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Public-private partnerships (PPPs) — or public-private alliances (PPAs) - are receiving increasing
amounts of attention.” There is broad acknowledgement across the public and private sectors that
sustainable solutions to serious development issues require collaboration. Additionally, the current
economic conditions create an intensified desire to mitigate risk and to share resources and
expertise. Under President Barack Obama and Secretary of State Hillary Rodham Clinton, the U.S.
federal government has increased pressure to leverage the private sector in development
initiatives. Meanwhile, ten of the leading international development agencies are embracing some
type of public-private partnership initiative, and corporations are looking to governments and on-
the-ground partners to help them access new markets and to remove social barriers along the way.2
The concept of working together in partnership or building alliances between the public sector,
commercial entities and/or non-governmental organizations (NGOs) is not new. However, the
current U.S. government administration’s mandate to increase and expand these types of
partnerships also comes with a stronger emphasis on results that goes beyond just measuring the
amount of financial resources leveraged. The administration has issued a call for accountability and
measurement of program results, mirroring a similar demand that has emerged from corporate
philanthropists and other donors in recent years. Furthermore, parties involved in these alliances —
not just government agencies like the United States Agency for International Development (USAID)
but also participating nonprofit organizations, corporations and other donors — have begun to take
a more critical look at the value proposition of alliances in the context of the developing world. This
pressure to demonstrate results is compounded by the very complexity of measuring partnership
value. Partners and donors both struggle to measure not only how well a partnership is executed,
but also how the alliance contributes to each partner’s desired impact (whether development or
business oriented). Furthermore, partners want to understand the incremental value of working in
partnership. Without knowing this, why partner at all?

The solution to these issues lies in adopting an outcomes-based approach to forming, operating
and measuring the value of PPPs. By focusing on outcomes, partners define success early, build
alliances more likely to generate significant value, and more easily measure and demonstrate
results. Ultimately, the concepts presented in this paper will help potential partners generate
higher value partnerships that will deliver relevant, measurable results through strategies that are
more effective and efficient.

! In this paper, we will use public-private partnerships (PPPs) and public-private alliances (PPAs) interchangeably. These partnerships or
alliances are defined as the co-investment of the public sector and the private sector into development-type programs of mutual benefit.

’ Ten international development agencies as noted in “Partnering for Global Development,” Business Civic Leadership Center report (2009):
Groupe Agence Frangoise Developpmente, Danish International Development Organization, Department for International Development, Dutch
Humanitarian Aid, Deutsche Gesellschaft fir Technische Zusammenarbeitz, Japan International Cooperation Agency, Millennium Challenge
Corporation, Swiss Agency for Development and Cooperation, Swedish International Development Corporation, and United States Agency for
International Development.




Public-Private Alliances and the “So What” Question

Ten years ago, the United States Agency for International Development (USAID) acknowledged
the need to foster an effective model for public-private partnerships as globalization took hold
and foreign investment in developing countries shifted from being predominantly international
donor driver to overwhelmingly driven by the private sector. USAID created a new model for
public-private partnerships called Global Development Alliances (GDAs). Since the inception of
this model, USAID has formed more than 900 alliances with over 1700 partners.

GDAs represent an innovative public-private alliance model for improving social and economic
conditions in developing countries. The GDA model moves beyond the traditional public-private
partnership (PPP) approach. While PPPs are sometimes characterized by the private sector
making a simple financial contribution to a public sector initiative, public-private alliances
combine the assets and experience of strategic partners (such as corporations and
foundations), leveraging their capital and investments, creativity and access to markets to solve
complex problems facing government, business, and communities in developing countries. This
approach to partnership relies on the overlapping interests of the U.S. Government's strategic
objectives for foreign assistance and the core business goals of industry.

The new U.S. government administration recognizes the importance of alliances as an
instrumental tool for foreign assistance. Both President Barack Obama and Secretary of State
Hillary Rodham Clinton have emphasized the importance of cross-sector collaboration as central
to U.S. foreign policy and international development strategies. As President Obama stated at
September’s annual meeting of the Clinton Global Initiative, “Today's threats demand new
partnerships across sectors and across societies — creative collaborations to achieve what no
one can accomplish alone.”* Secretary Clinton presented a similar vision at the Global
Philanthropy Forum in May. “...I'm even more convinced now than | was when | became
Secretary of State that the problems we face today will not be solved by governments alone. It
will be in partnerships — partnerships with philanthropy, with global business, partnerships with
civil society,” she said.* And the recently appointed Administrator to USAID, Rajiv Shah, noted
in an interview, “We will look...at doing things in more innovative ways, often with the private
sector — private companies or private foundations — to really bring a higher level of innovation
to the area of development and to bring that creativity and risk taking that often does lead to
some of the most important breakthroughs on behalf of the world’s poorest populations. >

But as the demand for alliances increases, so does the need to measure their value. The value
of traditional PPPs was measured in terms of leverage or the ratio of private sector financial

® “Remarks by the President at the Clinton Global Initiative”. New York, NY. http://www.whitehouse.gov/the press office/Remarks-by-the-
President-at-the-Clinton-global-initiative/, accessed November 18, 2009.

* Preston, Caroline and Wilhelm, lan (2009) Global Donor Meeting Offers Glimpse at ‘Social Innovation’ Fund. The Chronicle of Philanthropy.
* NPR interview “Clinton: Aid Agency Central To U.S. Foreign Policy” January 7, 2010;
http://www.npr.org/templates/story/story.php?storyld=122304665.




contribution to public sector financial contribution. Having transcended the traditional PPP
model and with cross-sector alliances established as an acceptable approach to development,
potential partners and alliance proponents increasingly seek proof of the incremental value
achieved through partnership. There are several driving forces behind this trend:

e The alliance value proposition needs to be demonstrated.
While partners from all sectors believe alliances are valuable, there is a lack of firm
evidence to support the claim that the alliance approach is preferable to more
traditional development models (Barr, 2007).

e Value must supersede transaction costs.
Building an alliance can be challenging — aligning resources and individuals from two or
more sectors and multiple organizations to focus on a complex issue within a developing
country is no easy feat (Nelson, 2009). Given these challenges, alliance builders are
tasked with demonstrating that the benefits outweigh the costs.

e The stakes are getting higher.
The U.S. Office of Management and Budget has signaled a strong emphasis on
performance management6 and various reports have noted the increasing pressure that
funders place on NGOs to show tangible impact. Similarly, corporations faced with
budget cuts want to invest in social change that is clearly tied to measurable business
value.” Rather than participate in alliances

because it’s the “right thing to do,” corporations “Are corporations willing to lose money
correlate participation in development as (in partnerships)? No, because the
investment in qualified labor, new markets, new decision-maker is the shareholder.”
suppliers and more commercial opportunities ~ David Arkless, President of Global
(Lee, 2006). Ultimately, partners and alliance Corporate & Government Affairs,

Manpower at 2009 BCLC conference
proponents are eager to understand the value of

alliances themselves — that is to say, what additional business and development value is
generated by using the alliance model.

6 http://www.whitehouse.gov/omb/assets/memoranda 2010/m10-01.pdf, accessed November 18, 2009.
7 http://www.chicagobusiness.com/cgi-bin/mag/article.pl?articleld=32325&seenlt=1, accessed November 18, 2009.




Why Measuring Alliances is Hard

While the need to measure alliances is widely accepted, the task is easier said than done.
There are a number of conceptual and practical challenges that have impeded the
measurement of alliance value to date:

PPPs are complex. There are many amalgamations of partners, sectors, development
issues and business imperatives that can be considered a public-private partnership or
development alliance (Lund-Thomsen, 2009). Indeed, some eight combinations are
possible for alliances when considering simply the dimensions of control, funding and
ownership (Zarco-Jasso, 2005).2  Given this complexity, measuring the value of alliances
requires an understanding of what measurement means and how it can to be applied to
the various permutations at hand.

The historical PPP model was not value-oriented or data-driven. Although many
partnerships have been formed and the concept of global development alliances has
been around for several years now, the approach is only now beginning to take on a
results-orientation and more critical view of applicability. In the past, partnerships were
formed in good faith, believing that an increase
in impact would naturally occur, and it often did.
However, this value has not been the centerpiece

“Evaluations are typically more
descriptive than analytic. Thatis, they
report the extent to which intended

of evaluation and is not currently well measured activities were carried out...They are less
or documented. In fact, few analyses have been good at describing whether desired (and
conducted that capture the quantitative results often long-term) outcomes are being

achieved and how these outcomes and
impact can be correlated back to the
partnership.”

of alliances to date (Hodge and Greves, 2009).

Knowing what to measure is tough. ~Dewar, et al, (2009). Evaluating Global
The complex nature and historical context of Development Alliance: An Analysis of
alliances leave us unsure of what we need to USAID’s PPPs for Development
measure in order to demonstrate value
(Hoffman, 2009). Are we attributing long-term change to an alliance? Or near-term
contribution to smaller outcomes? Do we measure development results or business
value? Or do we measure activities and processes tied to the partnership’s execution?

Existing measurement systems create accountability but do not capture value or
inform strategy. The measurement problem has been compounded by the fact that
compliance reporting systems take significant time and effort and do not result in data
that can be used to demonstrate value or improve strategy. Today, alliances have been
driven to accountability, but not to learning. (Dewer, et al, 2009).

& Zarco-Jasso describes the dimensions of internal control, funding and ownership, each of which can be held by the public or private sector to

present a matrix of eight possible partnership amalgamations.
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e Traditional measurement is taxing. Given all of the above, many alliances and partners
perceive measurement to be difficult and of little value. It becomes an exercise at the

end of an alliance — far from a strategic way to capture value and improve performance
along the way.




How to Measure (and Improve) the Impact of Alliances

While the demand to measure the value of alliances is great, the obstacles to doing so are
perceived as equally daunting. The solution lies in adopting a new approach to measurement
that not only enables partners to measure alliance value but also reveals critical insights as to
alliance strategy and the next generation of strategic alliances. This approach relies on three
critical tenets: a focus on outcomes, metrics that matter, and a strategic shift toward alliances
built on shared interest.

Part I: Focusing on Outcomes

The value of an alliance — or any initiative, program or relationship for that matter — cannot be
measured without defining success. And while measurement is often met with scorn and is
underutilized in strategic decisions, an outcomes-based approach transforms the traditional
relationship between measurement and strategy. This approach puts aside the task of
measurement and focuses on the action of measuring value. Actively measuring value as
opposed to engaging in the measurement of activities is very different — it requires a focus on
outcomes, the use of indicators that are both practical and meaningful, and a tightly closed
loop between performance data and strategic management decisions.

An outcome is neither an activity nor is it the overall
long-term development goals or commercial mission of
an alliance. Outcomes reflect desired change as a result

Outcomes are:

v Near-term: changes in behavior or
condition that reflect a positive shift

of a particular set of programs or activities; achieving toward social impact. Note:
desired outcomes contributes to long term impact. By outcomes generally begin with a
defining and measuring outcomes, public sector verb like increase, expand or
partners, companies and other private sector partners improve
. . . . v’ Specific and measurable: tracking
can all achieve clearer intentions, stronger strategies and . .
data to monitor outcomes is
more meaningful results. practical and timely
v’ Meaningful: achieving an outcome
For example, in 2004 USAID partnered with Gap, indicates fulfillment of mission and
Walmart, Limited Brands, Timberland, Coldwater Creek, progress toward longer-term impact
Billabong and DAI to form an alliance called “Continuous Outcomes are not:
Improvement in the Central American Workplace” or % Activities or processes (hosting an
CIMCAW. The alliance’s stated objectives were to: 1) event is an activity, increasing

awareness is an outcome)

improve compliance with international labor standards; % Immessurablellong-term change

2) increase the competitiveness of the Central American

workforce; and 3) raise productivity by improving quality
of life. Each of these is a strong outcome, reflecting a specific change that can be measured
practically within a reasonable time horizon. From the corporate partners’ perspective, these
development outcomes translate the business outcomes of a strengthened and more reliable
supply chain and increased productivity in the workforce.




In contrast, other alliances have noted desired outcomes that are activities-based, such as

“organize cooperatives” or “conduct training.” Such objectives do not reflect results achieved

and will not demonstrate the value of the alliance; rather they are activities that support
outcomes such as increasing supplier bargaining power or building workforce capacity,
respectively. Others state broad goals like “improve the economy” or “increase shareholder
value.” These types of long-term impact must be supported by interim outcomes to which an
alliance can meaningfully contribute in the near-term such as increasing the number of living-
wage earning jobs or reducing overhead costs, to name a few.

Part Il: Metrics that Matter

Measurement is often seen in unflattering ways: as an academic exercise that yields little useful

information, a costly and arduous process seeking unrealistic scientific precision, an after-the-

fact task that distracts from more important activities, a barrier to introducing innovative and
hard to measure approaches, or an irrelevant reporting program that misses the heart of the
issue. To avoid these traps, partners should take three steps to ensure that they measure what
matters: 1) transition from measuring compliance only to also measuring value; 2) measure

contribution, not attribution; and 3) use metrics focusing
on business and development outcomes, the value of
the partnership, and effective implementation.

Compliance and Value

Measurement is often an act of compliance — counting
up activities completed and monitoring how funds are
spent. While accountability is an important aspect of
working with multiple cross-sector entities, to
demonstrate impact and value requires another type of
measurement in addition to traditional compliance. In
short, while partners have a responsibility to track funds
and activities, they also have an often unexploited
opportunity to communicate value through outcomes
measurement.

On the spectrum of types of measurement (Figure 1), a
compliance-oriented measurement system asks, “Did it
happen?” It tracks activities, dollars and headcount.
Data is collected for transparency and rarely revisited.
Measurement for the purpose of assessment and
evaluation attempts to prove theories of change, asking,
“Did it work?” Outcomes-based measurement is a value-
oriented approach that captures outcomes and progress
toward long-term and systemic change. It asks, “How
well is it working?” and uses data to improve results and
demonstrate value delivered.

Figure 1: Measurement Spectrum

Demonstrate Accountability

Compliance

Assassment

Evaluation

Qutcomes

Measurement

Deliver Impaci

L] L] - -

Process metrics
Audit

Business case
Informal roview
Anccdotal data

Focuson proving
Control groups
Longitudinal
Capture what did
happen

Focuson
improving
Timely data
analysis
Actionable
reports

Caplure what is
happoening
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Contribution, Not Attribution

Many organizations aspire to demonstrate an explicit cause and effect relationship between
their programs and broad social change. In doing so, they are faced with two often
insurmountable challenges. First, scientifically-valid attribution requires studies that are costly
and more time-intensive than is practical for most developmental programs. Second,
development issues are complex and multi-variant in nature; attributing large scale or systemic
change to a specific program or set of programs is rarely plausible.

The solution to this dilemma is neither to accept the cost
of investing in attribution studies nor to sacrifice
measurement altogether. Instead, partners can practically
measure their contribution to long-term impact by
measuring their progress against near-term outcomes. For
example, a development organization aiming to reduce
poverty is not likely to have the time and resources to
statistically prove the relationship between its programs
and GDP. It can, however, measure the number of
individuals that have been made job-ready, employed, or
have experienced an increase in income. Similarly, a
corporate partner aiming to increase sales cannot credibly
correlate its partnerships in a developing country to
overall revenues. What it can measure as a result of an
alliance is a change in company awareness and brand
perception, access to new suppliers or customers, and
speed to market.

“..Select outcomes that the public
values and the indicators that
measure progress toward those
results. Then the community
organizations determine — on the
basis of research, theory, and
experience — the actions likely to
contribute to attaining those goals, be
they proven or promising approaches,
new combinations of programes,
stronger infrastructure, new
capacities, or the development of
innovative efforts.”

~Lisabeth Schorr (2009). To Judge
What Will Best Help Society's
Neediest, Let's Use a Broad Array of
Evaluation Techniques. The Chronicle
of Philanthropy.

In evaluating existing alliance reports, it was noted that partners struggled to find the middle
ground between activities and long-term change. For example, the Sustainable Tree Crops
Program in West Africa trained 33,000 farmers through the alliance. While this number is
impressive, it does not reflect the desired outcome of increasing farmers’ connection to
markets, protecting the surrounding environment and increasing farmers’ business acumen. An
outcomes-oriented metric could serve as a proxy for the increase in the skill level of trained
farmers and the resulting growth in access to markets by measuring the increase in distribution

outlets and/or sales.

Measuring What Matters: Metrics to Capture Alliance Effectiveness, Outcomes and Value

Once focused on a measurement approach that is designed to demonstrate value by measuring
contribution to outcomes, partners can focus on the types of metrics that best convey results.
Given the complexity of measuring a multi-party effort that tackles complicated issues over an

extended time period, it is no surprise that organizations and alliances have struggled to define
this set of metrics. Considering alliances through the lens of outcomes highlights three types of
metrics that capture the value of partnerships:

11
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Contribution metrics: First and foremost,
partnerships measure their contribution to the
development and business outcomes that the
collaborative set of partners aims to achieve. On
the development side, many organizations
including the US State Department and USAID
house a library of indicators that are used to
track developmental progress. As alluded to
above, the key to telling the development story is
to focus on the indicators that truly represent
results, not just those that track activities or
inputs.

v' # of people

Contribution metrics
Measure Outcomes...

made job ready

v" % change in x #seeds
income among distributed
households
served

% increase in
employee
retention

x #employee
hours
volunteered

Incremental value metrics: Next, partners must measure the value of the alliance
itself. Incremental value refers to the incremental value created by tackling a
development issue or business endeavor through an alliance of public and private

partners as opposed to through either sector’s individual investment. In other words,

partners should be able to state, “as a result of
working in an alliance, we were able to achieve
(development outcome or business outcome)
better/faster/cheaper and with greater chance of
broad and long-term success.”

Currently, little data about the value of alliances
beyond anecdotes and qualitative success stories
have been captured. However, it seems apparent
that alliances can deliver significant incremental
value in terms of effectiveness (increased
relevance or quality), scale (increase in reach),
efficiency (reduction in time and/or cost),
sustainability (increase in longevity of impact),
and systemic change (increase in coordination
across multi-faceted issues). For example, the
USAID’s EXIT (End Exploitation and Trafficking)
alliance in Asia leveraged MTV, Nickelodeon and
VH1 to increase awareness of human exploitation
and trafficking through TV programs, online
content and events launched in partnership with
anti-trafficking organizations. By working
together, the alliance increased reach
exponentially and raised the brand visibility of
participating networks.

Ideally, alliance value is measured in relative
terms, capturing the incremental value delivered

x # of trainings

....not activities

Figure 2: Types of Alliance Value

Increase Scale

“Through the partnership, we
served three times as many as
we could have served alone.”

Improve Effectiveness

“The program improved due to
the industry knowledge of our
private sector partners — it was
twice as effective as otherwise.”

Increase Efficiency

“With each partner focusing on
what it does best, we launched
the program with about a third
less total cost than it would have
been had we gone it alone.”

Increase Sustainability

“Partnering with the private
sector, around mutually
beneficial goals, helps ensure
that the project persists after
USAID involvement ends.”

Enable Systemic Change

“Forming a multi-actor coalition
helped to solve an industry wide
bottleneck.”
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through the alliance approach. Measuring relative value is most applicable and practical
in terms of scale, effectiveness and efficiency. One USAID alliance builder described the
incremental value of the alliance in which a company participated in by saying,
“...because we had the business involved, we trained more workers (scale), and the
training they got was designed specifically to set
them up for .the jobs that the b_usmess wanted v’ Effectiveness: incremental degree of
to fill (effectiveness).” If the alliance also st rElevEnEE i el e
resulted in lower cost per worker trained and/or | v scale: incremental # of people made
shorter time horizon to execute the training, aware

this partnership would also represent efficiency | ¥ Efficiency: reduction in cost per
value. H_Owever' reljdtive Va_lue can be v zsgi::n:bei?izczj% of initiatives that
challenging or even impossible to measure or are market-driven

may simply not be needed. In this case, alliance v Systemic change: % of identified
value in each of the above listed categories can critical stakeholders/organizations/
be measured in absolute terms to the same industries engaged in the initiative
effect as relative measures.

Incremental Value Metrics

e Process metrics: Finally, alliances should continue to measure the effectiveness of their
implementation, ensuring that the value they generate outweighs the time and effort it
takes to form and execute the alliance. Process metrics are neither meant to
demonstrate development outcomes nor will they convey business value; instead they
measure contribution to the outcome of a
successful alliance. As such, they track progress
toward achieving the characteristics of high

Process Metrics
v' # weeks from concept to
implementation

value, high-functioning partnerships, such as v # shared outcomes / metrics
reducing the time from concept to completion, identified by partners in alliance
increasing the degree to which the alliance MOU

v’ Leverage ratio (public sector
financial contribution : private
sector financial contribution)

MOU reflects outcomes and shared interest,
and the establishment of an outcomes-oriented
and strategically integrated measurement
system.

Part Ill: Toward More Valuable Alliances

With a focus on defined outcomes and the right set of practical metrics, potential partners have
a better understanding of the impact they aim to create together, whether the partner is
focused on development, business value or otherwise, and they are more equipped to measure
the value they have created in a meaningful yet practical manner. In order to increase the
value of alliances, however, the authors of this paper believe that alliances, potential partners,
funders and supporters should focus on outcomes that alliances are best suited to deliver.
Specifically, they assert that alliances should be formed based on an explicit and measurable
set of shared outcomes. By adopting a greater focus on the intersection of interest between
public and private sector outcomes, the authors believe that alliances will become more
valuable and likely more sustainable. It is also foreseeable, in the authors’ view, that there may

13



be fewer alliances in number as alliance models are applied to a narrower, more strategic set of
development issues and business opportunities that are best suited to the alliance approach.

Taking a closer look at the intersection of shared interest from a business point of view,
corporations are ultimately tasked with two objectives: increase revenues and reduce costs.
This simple profitability equation is clear. In terms of social investments, businesses almost
always strive to increase brand reputation and mitigate risk through their social endeavors.
Applying this lens to alliances and the developing world, businesses typically aim to achieve one
or more of the following through their participation in alliances:

e Increase access to sufficiently qualified and skilled talent

e Increase access to new markets

e Develop new and/or innovative products and services

e Strengthen the quality and vitality of the supply chain

e Reduce cost of products, services, materials and distribution

e Improve relationship with key stakeholders (i.e. elected officials, community leaders)
e Increase visibility as a social “good” thought leader

e Decrease risk of market entry

From a development perspective, there is a long list of
objectives that any number of organizations
(governmental or nongovernmental) aim to tackle. .

However, considering the objectives of commercial Business Interest:

) Increase access to sufficiently
partners, the focus narrows. Indeed, by focusing on qualified and skilled talent
shared interest, it becomes clear in the authors’ opinion
that alliances are significantly better suited to address
certain development objectives. One example is
workforce development. From a business perspective, a
highly skilled workforce is a critical input to marketable

Figure 3: lllustration of Shared Interest

) ) ) - Shared interest
products and services and likewise a qualified talent {n workforce
pool on the ground in local communities can create huge development
cost savings. Development organizations focused on outcomes

driving economic growth by way of increasing individual
income and employment rates also want to increase the
employability of local workers. Herein lies the
intersection of interest that fosters a high value

. . . Deveropmenr Interest:
partnership between public and private sector partners, Increase employment and
in this case focused on workforce development (Figure income

3).

Workforce development is only one of several examples highlighting the intersection of desired
outcomes between public and private sector partners. Another example is the Bird’s Head
Alliance in West Papua in Indonesia (Figure 3). When USAID’s Local Government Support

14
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Program (LGSP) joined forces with BP Berau, Ltd. its long-term goals were expand democratic
local governance in Indonesia. To do so, it defined interim outcomes of increased government

capacity and civil society participation. BP, on the other
hand, aimed to mitigate the risk of operating in West
Papua. As such, BP’s outcomes were to improve public
spending practices supported through increased
government capacity and citizen participation. Despite
their long term goals being distinct, BP and USAID
shared important intermediate outcomes - increased
government capacity and civil society participation - that
could be realized by using an alliance approach.

Currently, there is not enough available information on
the outcomes achieved through the alliance model to
conclusively outline which types of alliances will be most
valuable. However, as proponents, funders and partners
increase their focus on results and incorporate
outcomes into their strategy development and alliance
formation process, the authors maintain that a finite
range of alliances will emerge as significantly more
valuable than others. These alliances will carry the
distinct characteristic of being founded on the bases of
shared outcomes. Appendix B includes an illustration of

Figure 4: Bird’s Head Alliance

BP’s Objective:
Mitigate commercial risk in
support of market entry

Shared interest in
increased
government

cupucily uctieved
through training

USAID’s Objective:
Reduce local instability in
support of democracy

potential intersections of outcomes that may drive high value alliances while Appendix C
includes a table of development outcomes that are most likely, in the authors’ opinion, to

benefit from the alliance approach.
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Action Steps for Public and Private Sector Partners

The future of alliances will be shaped by the ability of corporations, governments, NGOs,
donors, and alliance builders to capture the value that is created by successfully leveraging the
alliance model. Capturing value requires both a clear definition of what success means in
terms of near-term and measurable outcome; an understanding of the unique value (and
comparative advantage) that each partner brings to the partnership; and an approach to
measuring value that is practical, meaningful, and inextricably linked to strategy. Partners
can begin to adopt the outcomes-based approach by taking the following key actions:

FORMING IMPLEMENTING MEASURING

- Speak the language - ldentify capabilities of - Balance compliance
- Find the intersection ‘ each partner I with outcomes

- Break with tradition - Revisit and revise

OVERALL: Fewer alliances with a greater degree of results

1. Speak the language
“Speaking the language” is two-fold: first, all potential partners must begin to examine
and discuss alliance strategy in terms of outcomes and value, not activities. In doing so,
each must take a second step to develop a deep understanding of the priority outcomes
of their potential partners and the language, timeline and context in which they matter.
So-called “language barriers” can hinder governments, NGOs and corporations alike:
development-oriented government agencies and nonprofits shy away from open
discussions of business value while corporations do not sufficiently invest in
understanding intended development outcomes. In order to define and subsequently
achieve and measure value, each partner must understand and possess a comfort level
in discussing the outcomes-based objectives of their counterparts.

2. Find the intersection
A shared language will enable partners to identify shared goals and outcomes. And
while potential partners may have different long-term goals — for example, alleviating
poverty vs. establishing a new commercial market — they may still have overlapping or
complementary near-term outcomes that make a partnership logical and fruitful.
Finding this intersection of interest is critical to establishing the value of the alliance
approach and securing the investment — both in terms of resources and commitment —
in the partnership’s success from all parties involved.

3. Examine the unique capabilities of each potential partner
In the move from traditional public-private partnerships to global development
alliances, alliance builders have begun to select partners for reasons other than financial
resources. The authors endorse this trend and encourage potential partners to consider
human resources, technological capacities, intellectual property and process expertise

16



among other nonfinancial assets that may be relevant to an alliance. Ultimately,
partners should form an alliance if and only if the alliance will result in a uniquely
improved approach to solving development issues or accessing business opportunities,
that is, one that could not be executed by a single partner alone. For public entities
and NGOs, this may imply a more stringent take on the companies with whom it makes
sense to build an alliance. For corporations, this implies applying core business assets or
mechanisms to social issues in concert with the support of a uniquely qualified NGO or
public entity. For both public and private partners, a more exacting approach will
ensure that alliances produce the desired outcomes and generate value above and
beyond what can be achieved in their absence.

Break with tradition

Defining outcomes and corresponding indicators will do little to affect impact if they are
not tied to strategic decisions and tactical execution. Organizations often struggle to
break from “what we’ve always done” in favor of “what best achieves our desired
outcomes,” yet this shift in mindset is required to generate truly valuable alliances
that produce outcomes. Tactical steps to breaking from tradition include assigning
individuals’, teams’ and partners’ responsibilities to outcomes, not activities; allocating
financial and other resources according to priority of outcomes, and incorporating
outcomes-data into performance reviews and management decision-making.

Balance compliance with strategic measurement

Compliance and accountability reporting is crucial to ensure the integrity of funding and
to manage any multi-party engagement. It cannot be disregarded, particularly when it
comes to the use of public sector resources. However, as this paper has outlined,
measuring outcomes and demonstrating value are unique and equally important; they
must be a carefully resourced and strategically utilized component of any alliance.

In fact, an outcomes-orientation should be incorporated into all types of management
decision-making from budgeting and resource allocation to organizational design. In
order to elevate measurement to its needed strategic role, partners must increase the
guantity and skill of resources dedicated to measurement; ensure regular and consistent
measurement and reporting; and make use of measurement insights with key
stakeholders and in strategic decision-making.

Revisit and revise

A key benefit of outcomes-based measurement (as opposed to long-term control-based
evaluation and compliance reporting) is that practical measures ensure timely reporting
and enable findings to inform and influence strategy while an alliance is ongoing.
Partners must take advantage of outcomes data, revising strategies, programs,
resource allocation and even the alliance itself in order to ensure that desired
development and business results are produced.
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Fewer, Better Alliances

An outcomes-based approach to alliances will produce a smaller volume of alliances but a
greater magnitude of impact. Partners and funders should sharpen their focus and build
alliances centered on the development issues most likely to benefit from the alliance method
and more apt to produce business value. In order to focus on fewer, more strategic alliances,
potential partners and funders must take a difficult step: they must say “no”. Given that each
partner has limited amount of resources and personnel time to dedicate to an alliance, strategic
decisions must be made about which alliances to support. What may seem at first to be turning
down opportunities is the only way to disproportionately invest in the alliances that will
produce disproportionate results.

Once adopted, an outcomes-based approach will lay the groundwork for further investigation
of shared outcomes, partnership value and the outcomes — both development and business —
that are best suited to the alliance approach. The first generation of alliances demonstrated the
ability of the corporate sector and development organizations to come together to jointly
address business challenges and development issues; the next generation will demonstrate the
incremental value that these alliances can contribute to business and development outcomes.
When used well, alliances are a powerful tool that can create mutual value and increase the
effectiveness and efficiency of our approach to development.
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Appendix A: Success Equation™ Tool

The Success Equation™ can be used to help organizations determine what near-term outcomes it will
pursue, track and hold itself accountable for in support of broader and more long-term change.

Begin by determining D, the ultimate goal. This goal is then supported by A, B and C, which are near-
term outcomes that can contribute to longer-term change. A, B and C are all supported by activities
and strategies and measured by outcomes-oriented metrics.

In the case of an alliance, there are two applications of this tool. First, individual organizations can
use this process to determine if and why an alliance strategy makes sense in terms of desired
outcomes. Second, potential partners can use the Success Equation™ to identify shared outcomes.
Potential partners from the public and private sectors will often find that while their long-term
objectives (D) vary, there are intermediate outcomes (A, B or C) that make the alliance mutually
beneficial and worthwhile.
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(Re) Valuing Public-Private Alliances: An Outcomes-based Solution

Appendix B: lllustrative Intersection of Outcomes Leading to High Value Alliances

Business Qutcomes Potential High Value Alliances Development Qutcomes

* Increase accessto Education & A
sufficiently qualified and Workforce
skilled talent B4 Development

+ |ncrease employmentrate
+ Increase individualincome

* Increase efficiencies

« Improve distribution systems | | Strengthen the

+ Reduce costof products and | Supply Chain
services

* Increase suppliers’ (e.g.
farmers) income
* |mprove access to markets

+ Increase accessto new * Increase accessto

markets Distribution affordable and high quality
+ Develop new products and Systems and 900(‘_13 and services that
services Networks provide a development
benefit
+ Improve relationship with key Government + Improve democracy and
stakeholders Capacity increase political stability
+ Mitigate risk of market entry Building - Reduce corruption

The authors believe that certain types or models of alliances will produce disproportionate results
both in terms of development impact and business value. These alliances, while not yet well-defined
or evidenced, will be characterized by the strong overlap of outcomes-based objectives articulated,
understood and achieved by and for all partners.
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(Re) Valuing Public-Private Alliances: An Outcomes-based Solution

Appendix C: lllustrative Development Outcomes Well-Suited to Alliances

Looking ahead, the authors assert that highest value alliances will exhibit two characteristics:

1. Astrongintersection of interest in terms of the outcomes that each partner aims to achieve,
and

2. Aneed and ability to leverage the value that is generated through the application of the
alliance approach to development, namely those issues requiring private sector engagement

to be relevant, to achieve scale, to become sustainable, to drive system-wide change and to
reduce cost.
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