NEW FUNDING MODELS:
PRIVATE SECTOR SOLUTIONS TO IMPROVE
HEALTH CARE QUALITY
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5 WAYS T0 MOVE FROM ACTION TO TRACTION ON INNOVA-

TIVE DEVELOPMENT FINANGE

With only 12 years left to achieve the Sustain-
able Development Goals, the international
community will need to innovate to bridge
the funding gap, estimated at some $2.5 bil-
lion each year, and look into the solutions
offered by new funding models. To succeed, it
is imperative to understand how to better
leverage private capital to fund the invest-
ments lacking to reach the Global Goals.

At Devex World 2018 in Washington, D.C. on
June 12, Devex and MSD for Mothers hosted

a roundtable discussion bringing together key
experts from government agencies, interna-
tional finance institutions, the private sector,
and development contractors to discuss how
innovative financing models and blended fi-
nance can be scaled and used as solutions to
accelerate progress towards the SDGs.

During the session, the group of experts
looked at the best practices that are currently
being implemented, and how to amplify and
replicate these new funding models.

6 WAYS T0 “WALK THE TALK”

Five ways to advance this conversation
emerged from the session.

1. Bridge the linguistic divide.

As new financial instruments imply partner-
ships between stakeholders operating in dif-
ferent industries, it is important to develop a
common language when discussing innova-
tive financing. Having a common lexicon —
with shared language and metrics will build
trust between the development community
and the private sector.

Investors need more knowledge of the global
development market and opportunities. The
information needs to be packaged in the right
way so investors understand why, where, and
how to invest. The tools are there, but educa-
tion is now key. How do we identify the cor-
rect impact metrics for private investors to
join in?

2. Build enabling environments.

For the private sector to boost its investment
in developing countries, the right business
environment must be in place. This includes
good governance, eradication of corruption
and business friendly economic policies.

When country governments take the lead in
innovative financing models, the rate of suc-
cess is high — even if they are not providing
the funding in the short term. With an ena-
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bling environment, private sector players are
able to take on the risk in the interim.

3. Move to a customer-based approach.
It is important to move to an era of demand-
driven development where beneficiaries are
treated like empowered customers. Global
development is one of the only industries that
does not actively talk about customers. In-
cluding people on the ground as part of the
process is critical. It is also vital to be able to
talk about intrinsic customer value.

4. Understand the costs associated.
Before engaging in a partnership to develop a
new financial instrument, stakeholders need
to understand: What’s in it for me? What’s
the minimum cost? At what point do we en-

gage?

Developing an impact bond or building a
blended finance mechanism takes time and
money. So how can we get to a place where
we can reduce these costs, streamline the cre-
ation of some of these mechanisms, and
standardize to allow some of these mecha-
nisms to scale?
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5. Identify the right instrument for
specific interventions.

Although impact bonds have an interesting
potential to provide flexibility and incentives,
we can often jump to the idea of taking a pro-
ject to scale too quickly. It is important to be
more nuanced in the way we apply and talk
about innovative financing. Impact bonds are
one of the tools in the toolkit.

Participants discussed the need for more evi-
dence in order to understand value for mon-
ey. With so many new tools, it is crucial to
identify which ones work best and in which
situation. Therefore, there is a need to gener-
ate greater evidence on both the design fea-
tures that make these mechanisms work, and
their subsequent evaluation.
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This meeting was the first of a series of five
workshops which aim to pave the way for in-
creased collaboration between financiers,
private sector and global development con-
tractors around new funding models, includ-
ing private sector solutions. Key action points
drawn from the session include devising a
common lexicon of terms, to ensure stake-
holders operating in different industries are
using shared language and metrics. Key is
also to share metrics and results from innova-
tive financing models, gathering success sto-
ries/challenges, and distinguishing which
financial models work best and in which con-
text.

Key questions during the discussion

=  Are we doing enough to leverage private
sector financing for global health goals?

=  Which innovative financing mod-
els/blended financing mechanisms can
help accelerate progress?

*  How can we move from multiple conver-
sations to identifying the best practices?

=  There are a number of tools. Which
practices/tools should be amplified?

=  How can we develop a set of recommen-
dations, which incorporates differing
perspectives and identifies key land-
marks?

= Which stakeholders need to be involved
in the conversation to allow for an ena-
bling environment?

=  How can we get private investors inter-
ested?

Key points made during the session

= The gap between the finance, global
health and development sectors needs to
be bridged to ensure for positive out-
comes and to reduce transaction costs:
it’s time to work together. The people on
the ground must be a key part of this
process.

=  There should be continued investment in
the appetite for experimentation, risk
and change.

= A common lexicon of innovative finance
terms is needed.

*=  Innovative financing models are hard to
scale. Costs need to be reduced to
streamline mechanisms.

=  Good examples and evidence of what has
worked is crucial: sharing feedback and
insights.

»=  There is a chronic lack of intermediaries:
we need a more specialized skill set.

= Investors require more knowledge about
the markets and opportunities.

=  The tools are there. Education is now
key.

Key take-away questions

=  How should we bring partners together?

=  What are the incentives for private sec-
tor partners?

=  How do we identify the right impact
metrics that private investors can use to
effectively jump in on these invest-
ments?

=  What metrics are we are going to use to
understand what the right tools are and
how and whether they are impactful or
not?

=  How can we ensure that development
mechanisms benefit the end user?

=  When should impact bonds be scaled?

=  How can we get to a place where we re-
duce costs, streamline mechanism crea-
tion and standardize to allow for scaling?

The next sessions aim to delve into how the
development community can move from mul-
tiple conversations to developing a set of rec-
ommendations, and how to shift from en-
dorsing these to internalizing them.
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