
Brussels, 21st November 2019 

 

Private Sector in Development: an input from civil society 

 

Dear Commissioner-designate Jutta Urpilainen, 

We congratulate you on your appointment as Commissioner-designate for International 

Partnerships. This portfolio is fundamental to addressing global challenges, from rising 

inequalitiesi, to climate change; from cuts in universal public services crucial to reducing gender 

and other inequalities, to tax evasion and avoidance by multinational companies which deprives 

developing and transition countries of much needed resourcesii. 

We welcome the position you expressed in your Parliamentary hearing in October that civil society 

organisations (CSOs) must be at the heart of the European work on cooperation and that they 

are the EU’s best allies. It is in this spirit that we write to you, as a coalition of CSOs working 

on blended finance, public-private partnerships (PPPs) and private sector instruments in 

the EU’s development cooperation. 

You stressed in your hearing that the private sector has an important role to play in the realisation 

of the Sustainable Development Goals (SDGs). We agree but recommend a nuanced approach 

recognising the diversity of models and actors lumped together in the term “private sector”.iii We 

hope to see a balance between regulation, subsidies and other forms of incentives to ensure 

private companies do not hinder sustainable development and contribute to the realisation of 

human rights, environmental protection and the SDGs. 

There has been a drastic increase in the rhetoric of using public development finance for blended 

finance instruments, loans, guarantees and grants to profit-seeking actors. The EU has 

established the External Investment Plan (EIP) and will significantly increase the amounts of aid 

directly or indirectly channelled to private for-profit companies through the Neighbourhood, 

Development and International Cooperation Instrument (NDICI). 

There are serious concerns that scarce development resources are diverted away from poverty 

eradicating and inequality busting projects and programmes while stagnating far below the 0.7% 

of GNI commitment. We have concerns as to who is actually benefitting  from this approach and 

the limited evidence of whether private sector cooperation, through modalities such as public-

private partnerships (PPPs), improves the lives of people living in poverty. Positive impact is 

largely undemonstrated and negative environmental and human rights impacts have been 

reported. There is limited evidence that additional financial flows are generated in partner 

countries through these modalities (financial leverage) and their opaque nature leads to limited 

due diligence and control exerted by the European Commission over the operations of 

development banks benefiting from EU guarantees. 



Maximising the development impact: There is a growing body of evidence on the adverse 

impacts of blended finance projects on local people.iv For example, the alleged grabbing of 

indigenous communities’ agricultural land in Mexico, forced evictions to make way for a highway 

in Kenya and renewable energy projects tailor-made for the extractive industries in Chile. 

Responsible business conduct cannot be achieved through financial incentives and voluntary 

initiatives alone. We welcome your commitment to study the need for a due diligence regulation 

for companies to respect human and labour rights and the environment, as you stated in your 

parliamentary hearing.     

Public-private partnerships in education and health sectors are highly contentious.v Bridge 

International Academies – a commercial company making profit out of low quality education in 

several developing countries – exemplify how these schemes can violate the human right to 

education while diverting public resources from public education.vi The EU should not provide 

incentives for various forms of privatisation of public service delivery, nor should it erode universal 

access to these services. As noted by the UN Special Rapporteur on extreme poverty: 

“Privatization often involves the systematic elimination of human rights protections and further 

marginalization of the interests of low-income earners and those living in poverty.”vii We supported 

provisions in the European Fund for Sustainable Development (EFSD) that exclude operations 

that would contribute to the privatization of public services, in particular health and education, and 

are advocating for similar safeguards in the EFSD+.  

Ensure local economic actors benefit: There is scarce data available on the final beneficiaries 

of blended finance instruments. Micro, small and medium sized enterprises (MSMEs) from partner 

countries and inclusive business models such as cooperatives and social enterprises should be 

the primary recipients of these subsidies. Local industries, cooperatives and MSMEs need to 

thrive to generate an inclusive and resilient local economy that can improve people’s livelihoods 

and generate decent work opportunities. We believe such an approach should dominate the EIP 

implementation for all the investment windows and be at the core of the future EFSD+. Targeting 

these actors and ending formal and informal tied aidviii is critical to developing local markets, 

fostering domestic competitiveness and creating a private sector that is aligned with and delivers 

on sustainable development objectives. Development aid should not be used to subsidize private 

partners who could otherwise access financing on their own, which is usually the case for 

European companies. 

Financial leverage: Demonstrating the financial additionality of leverage is extremely difficult to 

calculate as often it cannot be ascertained whether private investors would have invested or not 

without public intervention. What is certain, however, is that leverage is low in the poorest 

countries. Factors such as the complexity of contracts, the fragility of institutions in partner 

countries and the poverty of local populations explain this situation.ix Therefore, the argument of 

financial leverage to justify blended finance is questionable, and the focus should remain on 

maximising the development impact of interventions. 

Moreover, the contribution of foreign private capital to tax revenues of partner countries by 

leveraging domestic resources has diminished over timex and an excessive emphasis on 

leveraging foreign direct investments combined with low attention and resources devoted to 
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domestic resources mobilisation may further exacerbate this trend - which is a major obstacle to 

genuine partnerships of equals. 

We therefore hope you will be paying great attention to domestic resources mobilisation in partner 

countries, building on and further expanding the milestones established by the previous 

Commission. Domestic resources have - more so than any other source of funding - the biggest 

potential to fund vital public services for all, as part of democratic public institutions accountable 

to their citizens, including in LDCs.xi 

We would be delighted to discuss these issues in more depth with you and remain fully available 

and enthusiastic to support you in your mandate. 

 

Yours sincerely, 

 

ActAlliance: Floris Faber, EU Representative 

ActionAid:  Neelanjana Mukhia, Head of the Global Engagement Team 

Alliance2015: Melchior Lengsfeld, President 

Cooperatives Europe: Agnès Mathis, Director of Cooperatives Europe 

Eurodad: Jean Letitia Saldanha,Director  

European Trade Union Confederation (ETUC): Luca Visentini, General Secretary 

Global Health Advocates: Fanny Voitzwinkler, Director of EU office 

International Trade Union Confederation (ITUC): Sharan Burrow, General Secretary  

Oxfam: Marissa Ryan, Deputy Director - Advocacy and Campaigns, and Head of Oxfam's EU 

Office 

Save the Children: Anita Bay Bundegaard, Director at Save the Children Europe 

Terra Nuova: Grazia Faieta, President 

 

 

 



i https://www.oxfam.org/en/research/hitting-target-agenda-aid-times-extreme-inequality. 
ii Estimates range between 49 and 194 billion USD per year, see UNCTAD, Trade and Development 
Report 2019. 
iii See the EC Communication on “A stronger Role of the private sector in Achieving inclusive and 
sustainable growth in Developing Countries”, 2014 
iv https://eurodad.org/files/pdf/58a1e294657ab.pdf; http://devinit.org/post/blended-finance-poorest-people/ 
v Eurodad, Public private partnerships and universal health care in Latin America - at what cost?, October 
2019; https://eurodad.org/files/pdf/1547092-public-private-partnerships-and-universal-health-care-in-latin-
america-at-what-cost-.pdf; https://www.wemos.nl/wp-
content/uploads/2019/10/20191010_Wemos_Discussion-Paper-AfT_hospital-infrastructure-
development_FINAL.pdf; 
http://www.zimcodd.org/sites/default/files/research/Research%20findings%20report%20on%20social%20
and%20economic%20impacts%20of%20public%20private%20partnership%20agreements%20to%20the
%20realisation%20of%20the%20right%20to%20health-
The%20case%20of%20Chitungwiza%20Central%20Hospital.pdf; Eurodad, History RePPPeated - How 
public-private partnerships are failing , October 2018, https://eurodad.org/HistoryRePPPeated;  
vi https://www.oxfam.org/en/research/false-promises 
vii UN Special Rapporteur on etreme poverty and human rights, Annual Report, Privatization and its 
impact on human rights, A/73/396, 2018, https://undocs.org/A/73/396 
viii Eurodad, Development Untied, September 2018, htps://eurodad.org/files/pdf/5ba3a41be1899.pdf 
ix ODI, Blended finance in the poorest countries, the need for a better approach, 2019, 
https://www.odi.org/publications/11303-blended-finance-poorest-countries-need-better-approach; 
https://www.cgdev.org/publication/marginal-not-transformational-development-finance-institutions-and-
sustainable 
x UNCTAD, Trade and Development Report 2019, Financing a Global Green New Deal 
xi OECD (2018), Global Outlook on Financing for Sustainable Development 2019: Time to Face the 
Challenge. 
Overview document, p 5. 

                                                

https://www.oxfam.org/en/research/hitting-target-agenda-aid-times-extreme-inequality
https://www.oxfam.org/en/research/hitting-target-agenda-aid-times-extreme-inequality
https://eurodad.org/files/pdf/58a1e294657ab.pdf
https://eurodad.org/files/pdf/58a1e294657ab.pdf
http://devinit.org/post/blended-finance-poorest-people/
http://devinit.org/post/blended-finance-poorest-people/
https://eurodad.org/files/pdf/1547092-public-private-partnerships-and-universal-health-care-in-latin-america-at-what-cost-.pdf
https://eurodad.org/files/pdf/1547092-public-private-partnerships-and-universal-health-care-in-latin-america-at-what-cost-.pdf
https://eurodad.org/files/pdf/1547092-public-private-partnerships-and-universal-health-care-in-latin-america-at-what-cost-.pdf
https://eurodad.org/files/pdf/1547092-public-private-partnerships-and-universal-health-care-in-latin-america-at-what-cost-.pdf
https://eurodad.org/files/pdf/1547092-public-private-partnerships-and-universal-health-care-in-latin-america-at-what-cost-.pdf
https://eurodad.org/files/pdf/1547092-public-private-partnerships-and-universal-health-care-in-latin-america-at-what-cost-.pdf
https://www.wemos.nl/wp-content/uploads/2019/10/20191010_Wemos_Discussion-Paper-AfT_hospital-infrastructure-development_FINAL.pdf
https://www.wemos.nl/wp-content/uploads/2019/10/20191010_Wemos_Discussion-Paper-AfT_hospital-infrastructure-development_FINAL.pdf
https://www.wemos.nl/wp-content/uploads/2019/10/20191010_Wemos_Discussion-Paper-AfT_hospital-infrastructure-development_FINAL.pdf
https://www.wemos.nl/wp-content/uploads/2019/10/20191010_Wemos_Discussion-Paper-AfT_hospital-infrastructure-development_FINAL.pdf
https://www.wemos.nl/wp-content/uploads/2019/10/20191010_Wemos_Discussion-Paper-AfT_hospital-infrastructure-development_FINAL.pdf
https://www.wemos.nl/wp-content/uploads/2019/10/20191010_Wemos_Discussion-Paper-AfT_hospital-infrastructure-development_FINAL.pdf
https://www.wemos.nl/wp-content/uploads/2019/10/20191010_Wemos_Discussion-Paper-AfT_hospital-infrastructure-development_FINAL.pdf
https://www.wemos.nl/wp-content/uploads/2019/10/20191010_Wemos_Discussion-Paper-AfT_hospital-infrastructure-development_FINAL.pdf
http://www.zimcodd.org/sites/default/files/research/Research%20findings%20report%20on%20social%20and%20economic%20impacts%20of%20public%20private%20partnership%20agreements%20to%20the%20realisation%20of%20the%20right%20to%20health-The%20case%20of%20Chitungwiza%20Central%20Hospital.pdf
http://www.zimcodd.org/sites/default/files/research/Research%20findings%20report%20on%20social%20and%20economic%20impacts%20of%20public%20private%20partnership%20agreements%20to%20the%20realisation%20of%20the%20right%20to%20health-The%20case%20of%20Chitungwiza%20Central%20Hospital.pdf
http://www.zimcodd.org/sites/default/files/research/Research%20findings%20report%20on%20social%20and%20economic%20impacts%20of%20public%20private%20partnership%20agreements%20to%20the%20realisation%20of%20the%20right%20to%20health-The%20case%20of%20Chitungwiza%20Central%20Hospital.pdf
http://www.zimcodd.org/sites/default/files/research/Research%20findings%20report%20on%20social%20and%20economic%20impacts%20of%20public%20private%20partnership%20agreements%20to%20the%20realisation%20of%20the%20right%20to%20health-The%20case%20of%20Chitungwiza%20Central%20Hospital.pdf
http://www.zimcodd.org/sites/default/files/research/Research%20findings%20report%20on%20social%20and%20economic%20impacts%20of%20public%20private%20partnership%20agreements%20to%20the%20realisation%20of%20the%20right%20to%20health-The%20case%20of%20Chitungwiza%20Central%20Hospital.pdf
http://www.zimcodd.org/sites/default/files/research/Research%20findings%20report%20on%20social%20and%20economic%20impacts%20of%20public%20private%20partnership%20agreements%20to%20the%20realisation%20of%20the%20right%20to%20health-The%20case%20of%20Chitungwiza%20Central%20Hospital.pdf
http://www.zimcodd.org/sites/default/files/research/Research%20findings%20report%20on%20social%20and%20economic%20impacts%20of%20public%20private%20partnership%20agreements%20to%20the%20realisation%20of%20the%20right%20to%20health-The%20case%20of%20Chitungwiza%20Central%20Hospital.pdf
http://www.zimcodd.org/sites/default/files/research/Research%20findings%20report%20on%20social%20and%20economic%20impacts%20of%20public%20private%20partnership%20agreements%20to%20the%20realisation%20of%20the%20right%20to%20health-The%20case%20of%20Chitungwiza%20Central%20Hospital.pdf
https://eurodad.org/HistoryRePPPeated
https://eurodad.org/HistoryRePPPeated
https://eurodad.org/HistoryRePPPeated
https://eurodad.org/HistoryRePPPeated
https://www.oxfam.org/en/research/false-promises
https://www.oxfam.org/en/research/false-promises
https://undocs.org/A/73/396
https://undocs.org/A/73/396
https://undocs.org/A/73/396
https://undocs.org/A/73/396
https://eurodad.org/files/pdf/5ba3a41be1899.pdf
https://eurodad.org/files/pdf/5ba3a41be1899.pdf
https://www.odi.org/publications/11303-blended-finance-poorest-countries-need-better-approach
https://www.odi.org/publications/11303-blended-finance-poorest-countries-need-better-approach
https://protect-eu.mimecast.com/s/SQ2MCr0jxsrOEJKf7FkLF?domain=cgdev.org
https://protect-eu.mimecast.com/s/SQ2MCr0jxsrOEJKf7FkLF?domain=cgdev.org
https://protect-eu.mimecast.com/s/SQ2MCr0jxsrOEJKf7FkLF?domain=cgdev.org
https://protect-eu.mimecast.com/s/SQ2MCr0jxsrOEJKf7FkLF?domain=cgdev.org
https://protect-eu.mimecast.com/s/SQ2MCr0jxsrOEJKf7FkLF?domain=cgdev.org
https://protect-eu.mimecast.com/s/SQ2MCr0jxsrOEJKf7FkLF?domain=cgdev.org
https://protect-eu.mimecast.com/s/SQ2MCr0jxsrOEJKf7FkLF?domain=cgdev.org
https://protect-eu.mimecast.com/s/SQ2MCr0jxsrOEJKf7FkLF?domain=cgdev.org

