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Why A TAsk Force on ProgrAm Delivery

Historically, the focal point of development sector dialogue has been whether or not there 
is enough funding for aid programs; issues concerning the effectiveness of the funding 
provided have taken a back seat. Today, it is increasingly clear that, while increased fund-
ing is a necessary element of the global strategy for alleviating poverty, funding alone is 
not enough unless there is significant enhancement in the efficiency and effectiveness of 
program delivery. The international community must now address these practical ques-
tions: what interventions are necessary, how should they best be implemented, and who 
are the stakeholders strategically and practically most suited for undertaking this work?  

It is in this context that Dalberg constituted the Task Force on Capacity for Program De-
livery. The Task Force is comprised of individuals with decades of experience in develop-
ment. They are leaders from a broad range of institutions and communities – multi-lateral 
development banks, corporate foundations, developing country governments, social 
entrepreneurs and private sector companies – who have come together with the common 
commitment to take a hard look at what is not working in the delivery of development 
resources and to offer alternative, concrete recommendations for change. 

Dalberg Global Development Advisors is a professional services firm that promotes 
global development by helping leaders of the most significant public, non-profit and 
private sector institutions affecting international development to develop the right strate-
gies, to enhance organizational and operational performance, and to introduce innovative 
ideas. The Task Force on Capacity for Program Delivery is Dalberg’s commitment under 
the Clinton Global Initiative.  

mission oF The TAsk Force
The Task Force seeks to promote a more innovative and effective global development system 

by exposing inefficiencies and gaps in the public delivery of goods, and by highlighting  
private sector models that could address these challenges. 

Through a unique and rigorous analysis of the efficiency, accountability and scalability 
within supply chains in two core sectors, we demonstrate that current program delivery 

structures are ill-equipped to handle huge transfers of funds, goods and services, and that 
concrete and sustainable solutions can have a stunning impact for the better.  

Ultimately, the lessons learned will provide actors in the fields of economic and social  
development with the knowledge they need to improve and expand the output of  

humanitarian programs.
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 TAsk Force ForeWorD

The Members of the Dalberg Task Force on Capacity for Program Delivery come from a broad range 
of regional backgrounds and have extensive experience in the private sector, public development insti-
tutions and governments, and NGOs. However, we have two basic things in common: (i) we have all 
worked intensively for many years to address the challenge of international development; and (ii) we 
strongly believe that the recent global efforts to enhance the transfer of resources for poverty alleviation 
will not yield the necessary results without a concerted and urgent attempt to increase the effectiveness, 
efficiency and structure of the global development effort.

It is against this background that we have responded to Dalberg’s commitment under the umbrella of the 
Clinton Global Initiative (CGI) to address the critical focus issue of poverty alleviation. We set an urgent 
timetable for our work to ensure that we are able to present our basic conclusions, recommendations and 
proposals for action during CGI 2006 on September 20-22, 2006. 

As we present our work, we wish to acknowledge that, while many of our conclusions focus on the role 
of international players, we recognize the fundamental role that domestic institutions, policies and con-
text play in development. This means that the global recommendations made in this report must always 
be appropriately adapted to the local environment. Most importantly we recognize that the core objective 
of development is always to enable all people to have the opportunities and capacity to address their own 
needs, and provide them with an environment that allows them to improve their standards of living.

The Members of the Task Force – both collectively and individually – invite partnerships with others 
working to ensure vitally needed improvements in the delivery of development assistance and to achieve 
a significantly expanded role for private innovation to address long-standing development problems.

Ms. Safiatou Ba-Ndaw Deputy Chief of Staff in the Office of the Prime Minister, République de Cote d’Ivoire 

Mr. Kurt Hoffman Director of the Shell Foundation

Mr. K. Vaman Kamath Managing Director and Chief Executive Officer of ICICI Bank Limited

Mr. Robert Litan Vice-President of Research and Policy at the Kauffman Foundation 

Mr. Callisto Madavo Visiting Professor, African Studies Program at Georgetown  
University and Former Wold Bank Regional Vice President for Africa

Ms. Linda Rottenberg Co-Founder & CEO of Endeavor

Mr. Henrik Skovby (ex-officio) is the Managing Director of Dalberg Global Development Advisors

Mr. Simon Zadek Chief Executive of AccountAbility

Mr. David Bonbright (Alternate to Mr. Simon Zadek) Founder and Managing Partner of Keystone 

Ms. Louise Hulme (Alternate to Ms. Linda Rottenberg) Vice President of Finance & Administration at Endeavor 

Dr. Nachiket Mor (Alternate to Mr. K.V. Kamath) Deputy Managing Director and responsible for the Corporate 
Banking Division of ICICI Bank  
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Dalberg global 

Development aDvisors 

is a professional services 

firm that promotes 

global Development by 

helping leaders of the 

most significant public, 

non-profit and private 

sector institutions 

affecting international 

development to develop 

the right strategies,  

to enhance organisational 

and operational 

performance, and  

to introduce  

innovative iDeas.

“Too often, the gains of economic growth are 
more accessible to the relatively advantaged 

sections of society, who also find it easier 
to participate in the growth process. Poor 

people wait much longer to reap the benefits 
of growth. Engaging them in the economic 
mainstream is essential to achieve inclusive 

growth and power ourselves to a higher 
growth trajectory. The involvement of pri-
vate enterprises in the commercial sector has 
to be backed by commitment to the society.

 
Access to financial services is a key element of 
the process of socio-economic empowerment. 
At ICICI Bank, we see rural banking as the 
next horizon of our growth in India. A key 
element of our strategy is to provide micro-

financial services to the rural and urban poor 
through partnerships with local community-

based institutions. 
 

The members of the Task Force have been 
able to offer some unique yet consistent per-
spectives to the pressing global problems. The 

collective experience has resulted in
meaningful conclusions which have universal 

application with a local context.”

k.v. kAmATh, 
CEO of ICICI Bank
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The international community has 
never expressed greater interest 
in addressing the world’s major 
development needs, among them 
increased economic opportunity, 
improved health, and secure 
access to water and electricity. 
This commitment is demon-
strated by significant increases 
in public aid, dramatic growth in 
private philanthropy and NGO 
(non-governmental organiza-
tion) engagement, and unprec-
edented investments by private 
firms in the developing world. 
Overseas development assistance 
(ODA) alone has now reached 
$100 billion a year and there 
are commitments by the G-8 
to increase this by $50 billion 
by 2010. With these resources 
comes an unprecedented op-
portunity to improve the lives of 
millions. But it also comes with 
an enormous responsibility to 
ensure that these resources are 
spent efficiently and account-
ably, and that they contribute to 
development goals. 

This growth in activity has 
included the entry of many 
new, primarily private, players. 
For instance, the resources of 
world’s most successful technol-
ogy companies have created the 
Gates Foundation and Google.
org, and developing-country 
institutions, such as ICICI Bank 
in India and  the Grameen Bank, 
are using innovative thinking and 
models to achieve breakthroughs 
in development. However, these 
and many other new entrants to 
development also create a great 
deal of complexity and risk. The 
tasks of isolating the results of 
any one player, identifying the 
best models for implementing a 
particular development approach, 
and maintaining the accountabil-
ity of a diverse set of public and 
private players are all major chal-
lenges. Furthermore, public and 
private players continue to strug-
gle to work effectively together, 
despite the need for the expertise 
of both types of organizations to 
effectively address poverty.  

execuTive summAry
Why is improving program “delivery” - all of the steps required to convert funds into products or services 
in the hands of recipients - important? Because getting a drug to a patient suffering from AIDS, build-
ing a power facility or setting up a microfinance program requires robust end-to-end systems, starting 
with decisions made in developed countries by donors and aid organizations.  One must ask, if DHL 
can get a package from New York to Congo in three days, and Medecins Sans Frontieres can scale-up an 
AIDS treatment program in months, why is it that the conversion of development funds into lifesav-
ing drugs takes, on average, 12 to 36 months? While there are many factors and complexities that slow 
delivery of development programs, the impact of these cannot be ignored. These delays cost lives.
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“The emerging broad 
based consensus to scale up 
aid for development and 
povery reduction provides 
a unique window for a 
decisive push to improve 
the lives of millions across 
the globe, including the 
dire situation in Sub 

Saharan Africa. But this 
window will not remain 
open forever; we need to 
produce results quickly to 

sustain it.”

cAllisTo mADAvo, 
visiting Professor,  

Georgetown University, 
and Former World Bank 
Regional Vice President  

for Africa
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“The international development agencies 
play a key role in channeling large amounts 

of public money and technical expertise 
towards tackling some of the most difficult 
problems of poverty in relation to health, 
education, access to clean water and so on.  
The conditions under which these efforts 
take place are difficult and the need for 

accountable, effective partnerships and ef-
ficient delivery mechanisms is paramount. 
The Dalberg Task Force has attempted to 
make a conceptual and practical contribu-
tion to helping the development agencies 
achieve best practice in both of these areas 
and Shell Foundation is honoured to have 

been part of that effort.”
 

kurT hoFFmAn, 
Director, Shell Foundation

The chAllenge

The Task Force has sought to examine how 
this increasingly large and complex system is 
“delivering” the programs, products and services 
to support development in the world’s poorest 
communities. The Task Force aims to raise critical 
questions about the effectiveness of develop-
ment assistance and the roles of various players, as 
well as to constructively move toward answering 
them. Furthermore, the Task Force has sought to 
identify promising ways that new private players 
can contribute to a more dynamic and effective 
development sector. Through analysis of develop-
ment trends and the supply chains in two im-
portant development sectors – Health and Small 
and Medium Enterprise (SME) financing – the 
Task Force finds a number of key drivers behind 
the poor performance of development programs, 
particularly in the purely public sector domain:

1)  Insufficient “demand” orientation of develop-
ment efforts, where objectives are framed not 
based on the needs of recipients, but on the 
priorities of donors and development organiza-
tions.  Conditionalities of funding are frequently 
based on political interests rather than the ef-
ficiency and effectiveness of the program.

2)  Costly and slow system of public aid, which 
needs to become much better equipped to deal 
with the resources that it has, let alone the mas-
sive increases in resources that are forthcoming. 
A huge opportunity exists to unleash this capital 
and redeploy it to further the real goals of devel-
opment assistance – improving and saving lives. 
For example, in the health sector it is estimated 
that a 15-25% increase in the amount of com-
mitted capital going to products and services 
for recipients could be achieved through fairly 
straightforward improvements in fund dis-
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tribution procedures, procurement 
practices and financial management. 
Furthermore, the rate of approv-
ing projects, disbursing capital and 
implementing projects is extremely 
slow, with at least $13 billion undis-
bursed in EU development aid re-
sources alone. Similarly, it has been 
estimated that the major multilat-
eral development banks have about 
$181 billion in unutilized capital.

3)  Lack of innovation in develop-
ment programs, with insufficient 
investment in scaling-up effective 
models and few successful exam-
ples of public-private engagement. 
Even as new and innovative private 
models emerge for tackling major 
development challenges, the ef-
forts are fragmented and there are 
few resources to invest in bringing 
those innovations to scale. 

4)  Insufficient accountability em-
bedded in the system, intensified 
by the new players, resources, and 
complexities of the development 
arena. Mechanisms to ensure 
responsiveness to donors and 
beneficiaries are not designed 
into programs, but instead are 
treated as passive afterthoughts. 
The lack of national accountabil-
ity systems or failing that, of nar-
rower accountability compacts at 
project or sector levels between 
recipients, implementing organi-
zations and donors, often dooms 
programs to ineffectiveness from 
the beginning. 

recommenDATions

What is ultimately required to address 
delivery challenges and significantly 
increase the impact of every dollar 
invested in development? The Task 
Force has identified several short term 
actions that could yield immediate 
savings in terms of time and cost, 
and several long term changes in the 
operations of the development sector 
that would create a truly sustainable 
and accountable system of delivery. 
These recommendations require a 
significant restructuring of the public 
sector providers, better incentives for 
private sector engagement, and more 
room and encouragement of innova-
tion and experimentation. 

Short Term Actions to Achieve Im-
mediate Improvements in Delivery 
Performance
1.    Create transparent reporting and 

standards for program delivery 
and supply chain performance: 
Create meaningful measures of 
operational performance for all 
major development sectors. Cre-
ate indices of performance that 
are reported on consistently and 
frequently. Define optimal per-
formance for development supply 
chains in terms of cost and speed.

2.   Stop rewarding failure: Direct 
resources to governments willing 
to set up appropriate policies and 
institutions for sustained develop-
ment and to programs that show 
strong operational efficiency, build 
scalable programs, and make long 

“The development 
supply chain approach 

allows us to: (i) gain the 
visibility to pinpoint 
inefficiencies and the 

capabilities to transform 
them into competitive 

advantage; (ii) develop 
the foresight to identify 
the needs of recipients 
and the agility to re-

spond; and (iii) derive 
the functionality to 

optimize missions and 
resources to extend best 
practices to your entire 

value chain.”

sAFiATou BA-nDAW, 
Deputy Chief of Staff in 

The Office of  
The Prime Minister

 République de Côte’Ivoire
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term investments in building human and 
institutional capacity.  This must be paired 
with reducing or discontinuing resources 
devoted to programs that show few results 
relative to their goals. Political considerations 
from the resource allocation process must be 
removed to enable this true focus 
on results.

3.   Use accountability to create a 
system that is responsive and 
dynamic: Accountability to the 
needs of recipients must extend 
equally across donor countries, 
international development agen-
cies, NGOs and national govern-
ments. Mutual accountability 
mechanisms that build coherence 
and alignment between increas-
ingly diverse partners in develop-
ment urgently need to be better 
understood and advanced, for 
example through “Accountability 
Compacts.” 

4.   Leverage the expertise and dy-
namism of NGOs and compa-
nies to address urgent delivery 
challenges: Private organizations 
– both companies and NGOs 
alike – have made great strides 
in improving program delivery 
through analyzing and restruc-
turing their own supply chains. 
There is a need to immediately 
provide them the necessary funding and 
space to innovate, enabling the development 
of new and better programs and services. 

5.   Set a bold goal to reduce inefficiencies and 
improve share of capital directed to prod-

ucts and services: Within 5 years, the devel-
opment community should aim to unleash at 
least $10 billion in capital per year from the 
public development aid system by eliminating 
inefficiencies, creating scalable models, and 
improving the accountability of the system.

Long Term Transformational Change 
to Achieve Sustained Impact and 
Development
In the long term, the incentives in the 
system must be aligned to focus on 
clearly defined operational and devel-
opment goals. This approach requires 
significant engagement by beneficia-
ries in the design and implementation 
of policies and programs. The Task 
Force recommends an “Accountability 
Compact” that creates a new DNA 
for program design and implementa-
tion applicable to private, public and 
public-private initiatives. An Account-
ability Compact would include benefi-
ciaries in program definition, potential 
suppliers in program design, and the 
public sector in incentive creation.  

Effective accountability mechanisms 
would also aim to lead to sustained  
operational improvements in terms of 
delivery. For example, such a mecha-
nism should create incentives for 
development institutions to develop 
cost-effective programs and invest in 

scaling-up the best performing ones.  Further-
more, significantly increasing the information 
available for all stakeholders in the supply chain to 
make decisions and monitor performance would 
be a critical component of this new, more ac-
countable system.

 

“The great challenge for 
foreign aid today, more 
than ever, is to make 
it work. This report 

provides a roadmap for 
how to get that done.”

roBerT liTAn,  
VP for Research and  

Policy at the Kauffman 
Foundation,  

and Senior Fellow,  
Economic Studies,  

The Brookings Institution
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TAking AcTion: WhAT nexT?
While the recommendations above are far reach-
ing, the Task Force aims to be action-oriented 
and is proposing a set of specific initiatives to 
encourage innovation that can support radical 
improvement in program delivery by engaging 
the private and public sector alike. Many of the 
participants in the Clinton Global 
Initiative Summit could be impor-
tant partners in these new initiatives 
which are being explored or are 
already underway.

neW Tools AnD APProAches

  •   Independent Review and Survey 
of Development Institutions: 
Introduce a standardized rating of 
donors and multilateral institutions 
in terms of their perceived rel-
evance, effectiveness and efficiency.

  •   Initiative for Development 
Efficiency, Accountability and 
Scalability (IDEAS):  This ini-
tiative, which Dalberg is exploring 
through its Global Development 
Incubator, will research and dis-
seminate findings on opportuni-
ties to increase the cost-effective-
ness and speed of development 
aid through rigorous supply chain 
analysis in critical sectors such 
as health care and infrastructure 
provision. 

  •   Applying Private Sector Man-
agement Tools: Shell Founda-
tion has adapted and will make 
available “opportunity framing,” 
value assurance and risk manage-
ment techniques developed by 
various Shell Group businesses 
for wider use by the development 
community.

neW incenTives

  •   Portfolio of Development Prizes: Create 
international awards to address discreet devel-
opment needs such as clean water, distributed 
energy and infrastructure. Build on the success-
ful model created by the X-Prize Foundation to 
foster a culture of innovation and problem-solv-

ing in the development arena.  

neW ProDucTs

  •   ICICI Bank – “Banking the 
Unbanked” Rural Banking 
Initiatives Replication: Repli-
cate ICICI Bank’s India-based 
rural banking model in selected 
countries in Africa.  

neW PArTnershiPs

  •   Accountability and Innovation: 
AccountAbility, Shell Foundation 
and one or two major development 
agencies will explore the feasibility 
of applying supply chain approaches 
and Accountability Compact prin-
ciples developed by the Task Force 
to select programs. 

  •   Private Sector Development 
Coalition: This initiative, which 
is being explored by Dalberg and 
the Aspen Institute, will facilitate 
sharing of experience, replication 
and scaling-up of successful private 
sector and NGO models.

  
These findings are a call to action to the 
entire international community. No actor 
should be willing to accept that addi-
tional millions are not being treated for 
HIV/AIDS or lack access to economic 
opportunity because there is insufficient 
attention to making programs truly ef-
ficient, scalable and accountable.

“The Task Force 
highlights that ac-
countability to in-
tended beneficiaries 
of our development 

efforts is the need, and 
also the challenge in 

practice. Accountability 
Compacts seem to be a 
fantastic way to make 
this happen in ways 
that connect the key 
players in a virtuous 

cycle of learning, trust 
and mutual respect.”

DAviD BonBrighT, 
Chief Executive,  

Keystone 
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Our analysis shows that the need to improve aid 
delivery requires immediate action from public 
aid organizations, NGOs, foundations and com-
panies alike. However, given the dynamic nature 
of development and accountability 
issues, one should consider this report 
and its recommendations as “work 
in progress.” As this complex system 
of international institutions evolves 
and the context within individual 
countries shifts, we must continue to 
focus on delivery and seek innova-
tive approaches to winning the fight 
against poverty.
   

secTion 1: “The
                              ProBlem” 1
Resources and expectations are grow-
ing rapidly; the roles and approach of 
all players in development – public and 
private – need to evolve to have a real 
impact on poverty 

1.1.   overvieW
The Task Force considers poverty 
conditions around the world appall-
ing. Almost 3 billion people live on 
less than $2 a day, 840 million do 
not have enough to eat, 10 million 
children die every year from prevent-
able diseases and a billion people lack 
access to clean water. Recent global 
commitments by the G-8 to increase 
development aid by $50 billion by 
2010, paired with unprecedented 
engagement of private resources and 
players in development activities, 
provides an unprecedented opportu-
nity to change the lives of the world’s 

poorest. The Task Force believes that the global com-
munity can and must fulfill this potential, and hopes to 
make a contribution to doing so.

The Task Force efforts are focused par-
ticularly on understanding the potential to 
improve “program delivery,” or the delivery of 
products and services that have the potential 
to contribute to the social and economic 
development of communities in the de-
veloping world.  This focus is based on the 
recognition that how well resources are spent 
is critical. The overwhelming focus on how 
much resources are available, though also 
imperative, risks overlooking the important 
question of how to best translate these funds 
into products and services that bring sustain-
able benefits to the poor. The Task Force is 
most concerned with those countries that 
derive a significant share of their GDP from 
aid (typically 20% or more),2 as they are the 
main recipients of development resources 
and are most influenced by the effectiveness, 
or ineffectiveness, of development efforts.  

With resources growing and many new 
players engaging, the complexity of the 
development landscape is only multiplying. 
It is also exacerbating many of the tensions 
between public and private players that 
have historically impeded development 
efforts:3 distinct organizational cultures 
(making money vs. “doing good”),4 distrust, 
inherently different goals, and misaligned 
incentives 

Thus, while this new context holds a great 
deal of potential for alleviating poverty, 
there are 5 major challenges that urgently 
need to be addressed:

“Barriers to entrepre-
neurship in low and 

middle-income nations 
are unimaginable. At 
Endeavor, we support 
entrepreneurs with the 
biggest ideas to create 
thousands of jobs and 
accelerate the spread of 
innovations that will 
improve the quality of 
life in the developing 

world. Dalberg is doing 
a tremendous job in 

identifying innovative 
approaches to develop-
ment and we are proud 
to be part of their team.”

linDA roTTenBerg, 
Co-founder &  

CEO of Endeavor

1  UN Millennium Project Report to the Secretary General, “Investing in Development: A Practical Guide to Achieve the  
Millennium Development Goals.” New York, January 2005.

2  Simon Maxwell: What’s Next in International Development? Overseas Development Institute, Working Paper 270. London, June 2006. 
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1)  An insufficient “demand” orientation of development efforts, where objectives are framed not based on 
the needs of recipients but on the priorities of donors and development organizations.

2)  A costly and slow system of public aid, which needs to become much better equipped to deal with mas-
sive increases in resources. 

3)  A lack of innovation in development programs, with insufficient investment in scaling-up effective  
models, and creating effective models for private engagement.

4)  Insufficient accountability embedded in the system, exacerbated by the new players, resources, and 
complexities of the development arena. 

In response to this situation, the Task Force is calling for urgent actions to ensure that recent in-
creases in development assistance lead to real improvements in the day-to-day lives of the poor in 
developing countries.  

1.2.   inDusTry ToPogrAPhy AnD Drivers

The development industry has over the past decade seen a significant shift both in terms of fund-
ing and service provision. In both instances it has moved from mainly public funding and service 
provision towards more private sector funding and solutions. 

3  Shell Foundation: “Enterprise Solutions to Poverty: Opportunities & Challenges for the International Development Commu-
nity & Big Business.”London, March 2005.

4 Dalberg-Aspen Institute Conference: “Bringing the Best of the Private Sector to Development.”  Aspen, Colorado, July 2006.
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chAnge in FunDing PATTerns

Some of the major trends and drivers have 
been: 5 6

1)   A sharp increase in private flows into 
developing countries. Net private finan-
cial capital flows (debt plus equity) to 
developing countries have increased from 
$186.7 billion in 2000 to $490.5 billion 
in 2005. Worker remittances increased 
from $85.2 billion to $166.8 billion.

2)  A conversion of public flows. Net Over-
seas Development Assistance (ODA) rose 
from $53.7 billion in 2000 to $106.5 bil-
lion in 2005. However, net official flows 
(aid plus debt) have declined from $23 
billion in 2000 to negative $18.8 billion 
in 2005 due to debt repayment. 

3)  A new set of South-South players are 
increasingly a source of investment and 
development resources. South-South 
FDI increased from $24.8 billion in 2000 
to $47.4 billion in 2003, the latest year 
for which any official or unofficial source 
reports such flows. In terms of share of 
total FDI to developing countries, South-
South FDI has increased from 25% in 
2000 to 36.6% in 2003. The extensive 
Chinese investments in Africa have at-
tracted particular attention recently.

As shown in the charts, this has led to sig-
nificant financial transfers and activities that 
involve private players, outstripping activity 
driven solely by public institutions. 

Paired with these changes in the sources of 
financing, there has been a dramatic shift in 

participation from primarily public insti-
tutions to a wide range of private actors 
including NGOs, private foundations, and 
individual corporations. The Gates Foun-
dation, with its new capital infusion from 
Warren Buffet, will disburse more resources 
yearly than many bi-lateral donors, for 
example.  The two charts at left show the 
changing activities of public and private 
players:

These new groups offer major opportu-
nities to utilize new and innovative ap-
proaches that are demonstrating success 
and could make a much more significant 
contribution to development goals if ef-
fectively expanded. At the same time this 
rapid shift requires building effective and 
accountable interactions between the pub-
lic and private sector. While such links are 
actively sought by many actors, they do not 
yet appear to exist in a sustainable and high 
impact manner.  

The change in funding sources and the shift in 
service provision and interventions have resulted 
in a strong trend of movement away from the 
pure public-public interface in the development 
sector. This is accompanied by a major expansion 
in the range of players involved, to include devel-
oped and developing country private companies, 
foundations, and in NGOs. There is also signifi-
cantly greater interaction between the public and 
private sectors, and emergence of new players 
such as the Global Fund and the aforementioned 
Gates Foundation.

5 World Bank. 2006. Global Development Finance. Washington, D.C., 2006.
6 Institute of International Finance. Capital Flows to Emerging Market Economies. Washington D.C., 2006.
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The traditional development sector has been 
unable to engage the forces unleashed by 
swift technological change and massive trade, 
financial, and human resources flows. The 
system includes a multitude of international 
conventions, principles, standards, and gener-
al agreements and is built on institutions that 
need greater flexibility to operate in today’s 
more dynamic, agile and creative world. The 
framework shows signs of now being “mis-
matched”7 in terms of the global challenges in 
effectiveness (delivering the right aid pro-
grams) and efficiency (delivering aid quickly) 
it faces. It is also marked by insufficient 
attention to the two ends of the spectrum 
where accountability needs to be most clearly 
demonstrated: the taxpayer in donor countries 
and the recipients in developing countries.

These strains, however, are not unique to 
public development aid institutions.  Private 
players also demonstrate challenges in play-
ing a sustainable role in delivering products 
and services that support development goals. 
Important experiments such as the private 
provision of water infrastructure services 
appear to have failed for multiple reasons, 
often because of underestimation of the 
social, political and institutional implications 
of such changes – and a lack of full under-
standing of the need to ensure accountability 
to final users. 

These rapid changes in the development in-
dustry have challenged the way many estab-
lished institutions have been doing business. 
During this time of transition, the result has 

been the emergence of a number of contra-
dictions that must be resolved immediately 
(see text box below). 
 

An inDusTry Full oF conTrADicTions

1.   Consensus to increase resource transfers 
accompanied by growing stock of undis-
bursed aid commitments and unutilized 
capital (estimated at $181 billion)8 in the 
major multilateral development banks 
(MDBs), as lending volumes remain es-
sentially stagnant and net disbursements 
decline. There are strong indications 
that the operations of the MDBs are at 
levels significantly below what could be 
safely sustained by their capital base.  At 
the EU undisbursed aid commitments 
amount to approximately $13 billion.

2.   Need for change in the way development 
resources are deployed is recognized, 
but not acted upon:

➢    •   Growing internal9 and external evalu-
ation of efficiency of public aid efforts 
points to the need for change, but there 
is limited indication of any rapid di-
rectional shifts or willingness of share-
holders to embark on structural solu-
tions. The recent showdown at the UN 
over basic management reforms is a 
case in point, where politics and differ-
ent institutional interests lock down an 
initiative to enhance the organization’s 
efficiency, and ultimately impact aid 
relevancy.

    •     There is an extensive and rapidly grow-
ing inventory of good practice ap-

7    Prime Minister Tony Blair, Foreign Policy Speech at Georgetown University, Washington D.C., May 26, 2006. 
8     World Economic Forum: “Building on the Monterrey Consensus: The Untapped Potential of Development Finance Institu-

tions to Catalyze Private Investment.” April 2006.
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proaches and solutions being pioneered 
by private sector players, but the tra-
ditional public players seem unable to 
adequately acknowledge and catalyze 
these developments. 10

3.   Growing emphasis on accountability, 
but much of the focus is on preventing 
corruption by recipient governments, 
rather than insuring accountability of 
donors, NGOs and governments alike 
to the ultimate recipients of aid:

    •   Commitment to local empowerment 
is regularly discussed, but recipients of 
developmental interventions are often 
least able to provide effective feedback – 
and their voice is often overpowered by 
institutional interests during the design 
and implementation of developmental 
interventions.

    •   Many large donor institutions advocate 
strongly for accountability for their 
grantees, but their own accountability 
systems are often weak; few have thus 
far engaged in peer reviews and bench-
marking. 

4.   Private sector actors – both companies 
and NGOs – are insufficiently engaged, 
despite the potential they demonstrate to 
drive innovation and improve delivery of 
development resources:

    •   Global aid effort11 ($106 billion of 
ODA in 2005) is still concentrated in 
the public sector. 

    •   Private sector investments and market-
led development are central to rapid 
economic growth, but multilateral 
development banks only allocate about 
a quarter of their new financial commit-
ments to the private sector.12

    •   Innovative approaches by numerous 
private sector actors, many of them 
still small, offer major avenues to effect 
rapid change, but they lack the ma-
jor convening power to move to scale. 
Public players also lack the willingness 
or ability to provide active and effective 
support. 

 
secTion 2: DeFining The 
oPPorTuniTy To imProve Deliv-
ery: AnAlyZing The DeveloPmenT 
suPPly chAin
 “Many of today’s companies struggle with the 
task of delivering products to customers when and 
where they want them. Using tactics from Supply 
Chain Management, any company can… learn 
how to strip waste from each step in their value-
delivery process.”  -Harvard Business Review

2.1  The suPPly chAin APProAch 
AnD key FinDings

Supply chain analysis is a powerful tool, in-
vested in because it uncovers costly inefficien-
cies and delays in product and service delivery 
system, and has been credited with unlocking 
billions of dollars of capital in the private 
sector. Similarly, there are trapped resources 

9       World Bank, Independent Evaluation Group: “From Schooling Access to Learning Outcomes: An Unfinished Agenda – An 
Evaluation of World Bank Support to Primary Education.” July 2006.

10   OECD Development Assistance Committee.
11   World Economic Forum and estimates by Nissim Ezekiel (based on MDB Annual Reports and web site information).
12   Dalberg-Aspen Institute Conference: “Bringing the Best of the Private Sector to Development.”  Aspen, Colorado, July 2006.
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in development supply chains that could 
significantly increase the resources available 
for achieving development goals. Within the 
broad scope of the development problem, the 
Task Force applied the supply chain analysis 
approach against the operational delivery 
capability of institutions and mechanisms.  
As shown in the diagram below, operational 
delivery capacity is only one part of the over-
all system of development institutions and 
programs, but it plays a fundamental role in 
the ability of the international community to 
achieve development goals.
 
In its essence, the supply chain is the map of 
the flow of resources from the initial sources 
of capital to the final delivery of products or 
services. The ways in which various actors in 
the supply chain are linked, and the processes 
within each step, determine the efficiency and 

effectiveness of the supply chain. A develop-
ment supply chain is composed of the steps 
used to convert resource investments into 
development programs (in this Report, health 
services and enterprise financing) and on-the- 
ground implementation. 

Applying the supply chain analysis approach 
to the development sector yields a number of 
attractive propositions. This approach focuses 
on the practical realities of implementation 
and breaks down a relatively complex world 
into a number of steps, issues and opportuni-
ties for improvements. Finally, supply chain 
analysis enables one to understand account-
ability of various actors and how they impact 
of the system.

It is important to note that the development 
supply chain analysis is not region or country 
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specific. Therefore, one will need to marry 
the insights of the supply chain analysis with 
the facts on-the-ground in each country 
before applying the lessons from these exer-
cises. The Task Force recognizes that many 
corrective actions hinge on country level 
actions, but it is focusing here on program 
level measures given the significant invest-
ment and near term potential for impact. 
They are, however, not the substitute for 
what needs to be done at the county level, 
and if anything they should be oriented 
towards setting examples that get eventually 
mainstreamed into each country’s develop-
ment efforts.

The chart below shows a generic view of the 
development supply chain, following the 
flow of resources from the funding institu-
tion to the ultimate recipient. Even this 
highly simplified chart demonstrates the 
many diverse activities and players involved 
in any development program.
 

The Task Force has used a supply chain 
analysis to address the following questions 
for supply chains in health and SME pro-
gram delivery. Additionally, significant work 
is underway in the analysis of infrastructure 
delivery (to be released in a forthcoming 
report):
•   How costly is each step in the supply 

chain for development programs and how 
long does it take to execute each step? 
What are the drivers of supply chain inef-
ficiencies?

•   How is accountability linked to the supply 
chain? Is it embedded? Could it be?

•   Where are opportunities to improve the 
development supply chain by addressing 
the efficiency, scalability and accountabil-
ity of programs?

•   What steps should the international com-
munity take to improve performance?  
What roles in particular can private 
organizations – companies, foundations 
and NGOs – play in driving performance 
improvements?
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The challenge today is that every 
step of the chain delivering aid is 
more costly, slower and less ac-
countable than it needs to be, and 
the cumulative effect is a system 
that has far less impact than it 
could, considering the number of 
dollars it deploys. 

What could be the impact of im-
proving the delivery supply chain? 
Our preliminary analysis based on 
in-depth examination of the health 
supply chain indicates that the in-
ternational community could be de-
ploying 15-25% more of its money 
each year by improving operational 
efficiency alone. If it were assumed 
that such measures could be ap-
plied to the total of aid resources 
available today, it could contribute 
potentially tens of billions in ad-
ditional aid to fight disease, pro-
vide access to financing or provide 
clean water. With some calling for 
an increase in global assistance to 
$200 billion a year, many billions 
more could be left on the table if 
the development sector does not 
make a real and rigorous effort to 
strengthen the aid delivery system.

2.2  APPlying An AccounT-
ABiliTy lens To suPPly 
chAin AnAlysis

In addition to inefficiencies in the 
supply chain, accountability gaps 
dramatically reduce aid effective-
ness. A recent evaluation of the 

response of the international com-
munity to the South East Asian 
Tsunami shows how development 
shortfalls result when intended 
beneficiaries lack an effective voice 
in the design and implementation 
of programs. The cases analyzed by 
the Task Force, in conjunction with 
AccountAbility and Keystone, show 
a positive link between beneficiary 
“voice” and program effectiveness.
 
The problem is not new. The ef-
fect of voice in the effectiveness of 
public decisions has been widely 
studied for at least 30 years, but 
little progress has been made in 
institutionalizing it. With the 
increasing role of the private sector 
in development and the correlating 
rise in public-private partnerships, 
the lack of appropriate account-
ability mechanisms increases the 
vulnerability of public-private 
linkages. As large amounts of 
funds flow across the public-pri-
vate bridge, not only are compli-
ance concerns heightened, but so 
is the need to ensure donor and 
beneficiary engagement in driving 
the development outcome.

key AccounTABiliTy issues in The 
PuBlic secTor 
The cases where beneficiary voice is 
weak correlate positively with a low 
quality of governance for develop-
ment programs. Particularly in glob-
al partnerships to improve health, 
weak voice reinforces the lack of 

“Accountability Com-
pacts are our best hope 
for enhancing develop-

ment in an increas-
ingly complex world. 
The work of the task 

force shows that multi-
stakeholder partner-

ships are most effective 
when they create agreed 

terms for mutual ac-
countabilities between 

all the players, from one 
end of the supply chain 
–donors and private 

investors – all the way 
through to the intended 

beneficiaries on-the-
ground. Accountability 
deficits almost certainly 

spell failure.”

simon ZADek
Chief Executive

AccountAbility
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“institutional responsibility” for providing 
health services to the population. There is 
virtually no threat of sanction for poor insti-
tutional performance to citizens. Low levels 
of transparency and access to information 
reinforce the weakness of beneficiaries’ voice. 

Similarly, the cases studied in development 
finance show that strategy decisions within sup-
ply chains are made with insufficient knowledge 
of  operational and development performance 
information. Indeed, there is poor knowledge of 
their development effectiveness, which is largely 
measured in terms of financial returns. This 
partly stems from a lack of agreement on what 
“development” indicators should be measured. 

The shortfall of these programs is obvious. But 
most importantly, in the cases reviewed, the 
debate on impact indicators is not informed by 
efforts to engage the intended beneficiaries and 
their knowledge.13  All cases show that where 
there are constrained ability and resources to 
conduct impact evaluations, supply chains have 
a reduced capacity for accountability and the 
means to leverage beneficiaries’ voice. 

Lastly, most of the indicators are located in the 
last steps of the supply chain. The Task Force has 
noted that improvement in the overall impact of 
developmental interventions requires an urgent 
effort to ensure accountability and transparency 
amongst donors and delivery agents as much as 
it requires continued efforts by recipient govern-
ments and institutions to improve their capacity 
to implement change and ensure rapid economic 
growth. Instruments such as the World Bank’s 
“Doing Business” and “Governance Indicators,” 

NEPAD’s peer reviews or Transparency Interna-
tional’s country ranking on corruption focus on 
recipient country performance. DFID’s Multi-
lateral Effective Framework (MEFF) is one of 
the only broadly accepted tools that measure the 
upstream performance of development aid insti-
tutions, but does not have the visibility accorded 
to the other indicators of recipient accountability 
illustrated above. 

key AccounTABiliTy issues in The PrivATe secTor

Standards and incentives play a crucial role in 
generating this accountability gap. The study 
finds that commercial supply chains attempt-
ing to deliver development goals are usually 
unresponsive to intended beneficiaries that have 
an inadequate economic voice, and commercial 
organizations do in most situations not have the 
incentive schemes in place to proxy this lack of 
voice into the design and assessment of their pro-
grams. The financing cases analyzed show that 
incentive and reward schemes within the man-
agement of Development Finance Institutions 
(DFI) play an important role in terms of global 
donor/investor behavior. As a result, an emphasis 
on financial returns will diminish the attention 
placed by managers on the development out-
comes of the projects in their portfolios. 

The shortfalls in the positive development 
impact of global supply chains results from 
misalignments in incentives and underly-
ing accountability of both private and public 
institutions, and the individuals working 
in them. Enhanced development outcomes 
from global supply chains require both en-
hanced direct and embedded accountability 
to intended beneficiaries.

13  There are important differences across issue-areas, partly reflected by the nature of the interventions; within water and sanitation 
projects the link and efforts to engage beneficiaries at different cycles of the projects is more explicit.
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gooD PrivATe AccounTABilTy  
mechAnisms

gooD PuBlic AccounTABilTy  
mechAnisms

•   Accept outcome measures as a part of 
qualification for the service fee 

•   Endorse principles around “publish what 
you pay” 

•   Adopt collaboration incentives to  
participate in accountability compacts

•   Engage dynamic accountability mecha-
nisms that drive effectiveness

•   Drive mandatory involvement of intended 
beneficiaries in the program design process 

•   Use transparent and clear basis for per-
formance assessment through standards 

•   Involve intended beneficiaries in out-
come assessment 

•   Endorse principles around “publish what 
you pay” 

2.3  imProving Delivery in gloBAl heAlTh: The urgenT neeD For AcTion

The neeD

The global commitment to address developing world diseases has increased rapidly in recent 
years, perhaps most notably through the recent union of the fortunes of Bill Gates and War-
ren Buffet. HIV/AIDS, TB, and Malaria programs alone are expected to attract international 
resources of $11 billion by 2007, with The Global Fund expected to remain the single largest 
donor, targeting $3 billion in commitments that year.    

Despite massive increases in funds available, the total aid need for HIV/AIDS, TB and Malaria 
is $19.5 billion; the projected $11 billion still only accounts for 56% of the need. In addition, 
there is growing evidence that the health products and services for global pandemic diseases are 
not reaching those who need them in a timely and cost-effective manner.  This is driven by a 
variety of factors, including complicated and high cost procurement practices, slow disbursement 
rates and bureaucratic fund management practices, which have resulted in lead times of 12-36 
months between the approval of funds for health programs and successful delivery and distribu-
tion of products to end-users.  To understand the human cost, consider that for every 6-month 
delay in the speed of malaria product delivery to Global Fund supported programs an estimated 
8 million people do not receive lifesaving ACT treatments and 4 million do not receive LLINs.14 

What is the scale of the opportunity to improve delivery in global health? Initial analysis indi-
cates that improving delivery could release 15-25% of annual committed capital aimed at fighting 

immeDiATe iDeAs To consiDer Are: 

14  Global Fund to Fight AIDS, Tuberculosis and Malaria. 2005. The Resource Needs of the Global Fund 2005-2007. Sep. 23, 2005.
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AIDS, TB and Malaria. In 2007, that would 
mean an additional $2 billion in capital could 
be redirected from unnecessarily high deliv-
ery costs to desperately needed products and 
services on the ground, an effective increase 
of approximately 70% over the $3 billion 
that would be deployed given current system 
practices.

The chAllenge

High costs and delays in health product and 
program delivery are driven by challenges at 
each stage of the supply chain, and occur in pro-
cesses owned by donors, national governments 
and NGOs alike. The challenges in each phase 
of the supply chain point to key opportunities 

for improving the financial (efficiency) and so-
cial (effectiveness) impact of programs funded.  
 
Through our supply chain analysis of a vari-
ety of funding organizations, both large and 
small enterprises, we were able to diagnose 
the greatest common barriers to successfully 
delivering on the promise of healthier and 
longer lives for the world’s poorest popula-
tions, as well as to identify the potential 
impact of addressing these challenges.  

The oPPorTuniTy

Our analysis shows that if we continue with 
the status quo, as little as $3 billion of the 
$11 billion in aid committed in 2007 may be 
spent on health products and services. This 
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low rate of aid “delivered” is the result of slow 
rates of disbursements, high transaction costs 
associated with managing and transferring 
funds, high product costs and procurement fees, 
and slow implementation due to bureaucratic 
barriers and lack of project planning. We have 
extrapolated likely financial impacts of improv-
ing the health delivery supply chain in each 
phase, a summary of which is found below: 

likely FinAnciAl imPAcTs oF imProving 
heAlTh Delivery

Manage Funds and Select Programs: Cur-
rent disbursement rates range from 40-50% 
of committed capital per year. We believe a 
modest increase in disbursement rates of 10% 
would be feasible and would inject significant 
additional capital into programs. 

Distribute Funds: Fees associated with 
handing off funds between numerous agen-
cies, banks and currencies can be very costly. 
We estimate that current costs for fund 
distribution and management range from 
7-20%. By improving the sophistication of 
financial management and the systems donors 
and recipients use to manage funds, we would 
aim to reduce the average fees associated with 
fund management to 7%.  

Implement Programs: Procurement fees can 
range from 1-15%, and price premiums for 
products and services vary from 3-20%. In the 
best case scenario, due to increased transpar-
ency and competition both procurement fees 
and price premiums could be reduced to an 
average of 5%.

Monitor and Evaluate Programs: We 
believe that an increase in monitoring and 
evaluation cost is required to increase social 
impact. Therefore, we assume that estimated 
expenditures on monitoring and evaluation, 
particularly by using new technologies to im-
prove the ease, accuracy and relevance of data 
collected, will increase by 3% - 5% of total 
delivery costs.

By employing the above “best case” recom-
mendations, we expect that an additional $2 
billion in resources would be available in 2007 
for health products and services to address 
the AIDS, TB, and Malaria epidemics (out of 
a total of $11 billion in committed in capi-
tal). This would mean a nearly 70% increase 
in the true amount of resources available for 
heath products and services that year (from 
$3 billion to $5 billion), leading to a signifi-
cant increase in the number of lives saved and 
improved as a result of health interventions. 

PoTenTiAl soluTions

While numerous practical and specific steps 
can be taken by donors, governments, and 
NGOs to address the challenges described 
above and improve the availability of resourc-
es for health care, there are several types of 
far-reaching initiatives that can contribute to 
a far more efficient and rapid health delivery 
supply chain. 

These and other recommendations identified 
through analysis of delivery supply chains can 
enable a massive global expansion in the pre-
vention and treatment of disease by freeing 
up more money for programs, driving more 
effective programs and clearing obstacles for 
faster scale-up.
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Driver oF suPPly chAin  
PerFormAnce

sPeciFic oPPorTuniTies To  
imProve suPPly chAin

chAllenges ADDresseD

Information
By improving information systems 
decision-making can be made based 
on empirical analysis from a collec-
tive data pool that takes into account 
recipient needs, rather than political 
agendas, scattered data points or donor 
priorities.  

•   Create an information sharing system that 
spans the supply chain, from funders to 
recipients to patients, that supports transpar-
ent market mechanisms as well as gives a voice 
and choice to patients in the developing world 

•   Rate and report the efficiency and effective-
ness of organizations delivering health pro-
gram in order to create the transparency and 
information required to drive organizational 
improvements 

•  Accountability

•   Accountability and Cost-  
effectiveness

Standards
Consistent practices and polices across 
the sector will reduce the resources 
spent on administration and manage-
ment as well as facilitate coordination. 

•   Create a set of International Health Aid 
Delivery Standards that provide performance 
standards across the supply chain 

•   Create a purchasing pool that is based on 
negotiated pricing standards and leverages 
economies of scale

•  Cost-effectiveness

•  Cost-effectiveness

Incentive Structures
An incentive structure that rewards 
efficiency and effectiveness throughout 
the supply chain can focus stakehold-
ers on opportunities such as decreasing 
the number of hand-offs, lowering 
price premiums and increasing the 
speed of procurement and distribution.

•   Create a virtual drug purchasing market-
place where recipients of donor funds can 
buy a wide range of products at low prices, 
and transparent information on prices and 
purchases can be made available to all stake-
holders

•    Introduce/increase competition at key steps 
of the supply chain. Use transparent and com-
petitive markets to ensure the products and 
services are provided at the best prices

•   Innovation, Cost-effectiveness, 
Speed and Accountability

•   Cost-effectiveness and Speed

Private Sector Models
Increasing the sophistication of 
administration and financial manage-
ment, expanding local infrastructure 
and promoting “self-enlightened” 
cooperation amongst stakeholders 
can likely be expedited by transfer-
ring models from the private sector to 
development. 

•   Use financial products, such as credit 
facilities and electronic payment, to speed 
financial transactions and reduce opportunities 
for unnecessary fees or corruption 

•   Create a consortium of private sector leaders 
that champions rapid adoption of the highest 
impact, innovative solutions to the delivery 
challenge and that leverages existing infra-
structure to reduce distribution costs

•   Create the International Micro-Health Pro-
gram that aims to attract additional resources 
to scale-up a micro-health sector that builds 
local capacity and drives increased access to 
health care

• Innovation and Cost-effectiveness 

• Innovation and Scaling-up private 
sector efforts 

• Scaling-up private sector efforts
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2.4  imProving Delivery in  
enTerPrise FinAncing: 
Driving groWTh home

neeD AnD resPonse

In looking at enterprise financing, the Task 
Force focused on the needs of microenterprises 
and SMEs. As highlighted in the recent 2005 
World Development Report, many elements 
of the investment climate determine the suc-
cess of micro, small, and medium enterprises. 
For SMEs, access to and cost of finance are 
rated as a severe or major obstacle by 40% of 
developing country firms, and is identified as a 
leading constraint along with policy uncertain-
ty, macro instability, tax rate and corruption.15

90% of firms in industrialized economies are 
SMEs; however in the low-income countries, 
while the informal sector generates 30% of 
total employment, the SME sector generates 
only 18%. The SME sector generates only 
16% of total GDP in low-income countries 
compared to 39% in the middle-income 
group and 52% in the high-income group 
countries.16

Significant resources and analysis have been 
devoted to tackling the SME issue. In 2004 
the IFC spent roughly $900 million on a 
range of activities supporting SMEs. Other 
elements of the World Bank Group put $677 
million into SME related programs in 2004 

15  World Development Report 2005: A Better Investment Climate for Everyone.
16 “Meghana Ayyagari, Thorsten Beck and Asli Demirgüç-Kunt; Small and Medium Enterprises across the Globe: A New Database.”
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financial markets to become more sophisticated. 
In the absence of well developed markets, a 
range of innovative private approaches have 
been used.  These include for example, lever-
aging corporate supplier networks to establish 
the credit worthiness of SMEs, as ICICI Bank 
does in India, and which IFC has adopted as a 
model for some of its SME financing efforts. 
Nonetheless, public funds still play an impor-
tant role, with well over $5 billion in public 
funds deployed through equity funds, guaran-
tees, and technical assistance to support SME 
development. Much of the support is designed 
to build local institutional capacity as well as 
provide direct financing.

(with some going to microenterprises). The 
U.S. government has transferred $1.5 billion 
to enterprise funds. IADB invested $165 million 
in 2004. In 2003, EBRD provided approximately 
$150 million to SMEs and microenterprises.17 
Japan’s ODA budget to support SMEs in 2004 
was $1.8 billion.18 Several high profile efforts 
such as the recent 2005 World Development Re-
port: “A Better Investment Climate for Everyone” 
have focused on addressing SME financing.19 

The Delivery chAllenge

To a great extent, SME financing is a question 
of scaling-up the capacity of locally based finan-
cial institutions to deliver and of the domestic 

17 Foreign Aid and Private Sector Development, Watson Institute for International Studies, Brown University.
18 Understanding the Japanese Budget 2004, Japan Ministry of Finance.
19  The Bologna Charter On SME Policies (2000); Incubating A Venture Capital Culture In Emerging Economies: Small Is Beauti-

ful” (Monterey 2002); The Istanbul Ministerial Declaration on Fostering the Growth of Innovative and Internationally Competitive 
SMEs (2004); World Development Report: “A Better Investment Climate for Everyone”(2005).
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icici BAnk: Delivering rurAl FinAnciAl services

ICICI Bank’s No White Spaces is a comprehensive and visionary strategy designed to bring 
rapid access to financial services to the rural poor. It includes a range of characteristics that 
reflect the type of approach the Task Force proposes for broader use – and for modification as 
appropriate in different sectors, situations and countries. In summary, ICICI’s approach in-
cludes:
1.  Visionary Impact: Bring access to organized financial services to the rural poor on a massive scale 

as part of process of wealth creation – An ICICI Bank Touch Point 10 km from any customer
2.  New Business Model: Branch and non-branch, technology-based, cost-effective and scal-

able, local and customer knowledge, multiple products
3.  New Partnerships: Rural institutions, local MFIs, cutting-edge financial partners (Grameen 

Finance, Citibank)
4.  Cutting Edge Technology: Common platform across MFI partners, biometric ID card for 

multiple purposes, ATMs
5.  Multiple Products: Finance (thrift/savings), Insurance (health, weather, crop), Microcredit, 

Investments
6.  Research/Capacity Building: Institute for Financial Management and Research (IFMR), 

independent academics, consulting
7.  Recipient Feedback: Accountability to end beneficiary
8.  Independent Impact Evaluation: Carried out through IFMR, globally sourced academics
9.  Feedback Loop: To modify business model to ensure better results

The chart below summarizes the approach outlined above
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A conservative estimate of the finance gap 
in Africa suggests that at least $35 billion is 
needed simply to serve the needs of current 
SMEs. If SMEs constituted appropriate 
levels of their country’s GDP, the finance 
gap becomes significantly larger. While lo-
cal capacity and investment environment is 
the backbone of SME growth, international 
investment serves to further address the 
financing gap. The key issues associated with 
increasing access to SME finance are related 
to (i) slow disbursement of capital; (ii) high 
fund management and transaction costs; and 
(iii) limited/untapped local management and 
technical capacity.20  

The oPPorTuniTy: The PoTenTiAl imPAcT oF AD-
Dressing A Poorly FuncTioning suPPly chAin

While a development supply chain lens is 
not intended to address all elements of busi-
ness climate, the approach of raising issues 
of cost, speed, and accountability highlights 
key opportunities to increase disbursement, 
reduce management costs, and develop 
capacity. The chart on the following page 
summarizes the nature and potential impact 
of the opportunity by supply chain phase.
 
Our approach enabled us to both diagnose 
barriers to successfully delivering on the 
promise of poverty alleviation through de-
velopment focused enterprise financing, and 
to identify practical and sustainable solu-
tions to overcome these barriers.
  

Our analysis identified reducing fund man-
agement costs as a critical challenge, and 
thus we focused on opportunities to reduce 
the costs of serving SMEs which require 
investments between $10,000 and $1 mil-
lion. Efforts such as the Shell Foundation 
supported GroFin in Africa seek to use 
an integrated model to deploy risk capital 
under $1 million per company. By develop-
ing a core support team leveraged by strong 
local investment teams, GroFin seeks to 
reduce the management costs for under 
$1 million investments, at the same time 
providing a skills base to local talent. Like-
wise, Small Enterprise Assistance Funds 
(SEAF) seeks to build the skills of local 
management talent by supporting educa-
tional programs. TechnoServe engages its 
resources to provide hands on support and 
mentorship to entrepreneurs in developing 
countries. Endeavor focuses on identifying 
and cultivating high impact entrepreneurs. 
E+Co, a non-profit with nine offices serv-
ing over thirty developing countries, has 
pioneered investing in over 120 clean energy 
enterprises by providing services and capital. 
Scaling efforts like these is the beginning 
of an approach to address key issues high-
lighted in the sector. 

PoTenTiAl soluTions

These recommendations are limited to those 
identified through the functional lens of 
the SME funding supply chain. A salient 
feature of this approach is the highlighting 

20 “Unleashing Entrepreneurship,” UN Commission on the Private Sector & Development, 2004.
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of functions in the supply chain that benefit 
from bundling. A significant key to bridg-
ing the financing gap then lies in reducing 
capital costs by leveraging local resources, 
creating portfolios of products for investors 
of varying risk profiles, and incorporating 
development impact into the calculus behind 
providing access to finance (i.e., similar to 
how the U.S. government subsidizes SME 

development through programs such as the 
Small Business Innovation Research program 
and SBA business loan programs). Intelligent 
subsidies that provide technical assistance 
at the early stage of the SME start-up and 
growth significantly reduce the risk of invest-
ment failure. The recommendations below 
aim to increase disbursement rates, reduce 
management costs and leverage local man-
agement talent to increase access to finance.
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Driver oF suPPly chAin  
PerFormAnce

sPeciFic oPPorTuniTies To  
imProve suPPly chAin

chAllenges ADDresseD

Information
By improving information systems, 
decision-making can be made based 
on empirical analysis from a collective 
data pool, rather than political agen-
das, scattered data points, or donor 
priorities.

•   Rate and report the efficiency and effec-
tiveness of organizations delivering SME 
financing similar to the peer review ratings 
CGAP uses in microfinancing

•    Create an information system enabling SMEs 
to access a wider portfolio of financing options 
with investors of different risk profiles

•    Develop a common SME due diligence data-
base for players interested in investing in SMEs 

•  Accountability

•   Innovation, Cost-effectiveness and 
Speed

•  Increase Speed

Standards
Consistent practices and polices across 
the sector will reduce the resources 
spent on administration and manage-
ment as well as facilitate coordination. 

•  Identify/highlight impact evaluation 
standards for SMEs in an effort to ensure 
development impact is a significant part of the 
expected return formulation

•  Create mechanisms for certification of busi-
nesses, reducing due diligence costs for inves-
tors.  The government of India pays today up 
to 75% of SME due diligence costs and have 
made arrangements with leading consulting 
firms to provide these services at a discounted 
price

•  Accountability

•   Innovation, Cost-effectiveness and 
Speed

Incentive Structures
An incentive structure that rewards 
efficiency and effectiveness throughout 
the supply chain can focus stakehold-
ers on opportunities such as decreasing 
the number of hand-offs, lowering 
price premiums, and increasing the 
speed of procurement and distribution.

•   Create collaboration forums across develop-
ment finance institutions to review findings 
from peer reviews and share practices for re-
ducing funding costs and increasing efficiency

•  Accountability

Private Sector Models
Increasing the sophistication of 
administration and financial manage-
ment, expanding local infrastructure, 
and promoting “self-enlightened” 
cooperation amongst stakeholders 
can likely be expedited by transfer-
ring models from the private sector to 
development. 

Enhance the skills of local management talent
•   Involve local Venture Capital and Private 

Equity firms in deals to build local capacity 
and skills

•   Create more certified training programs 
for SME owners and managers through 
partnerships with existing educational outlets 
to broaden the base of management capacity 
available to SMEs

•   Create more leadership forums to mentor 
local entrepreneurs (similar to Endeavor’s 
program) focused on solving development sec-
tor capacity issues

•   Use more sophisticated financing models to 
support SME initiatives such as debt-lever-
aged funds 

•  Innovation and Cost-effectiveness 

•   Innovation and Scaling-up private 
sector efforts 

•   Scaling-up private sector engagement
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shell FounDATion: PArTnering For DeveloPmenT

The Shell Foundation inspires, develops, and takes to scale sustainable solutions to social prob-
lems arising from the links between energy, poverty, and the environment, as well as the impact 
of globalization on vulnerable communities. The Foundation applies a “business or enterprise-
based” approach to deliver self-financing solutions with measurable social benefits that can be 
replicated to achieve large-scale impact. It believes that only by working in partnership with 
others can sustainable solutions be found to many of the long-term social and environmental 
issues in which the energy industry has a particular role and responsibility.

This approach has been reflected in a number of its recent and ongoing initiatives:
1.   Developing newer partnerships to support the implementation of the Africa Investment 

Climate Initiative, which was supported by initial funding of $100 million contributed by 
Shell Foundation and Shell, Anglo-American, Unilever, SAB Miller, the Governments of 
the U.K., Netherlands and Ireland, as well as the IFC and the European Commission. The 
facility is a private sector-led, public-private partnership based in South Africa. It involves 
commitments from African governments, and the private sector contribution is not just 
financial but is meant to include insight, knowledge, and capability.

2.   Aspire is the Foundation’s program designed to help under-served SMEs in Africa fulfill 
their potential – and to in turn bring in much-needed jobs and economic growth. Launched 
in 2005, it provides $24 million to SMEs in Kenya, Uganda and Tanzania and plans to 
become Pan-African over the next few years. Aspire guides entrepreneurs through the 
provision of business development assistance, as well as provides them with financing. Its 
partnership structure includes Groffin, a specialist African business developer and financier 
that locally manages the program. It includes financing by European bilateral development 
banks (CDC, FMO, BIO) and local banks such as the Commercial Bank of Africa in Kenya.

3.   Breathing Space tackles Indoor Air Pollution – caused by the use of fires and fuel burning 
stoves for cooking and heating in many developing world homes – by deploying approaches 
that are market-oriented and commercially viable. One of the Foundation’s main partners in 
this effort is The Appropriate Rural Technology Institute (ARTI), an Indian NGO. The ap-
proach involves using business tools and techniques and developing effective supply chains 
to ensure that local programs are self-sustaining prior to scale-up.

4.   Shell Foundation’s Trading UP program specializes in applying supply chain development 
best practices to help small scale agricultural producers in Africa and Asia secure long term 
supply contracts with retailers in the U.K. and Europe. Products currently being sourced 
on a commercial basis include organic and fair trade cotton from India, flowers from South 
Africa, and dried fruit and honey from Uganda.  
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secTion 3:  A cAll To  
AcTion

Public institutions, NGOs, foundations and 
private companies must act decisively to improve 
program delivery and address poverty

3.1   shorT Term  
recommenDATions 

What is ultimately required to change the 
system and significantly increase the impact 
of every dollar invested in international 
development? The Task Force has identified 
5 recommended actions: 

�.   Create transparent reporting and stan-
dards for program delivery and supply 
chain performance: Create meaningful 
measures of operational performance for 
all major development sectors. Create 
indices of performance that are reported 
on consistently and frequently. Define 
optimal performance for development 
supply chains in terms of cost and speed.

�.    Stop rewarding failure: Direct resources 
to governments willing to set up appro-
priate policies and institutions for sus-
tained development and to programs that 
show strong operational efficiency, build 
scalable programs, and make long term 
investments in building human and in-
stitutional capacity.  This must be paired 
with reducing or discontinuing resources 
devoted to programs that show few 
results relative to their goals. Political 
considerations from the resource alloca-
tion process must be removed to enable 
this true focus on results.

�.     Use accountability to create a system 
that is responsive and dynamic: Ac-
countability to the needs of recipients 
must extend equally across donor coun-
tries, international development agen-
cies, NGOs and national governments. 
Mutual accountability mechanisms that 
build coherence and alignment between 
increasingly diverse partners in develop-
ment urgently need to be better under-
stood and advanced, for example through 
“Accountability Compacts.” 

4.   Leverage the expertise and dynamism of 
NGOs and companies to address urgent 
delivery challenges: Private organiza-
tions – both companies and NGOs alike 
– have made great strides in improving 
program delivery through analyzing and 
restructuring their own supply chains. 
There is a need to immediately provide 
them the necessary funding and space to 
innovate, enabling the development of 
new and better programs and services.  

�.   Set a bold goal to reduce inefficiencies 
and improve share of capital directed to 
products and services: Within five years, 
the development community should aim 
to unleash at least $10 billion in capital 
per year from the public development 
aid system by eliminating inefficiencies, 
creating scalable models and improving 
the accountability of the system.
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3.2  long Term  
recommenDATions 

In the medium to long term, the Task Force 
recommends a more fundamental change in 
how “business” is conducted in the development 
industry. The Task Force sees the core of these 
recommendations changes in the supply chain 
incentives and accountability mechanisms that 
are key drivers of delivery performance in the 
development sector. 

This new approach requires altering the collabo-
ration between public and private players that 
enables them to leverage each other’s strengths, 
mitigate weaknesses and deliver results. This 
requires a recognition of inter-dependence and 
how this can be operationalized through appro-
priate accountability approaches. Secondly, it re-
quires a move away from accountability defined 
as organizational compliance (do not steal, live 
up to contracts, etc.) to a number of integrated 
activities that takes place over the lifecycle of a 
program and providing incentives for continuous 
improvement.

This new way of doing business in the develop-
ment sector could be described as an “Account-
ability Compact,” which would be the defini-
tion of new structure for creating development 
programs. AccountAbility and Keystone have 
prescribed a number of steps and interventions 
that we believe are crucial in ensuring that devel-
opment programs are responsive, results-oriented 
and efficiently implemented in the long term (see 
text box). This requires defining development 
outcomes though collaboration by public and pri-
vate actors involved in a supply chain, engaging a 
diverse set of potential service providers, increas-
ing transparency and independent oversight.

 AccounTABiliTy comPAcTs For 
enhAnceD DeveloPmenT  

ouTcomes
Accountability deficits and misaligned incentives 
are a major cause of supply chain inefficiencies 
and ineffectiveness in delivering development 
products and services. To fix this, new institutional 
configurations that enable public and private ac-
tors to effectively collaborate – and thus mobilize 
their respective competencies – are needed. In 
addition, these players could create synergies from 
their inter-dependence by establishing agreed 
terms of mutual accountability or “Accountability 
Compacts.”

The Task Force’s analysis of the potential of Ac-
countability Compacts, led by AccountAbility 
and Keystone, highlighted that they had to evolve 
over the life-cycle of a set of activities, rather 
than be established “as part of the activity.” In the 
cases examined that seemed most productive, the 
players came together while defining the problem 
and agreeing preferred outcomes, and only then 
moved to defining activities, success parameters 
and targets, resource requirements, etc. Account-
ability Compacts help organizations such as the 
Global Fund, the MFA Forum and many other 
multi-stakeholder initiatives to establish a clear 
basis for action based on principles of mutual ac-
countability. The Task Force concluded that there 
was far less likelihood of success where such 
Compacts were not established. 

The Task Force concluded that Accountability 
Compacts were most effective when they also 
moved beyond static accountability (a compli-
ance approach) and embraced a dynamic 
accountability that built knowledge between the 
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partners, trust, institutional flexibility, learning and 
innovation. This higher form of accountability, the 
findings concluded, was characterised as being: 

•  Reciprocal - collaboratively developed and 
agreed

•  Accessible - understood and monitored by all 
parties

•  Interpersonal - framing on-going interaction 
and trust-building

•  Systemic - multi-directional and for all players
•  Embedded - in institutional and individual 

incentives

The Task Force recommends that the lessons 
learned from operating Accountability Compacts 
be used in supporting collaborative frameworks 
between public and private players in the efficient 
and effective delivery of public goods and services. 

3.3   A ProgrAm oF AcTions AnD 
iniTiATives To illusTrATe  
PossiBiliTies

The Clinton Global Initiative offers a unique 
opportunity to create visibility, develop partner-
ships and obtain a critical mass of resources (both 
human and financial) to facilitate change in the 
development sector. The Task Force has thus an-
nounced an initial set of action-oriented initiatives  
– between the private sector, NGOs and public 
agents – that it is considering or developing to 
respond to the delivery challenge.

neW Tools AnD APProAches

•   Independent Review and Survey of Develop-
ment Institutions: Introduce a standardized 
rating of donors and multilateral institutions in 
terms of their perceived relevance, effectiveness 
and efficiency.

•   Initiative for Development Efficiency,          
Accountability and Scalability (IDEAS):  

This initiative, which Dalberg is exploring 
through its Global Development Incubator, will 
research and disseminate findings on opportuni-
ties to increase cost-effectiveness and speed of 
development aid through rigorous supply chain 
analysis in critical sectors such as health care 
and infrastructure provision. 

•   Applying Private Sector Management Tools: 
Shell Foundation has adapted and will make 
available “opportunity framing,” value assur-
ance and risk management techniques devel-
oped by various Shell Group businesses for 
wider use by the development community.

neW incenTives

•   Portfolio of Development Prizes: Create inter-
national awards to address discreet development 
needs such as clean water, distributed energy 
and infrastructure. Build on the successful model 
created by the X-Prize Foundation to foster a 
culture of innovation and problem-solving in the 
development arena.  

neW ProDucTs

•   ICICI Bank – “Banking the Unbanked” Rural 
Banking Initiatives: Replicate ICICI Bank’s 
India-based rural banking model in selected 
countries in Africa.  

neW PArTnershiPs

•   Accountability and Innovation: Account-
Ability, Shell Foundation and one or two major 
development agencies will explore the feasibil-
ity of applying supply chain approaches and 
Accountability Compact principles developed 
by the Task Force to select programs. 

•   Private Sector Development Coalition: This 
initiative, which is being explored by Dalberg 
and the Aspen Institute, will facilitate sharing of 
experience, replication and scaling-up of suc-
cessful private sector and NGO models.



3.4   recommenDATions To key PlAyers in DeveloPmenT
The Task Force challenges key players to demonstrate their leadership and take action to improve the 
performance of the development supply chains in which they are involved. Below are suggestions on how 
to take immediate action:

 

  

Companies •   Seize the opportunity to provide products and services that are 
sustainable, profitable and have a positive impact on development

•   Use corporate foundations to engage in experimentation 
in support of new business models and products that can 
serve development purposes (mostly relevant for larger 
corporations) 

 Multilateral Development Institutions  
(UN, multilateral banks)

•   Significantly increase sophistication of management of 
development product and service delivery, and provide 
transparent data and reporting on performance

•   Appropriately align incentives of staff to sufficiently focus 
on measurable operational and development outcomes 

•   Create formal and transparent accountability mechanisms 
in program design, implementation and monitoring

AcTors exAmPles oF immeDiATe leADershiP AcTions ThAT 
cAn Be TAken

Donors •    Require robust information on true supply chain performance 
and align incentives to end-to-end performance accountability

•   Hold management of existing development institutions ac-
countable for addressing weakness in their supply chains

•   Pledge to no longer support programs that display long 
term poor performance, including due to ineffective and 
high cost supply chains

NGO’s •   For advocacy organizations, hold development institutions 
and donors accountable for operational performance, and 
demand significant improvements in accountability and 
transparency across the supply chain

•   For operational organizations, focus on measuring and 
improving efficiency of program delivery, for example by 
sharing centralized services to ensure lower cost

National Governments •    Support responsible NGO players who can focus on account-
ability to final recipients by all players (both public and private)

•   Invest in technology systems and standards to enable trans-
parent and efficient management of resources 

Foundations •   Use neutral role to encourage and support much more 
significant investments in understanding and addressing 
program delivery challenges

•   Increase focus on the role and performance of grantee in 
the development supply chain 
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