. (2008) discuss the changing role of private sector
actors in partnerships. They suggest that, in public—private
partnerships, business actors are mostly involved through
their core business (e.g. in line with their private interest),
whereas in more complex tripartite partnerships this is less

so the case. The reason behind this is that tripartite
partnerships are supposed to also address governance
failures, but this reduces the incentive for private sector
actors to self-enforce the partnership commitments made.
The observation by Kolk et al. (2008) is an important one, as
it points to the different expectations surrounding
partnerships. Partnerships may contribute to improved
governance, as Franceys and Weitz (2003) illustrate for the
water sector, butitis important to acknowledge that the
interests of the private sector are not to improve
governance but to reach their companies’ goals. If, in order
to achieve this, itis necessary to invest in local institutions
and improved governance, then there might be room for
synergy, but Koppenjan and Enserink (2009) warn that
private sector actors have a short-term agenda, whereas
partnerships that aim to address market and governance
failures require a longer time horizon. This is not to say that
private sector actors cannot contribute to longer term
objectives, but that, for partnership objectives to
materialise, it isimportant that commitments made by the
private sector are in line with the sector’s corporate
interests, or that specific contractual provisioning for
additional tasks and responsibilities is made.

Given the public funding of public-private partnerships, and
the fact that they contract out public services delivery,
Minow (2002) underlines the importance of safeguarding
the public accountability of partnerships. Partly, this is done
by addressing monitoring and enforcement in the
partnership agreement, but accountability is also related to
self-enforcement and reputation, as the accountability of
the partners is to each other and the outside world. Hence, if
there is transparency about the partnership objectives and
partners are accountable, reputation effects may cause
partners to increase their efforts towards reaching the
collective goals.

In summary, the factors that influence partnership
effectiveness include the fact that the government needs to
well-define the public objectives of partnerships and to
ensure that they are achieved. Given that top down
enforcement of the contract can be difficult, the government
should pay specific attention to the conditions for self-
enforcement, aligning private and collective interests in
partnership design. This implies that risks and
responsibilities are distributed in such a way that incentives
are created for self-enforcement, although self-enforcement
alone would be insufficient, as the public objectives of
partnerships would also require contract enforcement by
the government. Facilitating factors for enforcement of the
partnership agreement consist of partnership transparency,
accountability and internal enforcement mechanisms
related to partnership decision-making and organisation.
Before discussing our findings, the next section briefly
introduces the selected partnerships and their main
objectives, partners, budget and project period.



The selected partnerships

3.1 Partnerships in water and sanitation

Topic / sector
Country & region

Budget

Types of partners

Project phase

Partnership
summary

Topic / sector
Country & region
Budget

Types of partners

Project phase

Partnership
summary

Topic / sector

Country & region

Budget

Types of partners

Project phase

Partnership
summary
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Malawi: Water Demand Management to Mitigate Water Shortages
Water supply and sanitation through water demand management
Malawi (1 region)

€ 2.6 million; around 49% of which are grants, 25% from the Dutch water company, 6% from Dutch NGO,
and 20% from the Malawi water company. (cash and in-kind)

Dutch NGO (semi-public)

Dutch water company (semi-public)
Malawi water company (semi-public)
Malawi local government (public)

April 2013 to April 2019

The semi-public Malawi water company intends, with the financial help of the Dutch Government, a semi-
public Dutch water company and a Dutch-based NGO, to improve access to water in Malawi. The Dutch NGO
has the lead

Vietnam: Climate Change and Water Supply in the Mekong Delta

Water supply and climate change adaptation

Vietnam (3 provinces)

€ 10 million; 4d4% of which are grants. Both cash and in-kind contributions by Vietnam partners

Dutch water company (semi-public)

Three Vietnamese water companies (semi-public)
Three provincial government agencies (public)

Dutch and Vietnamese research institutes (semi-public)

April 2013 to April 2017

The semi-public Vietnamese water companies intend to shift their water supply from groundwater to surface
water and adapt their system to climate change. The Dutch water company has the lead, and provides both
consultancy services (climate adaptation plan, capacity building) and hardware (including surface water
treatment facilities and piped systems)

Colombia: Integrated Water Management System for a Climate Intelligent Coffee Sector

Integrated water management in 25 river basins, with the aim to increase water use efficiency and stabilise
and improve coffee production

Colombia (25 river basins: 25 coffee-growing municipalities in 5 departments (provinces) of Colombia
(Antioquia, Caldas, Cauca, Narino, Valle del Cauca))

Total € 25 million; € 9.5 million of which from FDW, € 4.5 million from a private company, € 2.5 million from
the National coffee federation, € 2.5 million from a public agency, € 4.3 million (in kind) from project
beneficiaries (farmers).

National coffee federation (non-profit, semi-public)

Global private company (private)

Colombian ministries of agriculture, environment & water (public)
Dutch and Colombian research institutes (semi-public)

July 2013 to June 2018

The private global coffee trader wants to stabilise and secure its special brand coffee supply and has
committed to good water stewardship. Although water is the entry point, the PPP actually aims to develop a
financially viable watershed management model. The coffee federation has the lead.



3.2 Partnerships in food security

Topic / sector
Country & region

Budget

Types of partners

Project phase

Partnership
summary

Topic / sector
Country & region
Budget

Types of partners

Project phase

Partnership
summary

Topic / sector
Country & region

Budget

Types of partners

Project phase

Partnership
summary

Ghana: Sustainable Maize Programme in northern Ghana
Improvement of maize production and sales via a farmers’ cooperative
Ghana - northern region

Total € 4.1 million; € 2 million of which from FDOV, and the rest contributed by the farmers’ cooperative
(17.3%),
a private fertiliser company (17.3%) and a private agricultural input company (17.3%).

Dutch NGO (semi-public)

Global fertiliser and agricultural input provider (private)

Global mineral fertiliser company from Norway (private)

Farmers’ cooperative, established by private companies (private collective)
Dutch Government (public)

2014 t0 2018

The NGO, who has the lead, wants to improve food security and the livelihoods of subsistence farmers in
northern Ghana through improved farming methods. The private sector wants to stabilise and improve the
maize supply chain and increase agricultural input use.

Ethiopia and Kenya: Food Security through Improved Resilience of Small Scale Farmers in Ethiopia and
Kenya (FOSEK)

Improvement of coffee production and livelihood diversification through local food production
Ethiopia and Kenya
Total € 9,267,581 (50% by FDOV, the rest by project partners)

Dutch NGO (semi-public)

Global international coffee trader (private)
Ethiopian and Kenyan coffee traders (private)
Local farmer cooperatives (private collective)
Coffee research federation (semi-public)

2013 t0 2020

The NGO, who has the lead, wants to improve the resilience of coffee farmers by stimulating them to grow
food crops/produce dairy for income and food security. The private sector wants to stabilise coffee
production, improve productivity and secure supply.

Uganda, Kenya, Tanzania: 4S@scale: Creating viable smallholder-based coffee farming systems
Integrated farm management systems in coffee production
Uganda, Kenya and Tanzania

€ 16.296.530; 45% of which from FDOV, 34% from the Global coffee trader and the remaining 32% from
Dutch NGO (expected carbon income and carbon loans)

Dutch NGO (semi-public)

Global coffee trader (private)

Local trade companies (daughters of above) (private)

Kenyan federation specialised in biogas (non-profit, semi-public)

2013 t0 2018

The Dutch NGO, who has the lead, wants to improve coffee farmer livelihoods by improving their production
system (soil fertility) and creating additional benefits. The private sector wants to secure long-term coffee
production, increase coffee production yields and stabilise supply

21



3.3 Partnerships in renewable energy

Topic / sector
Country & region

Budget

Types of partners

Project phase

Partnership
summary

Topic / sector
Country & region
Budget

Types of partners

Project phase

Partnership
summary

Topic / sector
Country & region

Budget

Types of partners

Project phase

Partnership
summary
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Kenya: Lake Turkana wind power project
Development of wind energy in Kenya
Kenya - Lake Turkana

Total € 622 million (Equity € 125 million; Debt € 435 million senior debt, € 63 million mezzanine debt).
FMO provides € 35 million in senior debt and up to € 8.5 million in partly stand-by equity through a
shareholder. In addition, the Dutch Government has provided a € 10 million grant for the rehabilitation of
the access roads to the project site.

International project developers (private)

International development banks (public)

International financial institutions (private)

Kenyan transmission company and power company (semi-public)

Construction phase 2015-2016, then 20 years+ operational

The objective is to increase domestic renewable energy generation in Kenya by the construction of a 300 MW
wind park, which will operate at commercial rates to the generate benefit of the private parties involved. As
specified in a 20-year power purchase agreement, the power company will buy electricity generated by the
wind turbines, against a fixed rate. Construction costs and risks are carried by the private project developers
and public equity providers. Infrastructure development (road and transmission line) is financed by public
participants.

Indonesia: Geothermal Capacity Building Programme
Capacity building for geothermal energy development
Indonesia

Total € 5,717,261 financed by DGIS. Partners contribute in kind.

Dutch research institutes and universities (semi-public)
Dutch private consultancy firms (private)

Indonesia Geothermal Association (semi-public)
Indonesian universities (semi-public)

January 2014 to June 2017

The objective of the programme is to increase the capacity of Indonesia’s ministries, local government
agencies, public and private companies and knowledge institutions in the development, exploration and
utilisation of geothermal energy sources, and to assess and monitor the resulting impact on the economy
and the environment. The Dutch knowledge sector has the lead.

Uganda, Kenya, Ghana and Tanzania: Sustainable Energy Services for Africa
Integrated farm management systems in coffee production
Uganda, Kenya and Tanzania

€ 16,296.530; 45% of which from FDOV, 34% from the Global coffee trader and the remaining 32% from
Dutch NGO (expected carbon income and carbon loans)

Dutch NGO (semi-public)

Global coffee trader (private)

Local trade companies (daughters of above) (private)

Kenyan federation specialised in biogas (non-profit, semi-public)

2013t0 2018

The Dutch NGO, who has the lead, wants to improve coffee farmer livelihoods by improving their production
system (soil fertility) and creating additional benefits. The private sector wants to secure long-term coffee
production, increase coffee production yields and stabilise supply






Findings

4.1 Partnership characteristics

Preceding the findings, it is useful to first reflect on the
characteristics of the various partnerships. It isimportant
to again note that we specifically selected those with
explicit attention for ecological sustainability and for the
distribution of resources and resource access.

The private actors of the water partnerships include two
semi-public water companies and a semi-public
federation of coffee producers including two leading
global coffee firms. Only in one of the selected
partnerships, therefore, a fully private actor is
participating. In the other cases, the private actor is really
a semi-public water utility company. In fact, considering
all water partnerships, private sector actors play a rather
limited role in the water partnerships, semi-public water
utility companies usually take the lead. Local water
management authorities are well-represented in all water
partnerships, not only in the ones we selected. In all three
selected water partnerships, the added value of the
partnership in comparison to more traditional
development cooperation projects is that the partners
co-invest in integrated water management and improved
water use efficiency, and work together with the local
water management authorities in improving water
service delivery and access. NGOs play a limited role in
the various partnerships, although in one of the selected
partnerships they take the lead.
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In the food security partnerships, the private parties are
true private sector actors and, here, the public local
authorities are less well-represented. All of the selected
food security partnerships are led by an NGO, with the
private sector partners being global agricultural
commodity traders and agricultural input providers.
Activities focus on enhancing the value chain through
better input provision and contract farming
arrangements, with a dominant focus on stabilising supply
for commodity traders. The added value of the food
security partnerships in comparison to more traditional
development cooperation projects is the involvement of
agricultural market and international commodity experts
(the private sector actors), the focus on enhanced services
delivery to smallholders, and the attention for integrated
landscape management and resource use efficiency. Local
authorities are not included as formal partners in the
various partnerships, but agricultural cooperatives — often
established by the private sector partner —and local NGOs
play an important role.

The partnerships that focus on renewable energy
production are relatively diverse. One focuses strongly on
capacity building for geothermal energy production, with
relatively little private sector involvement, whereas
another partnership features a large-scale wind energy
project, including three private partners and substantial
funding from various private and public parties. The third
partnership focuses on energy access; more specifically,
the access to off-grid solar energy at micro level, with a
focus on the marketing of solar lamps to rural consumers



in Africa. Private sector partners are well-represented
within the various partnerships. The private sector actor
in the energy access partnership is a not-for-profit
company, a former NGO turned commercial. Local
authorities are included either as purchasers of wind
energy over a 30-year period, or in the capacity of future
regulators and facilitators of geothermal energy
developmentin Indonesia. In the energy access
partnership, local authorities include a semi-public tea
plantation and teachers at secondary schools.

4.2 Potential contribution to
Inclusive Green Growth

4.2.1 Partnerships in water and sanitation

We reviewed three partnerships under the Sustainable
Water Fund (FDW) for water and sanitation, in Malawi,
Vietnam and Colombia. In Malawi, concurrent
partnership activities focus on improving sanitation and
health on local levels, through training programmes on
sanitation and promotion of ecotoilets, implemented by
a Dutch NGO. In Vietnam, the focus is on mitigating
salt-water intrusion and climate change adaptation. Part
of the propagated solutions are technical, by shifting to
the use of surface water instead of groundwater, part of
the solution involves training that is aimed at creating
local awareness and contingency plans. The third
partnership in Colombia is led by a multinational coffee
retailer in close cooperation with a farmer cooperative
and the Colombian Ministry of Agriculture. Here, the main
focus is on watershed stabilisation, with various geo-
engineering works and reforestation activities, and
enhancement of water use efficiency, both of which are
expected to benefit coffee production.

Growth

Despite the differences in scope, all partnership activities
are expected to lead to an overall increase in a regulated
and more stable supply of water to consumers and
producers. In Malawi and Vietnam, the main focus is on
connecting more households to water supply points. Such
a provision is likely to have a positive — mostly indirect -
effect on economic growth. Easier access to water will
likely reduce the amount of time and effort spent on
household chores and possibly lead to an overall
reduction in the costs of sourcing water, which would free
up time and resources for other activities. This line of
reasoning also holds for private sector activities that are
primarily dependent on water as a productive input. Here,
the water tariffs are critical in determining the impact of
partnerships. These tariffs are typically set low. In
Vietnam they are even lower for the poorest people, while
the connections themselves are installed free of charge.

This growth cannot be sustained, however, if water
infrastructure investments are not maintained. With low
or no water tariffs, the costs of infrastructure
maintenance may not be recovered, which seriously
hampers both long-term maintenance and the business
case. Raising water tariffs is politically difficult, given that
in many countries access to water is considered a basic
right. In some cases, producers may, however, be willing
to voluntarily increase spending on water in return for a
more stable supply. This is the key entry point of the
partnership in Colombia, where pastirregularities in
water supply have had a severe adverse impact on coffee
production. Preventing such incidences by regulating
water flows and thus making investments in coffee less
risky, is the main objective of the partnership. The
funding by the coffee retailer in this partnership
highlights, in part, the fact that such benefits also accrue
to the private actor.

Green Growth

In addition to the objective of achieving a greater
coverage of formal water provision, all partnerships aim
to enhance water use efficiency, a clear green growth
objective. In Malawi and in Vietnam, as in most places
around the world, tariffs are set by their respective
governments, but they often do not reflect the full cost of
provision or the scarcity value. Thus, water is perhaps not
used efficiently, something that may be achieved through
anincrease in water tariffs. Instead, increasing water use
efficiency is primarily addressed by reducing leakages,
theft and increasing the number of paying customers.
Also, activities include programmes to raise awareness
about the need for prudent water consumption. Arguably,
a greater awareness is helpful, but whether consumers
and producers will be willing to change production
activities voluntarily remains to be seen. Other obstacles
also remain. In Malawi, an army base is one of the largest
consumers of water, but its water use goes unbilled, and
the chances of this situation changing are minimal. Here,
the project uses a soft approach to raise awareness; they
have installed a water meter and are sharing usage
figures with other government partners involved.

Some activities of the partnerships in Vietnam and
Colombiayield additional results, potentially contributing
to green growth. In Vietnam, one of the main concerns
relates to seawater intrusion in groundwater basins. This
is expected to become even more severe due to climate
change. The partnership, therefore, invests in a shift
towards the use of treated surface water, instead of
groundwater, in addition to programmes that raise
awareness about climate change and develop
contingency plans. The partnership in Colombia
recognises the polluting effect of some coffee production
activities on water and is implementing activities to
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reduce pollution. Such activities not only secure water
availability for future consumers, but may also have a
direct positive impact on the health of the local
population as well as a reduced environmental impact.

Inclusive Green Growth

Partnership results benefit rural populations, with
indirect economic benefits, through greater access to
water and possibly health benefits, also for
disadvantaged people. Arguably, one may expect that
current access to water is the least secure for the most
disadvantaged people, as is recognised in Malawi. In
Vietnam, specific attention is being paid to the provision
of water to Khmer ethnic groups.

The partnership in Malawi has a strong focus on health,
through programmes that improve sanitation (toilets)
and access to clean drinking water. The provision of
information on sanitation and health, with many indirect
societal benefits, is a classic public good. It is nearly
impossible to charge individuals for such information and
the rationale for private sector involvement is minimal.
Moreover, there is little investment by poor households
in goods that would improve their health, evenin the
relatively short term (see e.g. Dupas, 2011), although the
welfare benefits and impacts of improved water access
and sanitation would be enormous, in terms of poverty
alleviation. The Malawi partnership uses the method of
Community Led Total Sanitation, a participatory
approach informing communities on the health risks of
open defecation, in particular. This method has been
successfully applied in various regions, but requires
substantial and prolonged investments by the NGO to
become successful (Chambers, 2009).

Potential for systemic change

The main advantage of the various partnerships is the
formation of multi-stakeholder platforms, which enable
consultation and identification of the main constraints or
policy incoherencies, as well as capacity building. Many of
the activities related to capacity building, such as on
climate change in Vietnam, are geared towards local
water companies and authorities, with a focus on
authorities in the field of water management. The greater
contribution of these platforms to Inclusive Green
Growth objectives, however, may be their contribution to
institutional innovation and change; the partnerships in
Malawi and Vietnam bring actors together that were
earlier not connected, and by facilitating collaboration
between authorities, the partnerships may eventually
stimulate institutional change.

In Colombia, the partnership not only facilitates

knowledge exchange and learning, but also actively
invests in the development of institutions for integrated
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water management. Activities have not yet started, but
the partnership aims to address cost recovery issues and
to create incentives for integrated water management by
establishing a payment scheme for ecosystem services.
Although such payment schemes may not materialise in
practice, because of low coffee prices and short-term
financial trade-offs, the fact that the partnership is willing
to address these issues suggests a focus on systemic
change. Finally, by investing specifically in farmer
extension and training regarding improved farm
production methods and water management, the
partnership is improving productivity on a farm level.

4.2.2 Partnerships in food security

The three partnerships reviewed under the food security
partnership facility (FDOV) are remarkably similar in
partner structure and activities. Each acknowledges the
need to address a number of market failures that underlie
low agricultural productivity. Activities in Ghana focus on
the enhanced uptake of inorganic fertiliser for maize
production, facilitated by the provisioning of farm credit.
The two suppliers of the fertiliser sell their products on
credit and subsequently purchase the maize produced by
the farmers in the cooperative at a guaranteed price. A
difference between farm-gate maize prices