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Why does the private sector matter in fragile 

countries?

 World Development Report 2011 identified lack of economic 

opportunities and unemployment as key sources of fragility

 The private sector creates 90% of jobs in developing countries; 

a vibrant private sector is essential to development and peace, 

as it provides livelihoods and growth 

 Private sector provides essential goods, services and helps 

develop much needed infrastructure

 Private sector creates revenue streams in the form of taxes so 

governments can provide essential services to their citizens and 

become less dependent on aid

 There is an increased recognition by the development 

community that private sector needs to be part of an early 

response in post-conflict context to provide a foundation for 

sustainable growth

I Source: ICF 



Yet, private sector faces some exceptional 

challenges in fragile environments

 Poor infrastructure, high political instability, lack of security, flight of 

local human and financial capital and inability of governments to provide 

essential services

 Unfavorable business environments: ~80% of FCS are in the bottom 

quartile of Doing Business rankings (Hargeisa 174 out of 183 economies in 

the Doing Business 2012 – Djibouti 170 and Eritrea 180)

 Inadequate access to financial services: just 15% of adults in FCS have a 

bank account, compared to the average of 42% for the rest of the 

developing world

 Broken value chains: links between producers, traders, and consumers 

unravel with violence, and are difficult to reestablish

 Damaged trade flows: trade levels can drop 12-25% in the first year of a 

civil war and for the most severe civil wars the loss of trade is around 40%

 Many FCS are small, landlocked markets, which makes it difficult for 

them to achieve economies of scale and induce competition 

Source: IFC



What do firms operating in FCS say in Enterprise 

Surveys? Private Sector 
Development 
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Getting electricity matters

• In Somaliland 68% of urban households and 96% of firms have access to electricity. High compared to 

Sub-Saharan Africa average (2012).

• But, the network is characterized by “extremely high costs, high wastage, poor quality, unreliability and 

losses of power” (Somaliland Energy Policy).

• Poor electricity supply undermines firms’ productivity and investments. Overall, the economic cost of 

power outages in Africa can rise to 2% of GDP.
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Regulatory governance matters

• Around the world, electricity connection process is governed by laws and regulations, not in 

Somaliland  no regulatory framework, YET (2016 Electrical Energy Act)

• Connections to electricity are at the discretion of each utility company

• Quick turnaround  for connection (57 days) because no compliance with quality,  safety and 

technical standards, etc.

 A sound regulatory framework would:

• Create a level playing field for producers, distributors and investors

• Establish safety standards and supervision mechanisms

• Increase the transparency of connection costs and processes for customers

• Allow the government to engage in major energy projects

• Facilitate investments in wind and solar energy that are available in the region
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Conceptual Equation: FCV + PPD = PSD

Steve Utterwulghe, PSD in Fragile States: Public-Private and Multi-stakeholder Dialogue, 2014

• Improving the business            

• environment can bolster 
formal private sector activities 
and state authority

•Political economy
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Definition
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Public-Private Dialogue (PPD) is a structured engagement mechanism that aims 

to bring together all relevant stakeholders, in a balanced and inclusive

manner, to assess, prioritize issues and achieve sustainable results, facilitated 

through a trust enabled convening platform. 

Why?: A vibrant, transparent business environment that 

garners private investment and promotes enterprise is 

one of the main drivers of sustainable development and 

employment generation 

 need to include the private sector in policy making



“I really wonder, how somebody can draft such an irrational, 

contradicting, short-thought, simply stupid document. One of the 

kind that is ten thousand times broken the moment it is released, 

and one that cannot be followed without bringing Vietnam to a 

stop.”

1998 Comment on VNBIZ.net, a forum on Vietnam economic and business issues.
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PPD Process

Structured dialogue  Workable reforms  Reforms that work



Types of PPDs
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National PPD
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Sector-specific PPD
Examples: Salmon export facility in Chile or Extractives in Guinea or…Energy in Somaliland 
(ESWG with SEA)
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Sector growth through PPD

Ethiopia Cut Flowers Peru Asparagus Chile Salmon South Africa Wine Morocco Auto Parts Andhra Pradesh ICT

Uganda Fishing Kenya Cut Flowers Kenya Tea Sri Lanka Tea Nigeria Computers China Footwear

China Textile China HH Appliance S. Africa HH Appliance Costa Rica Ecotourism Tanzania Ecotourism Malaysia Electronics

15Herzberg , Kassim, Majumdar, Sudan, Standford University research team, Watson, Zeng, 2011



Typology of PPDs: 7 inter-locking types

National

Economy-wide

Permanent institution

Public-driven

3rd party brokerage/support

General orientations/ Many goals

Many actors

Local

Sector-specific

Temporary initiative

Private-driven

Locally driven/sustained

Specific changes / Specific goal

Few actors

Area

Scope

Institutionalization

Leadership

Ownership

Focus

Participation

Herzberg , World bank Group, 2013

PPD TYPOLOGY

16



Typology of PPDs: 7 inter-locking types

National

Economy-wide

Permanent institution

Public-driven

3rd party brokerage/support

General orientations/ Many goals

Many actors

Local

Sector-specific

Temporary initiative

Private-driven

Locally driven/sustained

Specific changes / Specific goal

Few actors

Area

Scope

Institutionalization

Leadership

Ownership

Focus

Participation

PPD TYPOLOGY

17
Herzberg , World bank Group, 2013



Identifying an appropriate entry point in fragile environments

1. Historically, PPD platforms have focused on economy-wide reforms

2. Increasingly, new PPD projects, especially in FCS, are focusing on a key sector 

(e.g. agribusiness, extractives, energy) with a strong emphasis on developing 

investment opportunities and supporting value chain development.

3. In FCS, a combination of a sector focus and economy-wide interventions is 

often needed to remove key obstacles and improve access to finance, 

infrastructure, and other broader issues with implication for the sector. 



Benefits

BENEFITS

Improves 
information, 

sense of 
priorities

Improves 
design of 
reforms

Broadens 
ownership, 
support for 

reforms

Improves 
accountability, 
transparency

Helps monitor 
the reform 

process

Builds an 
atmosphere of 
mutual trust



Impact of PPD
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Impact on better regulatory environment = private sector savings + 

investments

* The Nepal Business Forum (NBF). To date, 63 of the NBF’s recommendations have been implemented and 
yielded substantial benefits for private sector development: promoting investments, facilitating trade, improving market 
opportunities, etc.

*Three reforms in the tax, export credit and hydropower sector have generated $8 million in private-sector savings. 
The NBF is expected to generate $10 million in private-sector savings through its support for reforms. 

* The forum has been instrumental in creating a culture of dialogue between the public and private sectors. It has also 
been crucial in building trust among stakeholders during a post-conflict period that is marred by political instability.

* The Liberia Better Business Forum (LBBF). To date, reforms have yielded $4.7 million in private-sector savings; 
created 20,400 new jobs; increased business registrations by 20 percent; and attracted $13 million in private-
sector investment.

* The Afghanistan Private Sector Advocacy Forum (APSAF) ensured  that the private sector was engaged in 
helping identify bottlenecks in trade licensing procedures and prioritizing sector-specific licenses. 

* To date, the reforms have dramatically reduced waiting times for new licenses: from 30 to 7 days to obtain a 
business license; from 180 to 120 days for a trade license renewal; and from 21 to 8 steps for the required procedures. 

* The new transparent and comprehensive licensing system also reduced the discretionary power of officials. The 
reforms have been giving a boost to new and existing businesses, allowing them to concentrate on expanding and 
creating jobs, and thus encouraging growth in the economy.



Nosy Be Pont cassé 

PPD impact on infrastructure (PPD leading to PPP)

RIP 118 : Soanierana –
Ranomafana 

Rue Camille Valentin 
Nosy Be

22Source: Uy, 2011 (Madagascar Growth Pole project, FPD Africa, World Bank Group) 



PPD Implementation and Structure
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Public Authorities: 

Engagement means sufficient 

capacity, political will, leadership 

and coordination

Business community: 

Needs to be somehow organized

Champion(s): 

Needs credibility, expertise,  

the ability to open doors, and get 

media attention 

Instruments: 

Needs logistical facilities

StrongStrong

Strong

Strong

BUSINESS 

COMMUNITY

PUBLIC 

AUTHORITIES

CHAMPION(S)

INSTRUMENTS

Weak
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Prerequisites for an effective PPD: the Diamond 



PPD structure



Typical Flow of Dialogue

Private Sector 
Working Groups

e.g. SEA

• Identify new issues

• Assess progress

• Position papers

Govt/Private 
Sector Dialogue

e.g. ESWG

Internal/inter -
Ministerial  
Dialogue

High Level Bi-
Annual Business      
Forum

• Present position papers

• Dialogue on new 
and outstanding issues

• Make decisions 

• Provide responses
to private sector

• Announce decisions and 
progress

• Escalate issues that could
not be resolved at
ministerial  level

• Issues of common 

concern

• Strong interest in the 

issues 

• No political 

contention

• No vested interests

• Inclusiveness

• Prioritized

• Govt counterparts must 

have the political 

capital/power to act 

• Govt. have the capacity 

and desire to engage 

• PS have champions 

who     can present the 

issue to the Govt

• Mutual trust and 

openness

P
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• Issue with sufficient 

priority

• Govt must be able to 

afford the reform

• Govt does not have a 

conflicting vested 

interest
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Thank you

Thank you
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Dialogue: WIIFM?

Where are we today?

What are the challenges?

What can be done concretely together through a PPD mechanism?
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