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The call came in June 2012, out of the blue, from an acquaintance I hardly knew, as I was walking down a Geneva street 
in the midst of a private equity conference. “You must come to Ottawa to speak to the federal government.”   
 
Despite strong resistance born out of years of frustration with public sector players around the globe, I eventually 
acquiesced.  That proved wise, for it resulted in something I had sought for over 20 years but had long given up on – a 
highly creative private-public cooperation (PPC) between Sarona and Canada’s Department of Foreign Affairs, Trade and 
Development (DFATD, now named Global Affairs Canada) called “INFRONT”, launched in 2013. 
 
Since that auspicious day three years ago, the world has come a long way.  Nation states, both rich and poor, have 
agreed an ambitious set of Sustainable Development Goals (SDGs) to eradicate extreme poverty and address social 
inequalities by 2030.  And PPC, most notably in the form of blended finance, has transformed from a curious experiment 
by a few brave souls into an indispensable model of financing such development.  Sarona – otherwise a purely private 
sector investor – has moved into the vanguard of these exciting developments, designing creative ways to achieve both 
private and public sector goals through financial cooperation.  
 
But rather than revel in our accomplishments, we must now 
redouble our efforts.  It is clear is that the old ways just won’t 
do – the time is too short and the needs are too great.  
Achieving the 15-year SDGs will take a seemingly super-
human funding effort of $4 trillion per year for a generation.  
And since most investment cycles run a decade or more, we 
have only the next several years to find a new formula.  
 
Because the goals are public, and the required capital resides 
in private hands, we need cooperation at unprecedented 
levels. Judging by recent pronouncements from both sides, 
the cooperative will exists. But it will take courage – courage 
to trust the other party, to take risks, to move beyond the pre-
set boxes within which we all operate, to innovate, and to test 
new models.  Courage to overcome entrenched accountability 
and reward structures, courage to move beyond the vestiges 
of mistrust and misperception. 
 
In short, the courage to break some glass.  
 
How do we get there?  I believe key insights drawn from our experience can point the way. 
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INFRONT: Insights from a Successful PPC Model 
 
In 2013, Sarona partnered with DFATD and two NGOs – Mennonite Economic Development Associates (MEDA) and 
MaRS Centre for Impact Investing (MCII) – to pilot a first-of-a-kind blended finance instrument.  Named the INFRONT 
project, it combined a private equity fund-of-funds and a development assistance facility, catalyzing funding from the US 
Government’s OPIC and numerous private investors. 
 
Results to date are impressive.  DFATD’s $15 million investment and first-loss guarantee helped attract other investors to 
build the Sarona Frontier Markets Fund 2 (SFMF2) to $150 million.  Greater still are the impacts on the ground: SFMF2 
has participated in and helped mobilize nearly $2 billion in new funding for SMEs in developing countries, and will invest in 
around 150 companies, support some 15,000 jobs, and serve five million lower and middle class clients. And the fund’s 
portfolio companies are already making meaningful contributions to 15 of the 17 SDGs.  
 
Getting there was not easy.  None of DFATD’s models and internal 
boxes allowed for such funding; their leaders had to break some 
glass to make it happen.  
 
Two of their economists, having heard about Sarona in the market, 
applied great creativity to design a product that became a win-win 
solution. Our request for a large pari-pasu investment was reduced in 
size, but structured with first loss protection and a boost to private 
investors’ returns. And because DFATD couldn’t invest in a fund 
directly, they channeled their equity investment through an NGO.  
 
In the end, we all take great pride in the solution and are gaining 
valuable insights along the way. 
 
Our first – and most important – insight is that you must know your 
partner (or KYP, for short).   
 
Partnerships are built on trust.  And because private-public cooperation entail complex structures with often diverging 
values and objectives, trusting ones partners is foundational. To be successful, each party must believe that the other 
partner respects its goals, is committed to achieving them, and can credibly and efficiently do so. If one has to break some 
glass to enter into this partnership, one doesn’t want to be embarrassed by failure.  
 
For the INFRONT project, a strong foundation was already in place.  Our NGO partners, MEDA and MCII, have strong 
track records delivering development results and were well known and trusted by the Canadian Government.  This 
shortened and simplified the KYP process, and was, in our view, a significant factor in bringing the project to a successful 
launch. 
 
Our second insight is the need to adapt.   
 
PPC brings together different worlds – public, private, and not-for-profit – and all sides have to give a little to gain a lot.  
Sarona recognized early on the need for patience and hand-holding with our Canadian Government partner, helping their 
team gain comfort with a complex fund structure and myriad legal documents.  Likewise, we were impressed by DFATD’s 
willingness to creatively tailor its funding tools to fit with our structure in a way that attracted the greatest possible 
participation by private investors.  
 
Adapting is not a matter of sacrificing principles; rather, it is a fundamentally creative process that embraces innovation 
and pushes the boundaries of “what is possible”.  The results, often surprising, help change the way people think about 
private-public cooperation. 
 
Building directly on the previous two, our third insight is the need for strong champions.   
 
Private-public cooperation, especially as manifested in blended finance strategies, involves complex structures with 
myriad potential stumbling blocks.  The key to success is a clear and ongoing focus on the end goal.  The project needs 
champions who see the bigger picture and the path to get there.  In the months leading to INFRONT’s launch, issues 
arose almost daily from all sides; at times, the weight of these problems risked capsizing the entire venture.  Invariably – 
and thankfully – champions at DFATD, Sarona and our partners stepped up to refocus attention on the end goal.   

Grants Aren’t a One-Way Street 

In the creative world of PPCs, the idea of grants 
sometimes gets a bad rap for not being 
innovative enough.  Our view is quite the 
opposite.  Grants may be structured to be 
repayable or non-repayable, and hold 
tremendous power to generate development 
impacts and attain SDGs.  PPC structures often 
require a tier of patient capital, and grants are – 
by nature – the most patient capital possible.  If a 
repayable grant generates a reflow, this can be 
used to seed and scale-up new funds, or simply 
become ‘renewable’ Technical Assistance. 



   

I am convinced that, without a strong foundation of trust and a willingness to adapt, even the strongest champions will tire 
and fail. 
 
Where Do We Go From Here? 
 
We live in a boldly changing world – a world that, notwithstanding media headlines to the contrary, embodies great hope 
for a better future. At the 2015 Financing for Development conference in Addis Ababa, the public sector bravely 
acknowledged that business was not the problem, but rather part of the solution.  At the same event, the private sector 
acknowledged its responsibility, not only to shareholder value, but also to the social and environmental outcomes of its 
business operations.  
 
These first steps of trust represent the goodwill and vision of an emerging partnership between the private and public 
sectors. But we have only a few years to manifest this vision in successful blended finance strategies if we are to achieve 
the ambitious SDGs goals by 2030. To get there, I propose three action items to foster a new system of cooperation – one 
that ushers in a next-gen approach to PPC. 
 
Action #1: Establish a KYP accreditation platform  
 
Markets grow quickly when information can be accessed efficiently.  If trust is core to successful partnerships, then a 
reliable KYP process is the foundation for successful PPC ventures.  Government agencies want comfort that private 
partners have the development credentials and operational capacity to deliver results.  Private players seek clarity and 
efficiency from government partners. 
 
Reaching this mutual trust takes time and effort, because the market is new and many players are foreign to each other.  
Many private and not-for-profit players – especially smaller and newer ones – have limited time and money to get to know 
potential partners.  As a result, promising PPC opportunities flounder and market momentum stalls.  
 
If we want to accelerate PPC’s growth trajectory to reach the SDGs, then we must find a simpler, faster way to foster 
KYP.  We need a KYP accreditation platform, essentially a pre-screening and certification forum that reduces the 
inefficiency of building the PPC market one relationship at a time.   
 
Could such a platform be housed in the much-anticipated Convergence initiative, set to be launched in 2016?  Would it fit 
with its proposed mandate?  Operationally, the KYP platform must be accessible, informative and transparent.  
 
Action #2: Improve the catalytic impact of public funding  
 
Governments can play a crucial catalytic role in mobilizing trillions of dollars for the SDGs.  But this will only be achieved if 
their funding is flexible and timely. 
 
Most development agencies have designed their funding instruments to support NGO service models.  Quite often these 
instruments are not useful in unlocking private capital.  To be catalytic vis-à-vis private sector capital, the public sector 
must hold the hands of private investors to induce them to do what they otherwise are afraid to do. That is, they must 
enhance the private investor’s risk-adjusted rate of return. This is done by mitigating the risk – such as risk of loss, or 
currency risk – and/or enhancing the financial return.  Public partners who can think and act outside of the boxes and 
creatively tailor funding instruments will be sought after. We recognise that doing so requires great flexibility, and that 
requires great courage.  
 
Just as crucial for catalytic impact is timeliness – to be catalytic, the public funding must be allowed to catalyse. It can’t do 
that if it arrives at the doorstep at the last moment. Public funding is normally the bait on the hook that attracts private 
capital to PPCs, so it must be deployed early in the process.  Development agencies must recognize the importance of 
their “anchor investor” function, and align internal processes and external signals (e.g., commitment letters) accordingly. 
 
What concrete steps can we take?  It would be helpful to assemble a database of projects where the public engagement 
was highly catalytic to private investment, along with the underlying funding instruments.  Workshops and practical how-to 
sessions, focusing on PPC lessons learned and best practices, would also help maximize government catalytic capacity.  
Could the World Economic Forum’s Redesigning Development Finance Initiative be expanded to include these activities? 
 
 
Action #3: Fail and scale quickly 



   

 
In any new and growing market there are winners and losers.  PPC is no different.  We are, public and private actors 
alike, at an early and entrepreneurial stage, developing new models, refining funding approaches, and designing new 
instruments.   
 
And while it’s human nature to favour the safe and predictable over the risky and unknown, the PPC market won’t grow 
quickly enough without a culture shift – one that accommodates failures, while quickly scaling up successes.   
 
Entrepreneurs know it’s OK to fail, so long as you fail quickly and productively, by minimizing cost and building on lessons 
learned. 
 
For PPC policymakers, this means two things: 
Test, then scale 
Build not only on successes, but also on failures. 
 
INFRONT is a good example.  As a pilot-scale model that tested new ways to combine private investment capital with 
technical assistance, it passed the test with flying colours, and we are now developing a scaled-up version of the project, 
named GEMINI, for launch in mid-2016. 
 
Was INFRONT’s test score perfect?  No.  Were there areas for improvement?  Definitely.  One success we are building 
on is providing Sustainable Innovation Grants to SMEs, which demonstrate how improved ESG contributes to business 
growth.  An area we’d like to improve is dealing with currency volatility in developing countries, which impacts investors’ 
risk and therefore our ability to attract private capital.  GEMINI aims to be better on both fronts. 
 
Once again, the World Economic Forum or Convergence could house information repositories for what has worked (and 
what hasn’t), perhaps via an on-line information marketplace for blended finance practitioners. 
 
 
A new system of cooperation won’t happen overnight, nor without effort.  It will take courage and, yes, glass will be 
broken.   
 
The challenge is great, but so is the reward – a more prosperous, equitable and just world for future generations. 
 
And just as, three short years ago I couldn’t have foreseen the tectonic advances in blended finance, the changes to 
come will be dramatic and exciting.  I look forward to the journey! 
 
 
This paper was prepared as part of the Global Agenda Council on Sustainable Development’s Knowledge Hub, a group 
product by Member (and their representatives) who are convened by the 2014-2016 Global Agenda Council on 
Sustainable Development, organized by the World Economic Forum. A list of GAC-SD Members is available here: 
https://www.weforum.org/communities/global-agenda-council-on-sustainable-development. All co-authors contributed in a 
personal capacity. The views expressed are not necessarily those of all contributors, who may have had different opinions 
on some issues. 
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