STATEMENT BY HENRIETTA FORE, USAID ADMINISTRATOR

Liberia Reconstruction and Development Committee (LRDC)

September 5, 2008

ROLE OF THE PRIVATE SECTOR IN AID EFFECTIVENESS
In Liberia and around the world, robust economic growth is critical to preventing a relapse to conflict. And while the private sector is the engine of economic growth, it takes strong government leadership and donor support to lower the risks to the private sector and improve predictability and transparency.  In return, the private sector will bring capital, generate employment, and reduce poverty. 
Because of this symbiotic relationship, government and donors should consult with the private sector to determine what can be done to unleash private sector investment, particularly locally and regionally.  For example, I know that initiatives like the Liberia Better Business Forum (LBBF) were identified through an effective process of private-public consultation. Continued success will depend on the willingness of firms to report shortcomings in implementation to the appropriate GOL authorities and on the ability of the GOL to address those shortcomings.
We should also fully engage with Liberia’s Diaspora, helping them to most effectively apply their vast resources to the development of their homeland.
Creating an environment that enables business is the most important factor in encouraging and sustaining economic growth. Good economic governance that provides for regulations, adjudication of property and contract disputes and anti-corruption enforcement can help to bolster confidence of investors. At the same time, the private sector should leverage donor and government investments to launch and expand their activities and should participate in the formulation of policies that affect their operations. 
 Here is the opportunity we have right now. Under the leadership of the Government of Liberia, and with a comprehensive donor approach, let us work together to establish an environment where the private sector is enabled, where its investments are assured a reasonable return, and where its investment in the people of Liberia results in all moving forward together.

The experience of many countries—notably Angola and Rwanda—shows us that private sector engagement is critical earlier rather than later in the post-conflict period. Domestic private enterprises are particularly important to engage, as they are inclined to be less risk-averse and more resilient than foreign investors because they already operate in the region.

Rwanda’s private sector is still in its infancy, but with assistance from USAID the newly formed Rwanda Investment Promotion Authority pursued the concept of  a $5-million, two-year  pilot project to generate power from methane gas extracted from Lake Kivu. Skeptics—many from within the government—doubted the domestic private sector had the capacity to take it on. But several Rwandan entrepreneurs—including a brewery, a textile plant, an insurance company, and a bank—dove into the opportunity putting up $500,000 to launch the project. Rwanda’s first independent power producer was born six months later.

Here in Liberia, the proposed Independent Power Producer program would also encourage private investment in power generation that will boost industry and commerce for communities around the country. Liberia is also in the process of ambitious port sector reform, an overhaul of the tax and investment codes, and improvements to commercial regulations—all of which will contribute to the transparent, business-enabling environment so important to long-term sustainability.

Public-private partnerships work on a parallel track to the creation of business enabling environments, and they are an invaluable tool that multiplies the impact of donor support.  
For example, while the United States more than doubled its official development assistance in the last ten years, American private capital flows to the developing world tripled from 2003 to 2005 alone, and they now represent more than 80 percent of capital funding to developing countries.

At USAID, we have cultivated more than 600 alliances with over 1,700 partners worldwide. With our $2.1 billion in public funding, we have leveraged $5.8 billion in private money. Together, the complementary assets of the public and private sectors have encouraged innovation and more effective development impact. These partnerships also supply local private businesses with the skilled workforce required for them to grow and flourish.
Under our Enterprise Development Alliance to restore Angola’s agriculture and economy, Chevron, Angola’s largest investor and employer, and USAID each committed a minimum of $10 million to fund initiatives in agribusiness; in small, medium-sized, and micro-enterprise development; in expanded access to credit services; and in activities such as seed multiplication and crop diversification. As a result, the number of food-insecure and vulnerable people has fallen 45 percent.
Our Sustainable Forest Products Global Alliance is a $23-million initiative that partners USAID with the World Wildlife Fund, the U.S. Department of Agriculture, Metafore, and major corporations that purchase wood products. Together, we are advancing a new model for forest conservation and community development that rewards responsible forest management in the global marketplace. 
USAID’s Sustainable Tree Crops Program Alliance, which is a $10 million collaborative effort between USAID, U.S. Department of Agriculture, the World Cocoa Foundation, Smithsonian Institution and the International Institute of Tropical Agriculture does not operate directly in Liberia, but the lessons learned from this program are being replicated here by peer learning groups called Farmer Field Schools in three counties in northern Liberia.  As a result, farmers in these areas are improving their production and processing practices for cocoa and benefiting economically from increased yields and reduced post-harvest losses.

And here in Liberia, USAID has created an alliance with Firestone, the Rubber Planters Association of Liberia, and the Ministry of Agriculture to improve rubber production, especially by small farmers.  The alliance members aim to attain this goal through the promotion of sustainable smallholder rubber production and appropriate cropping systems that increase productivity, generate income, conserve biodiversity, and offer stable development prospects and long-term economics incentives. 

Public-private partnerships do not only support the commercial sector, but also improve services in health and education, another pillar of Liberia’s Poverty Reduction strategy.
For example, here in Liberia, ongoing research supported by USAID will reveal the full extent of the private sector role in health, ranging from out-of-pocket expenditures made at pharmacies, health centers and with traditional healers. The results will be used to address service gaps and identify potential areas for policy initiatives to encourage appropriate private sector investment, develop insurance and promote partnerships. 

In Liberia, alliances in education are critical to filling budgetary gaps, hiring teachers, developing job skills, and providing the educational materials and equipment needed to improve the school environment and quality of instruction. Toward this end, USAID has partnered with ALFALIT International-Liberia to support a faith-based, non-denominational adult literacy program which utilizes private funds to supplement its activities. We look forward to forming additional partnerships that will enhance our non-formal education and teacher training activities. 

Workforce development is critical to any economic growth strategy and to sustaining the peace. Just this month more than 200 Liberians graduated from a 9-month long “Private Sector Internship Program” funded by USAID and implemented in collaboration with a local NGO.  Through this program unemployed urban youth have received on-the-job technical and professional training with 20 participating businesses ranging across the telecom, engineering, food products, hospitality, and construction sectors.  90 of the graduates of the program have been offered full-time employment by their sponsoring business.
And like many post-conflict countries, Liberia has a large Diaspora, which can significantly contribute to reducing risk and securing peace in their home country.
USAID is developing a new alliance to tap and enhance the impact of Diaspora contributions to their families and home countries worldwide. Today, remittances are just behind foreign direct investment as the second-largest source of financial resources to developing countries. To leverage the vast resources of Diaspora communities, USAID is launching a world-wide public-private alliance called the Diaspora Networks Alliance. This alliance will seek to intensify the flow of knowledge and resources of Diasporas to their home countries to promote economic and social development. Partners will amplify the development impact of remittances by engaging the Diaspora through: 

collective remittances that support community development; volunteer public service; direct investment; capitol market instruments; tourism; and advocacy and commercial diplomacy in the countries where they reside. 
In April of this year, I had the pleasure of joining African Development Bank President Donald Kaberuka in launching a partnership to support entrepreneurs in Africa and the design of a West Africa Regional Guarantee with Ecobank. This collaboration with the African Development Bank, and the broader African Enterepreneurs Facility, answers the call of the Paris Declaration for donors to work more effectively with one another. This partnership is a prime example of how development organizations can build upon and reinforce one another’s strengths. The result is a much-needed expansion of financial services for African entrepreneurs.

In closing, I hope these examples of how public-private partnerships in Africa can enhance aid effectiveness will spawn more ideas and more initiatives. When government leadership and donors consult with the private sector to determine what needs to be done to unleash private sector activity, particularly local and regional investment, it is a win-win proposition for us all.

Government leadership coupled with donor aid and harmonization can help to restore confidence of investors. The private sector can leverage donor and government investments to launch and expand growth activities that are in everyone’s interest.

Liberia under the leadership of President Sirleaf is to be saluted for the strides the country has made in leading and working with donor and private partners to apply the principles of aid effectiveness in a fragile, post-conflict environment. 

Liberia will secure its hard won peace and prosperity with the continued exercise of national leadership and ownership of the development process, and the alignment and harmonization of government, donor, and private partners with the Poverty Reduction Strategy to “Lift Liberia”. 

On behalf of the American people, I reiterate our commitment to achieve enduring security and sustainable growth for all the people of Liberia and to working with all the partners present here to do that.

