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1. The SDC’s Approach to Risk Management for PSE  
 
In 2021, the SDC launched its PSE Handbook, which stipulates a dedicated Risk Management 
Process (RMP) for all projects based on the PSE modality and /or with a PSE component (Part C, p. 
30-45). The PSE RMP allows for risks to be identified early on and to be managed proactively, with 
the aim of increasing the chance of success by preventing and mitigating threats.  
 
The PSE RMP is part of the SDC’s overall risk management: it builds on the SDC’s comprehensive risk 
approach and existing practices (e.g. the Partner Risk Assessment – PRA - for implementing partners). 
It is a standard process for all new PSE projects (or new phases of projects that include a PSE 
component), and is aligned with the Project Cycle Management, PCM. Importantly, the PSE RMP 
does not substitute any of the established risk and project management processes. Rather, the 
PSE RMP is a crucial additional instrument focusing on the (potential) private sector actor(s) – the PSE 
prospect(s) – and specific aspects of any PSE collaboration. The PSE RMP intersects with and 
influences the steps of the PCM, and both processes should be adequately sequenced. 
 
The PSE Handbook and, thus, the PSE RMP are mandatory and must be followed for each and every 
PSE collaboration. 
 
Generally, the operational unit is in charge of the PSE RMP but is supported by the Competence Center 
for the Engagement with the Private Sector (CEP) all along with specific direct responsibilities during 
the Assess PSE prospect phase. 
 

 
 
 

The alignment of the PCM (inner circle) with the phases and steps of the PSE RMP (outer circle) 
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2.  The PSE Risk Management Process: The Four Phases  
 

The PSE RMP consists of four main phases that include nine steps in total. 

 

I. Assess the PSE prospect, with the aim of substantiating the decision on whether to 
engage with a potential private sector partner (the ‘PSE prospect’). 

II. Prepare the engagement, confirming the decision on whether the proposed collaboration 
meets good practices for PSE, and subsequently formalizing the partnership.  

III. Monitor, adapt and review the engagement and the contextual, programmatic, and 
institutional risks identified during the ongoing collaboration. 

IV. Exit the engagement in the case of excessively high risks and ineffective mitigation 
measures, or at the end of a PSE collaboration. 

 

During the whole process, the criteria, requirements, and assessment tools are adapted to the type of 
private sector partner and the PSE format. 

 

 

2.1.  Phase I: Assessing the PSE Prospect (PSE Handbook pp. 33-39) 
 

 
 
Phase1 of the PSE RMP is generally expected to take place as early as possible, e.g. during the  
identification phase of the PCM, and assists in the decision whether or not to engage with a potential 
PSE prospect.  
 
 
Step 1 – Internal preparation: A PSE risk assessment (PSE RA) of the PSE prospect based on publicly 
available information, ratings etc., with a specific focus on environmental, social, and governance risks. 
 
- Responsibility: the operational unit contacts the CEP, who will delegate the PSE RA to its mandated 

backstoppers. The operational unit is responsible to reach out directly to the FDFA PEP desk.  
- Duration: up to 4 weeks. 
 
The result of the internal preparation is a standardized report with a formal recommendation whether a 
partnership seems possible without additional requirements; or possible on condition that additional 
requirements are met; or not recommended. 
 
 
Step 2 – In-depth ‘getting to know each other’-exchanges: Clarify the goals, shared vision, and 
motivation for the PSE collaboration, as well as potential risk issues identified during Step 1. This must 
take place prior to the submission of an Entry Proposal. 
 
- Responsibility: the operational unit (with CEP support if needed).  
- Duration: depending on the PSE prospect and the operational unit. 
- Tools for operational units: discussion guidelines for the initial meeting with PSE prospects.  
 
 
Step 3 - Due diligence: Take a closer look at the PSE prospect by assessing additional non-publicly 
available information required from and provided by the PSE prospect. This must happen after the 
Entry Proposal but prior to the submission of a Credit Proposal, so that the latter can include results 
from step 1, 2 and 3.  
 
Importantly, there are two different options of due diligence: 
 

 Option 1: Assessment of disclosed information and a self-declaration signed by the PSE prospect 
confirming good business practices and integrity. 
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- Responsibility: the operational unit reaches out to the CEP, who will delegate the due diligence 
to its mandated backstoppers.  

- Duration: up to 4 weeks. 
- Tools for operational units: due diligence self-declaration form. 

 
The result of the due diligence / option 1 is a standardized report underlying the different types and 
levels of Environmental, social, and governance (ESG) risks including a formal recommendation 
whether the partnership seems possible without additional requirements; or possible on condition that 
additional requirements are met; or not recommended. 
 

 Option 2: An in-depth, third-party due diligence must be conducted if the following risk-increasing 
criteria apply: 
o If the SDC budget is over CHF 5 million; or if the SDC finances more than 50 % of the PSE 

collaboration and the SDC’s budget is over CHF 3 million.  
o In the case of financial market-oriented PSE formats with expected repayment, namely 

venture investments (equity and debt), stakes in structured funds, and guarantees. 
o In the case the PSE prospect has a complex structure (i.e. holding, consortia with four or 

more private sector partners). 
 
- Responsibility: the operational unit with the methodological support of the CEP. The in-depth 

due diligence has to be delegated to a third-party expert. 
- Duration: up to 3 months. 
 

The result of the due diligence / option 2 is a specific report prepared by the third-party expert. 
 
 

2.2.  Phase II: Prepare the Engagement (PSE Handbook pp. 42-43) 
 

 
 
 
Step 4 – Joint Project Risk Assessment: Before formally entering into a partnership, as for any 
kind of project or partnership, a joint project risk assessment together with the PSE prospect must be 
conducted in order to identify potential contextual, programmatic and institutional risks and to define 
measures to prevent or mitigate these risks.1 The results of the joint project risk assessment should be 
reflected in the Credit Proposal. 
 
- Responsibility: the operational unit.  
- Duration: up to 6 weeks. 
- Tools for operational units: joint project risk assessment tool. 
 
Step 5 – Partnership Agreement: After the successful submission of a Credit Proposal and the 
standard SDC PRA for other potential implementation partners (e.g. NGO), the PSE partner 
contract in formal partnership agreement setting out terms and conditions of the collaboration, including 
the common objectives, the modes of cooperation, other important issues (i.a. intellectual property, 
external communication, transparency rules, liability rules, and criteria for exiting the partnership.) 
Crucially, if the prior due diligence identifies gaps and risks, conditionalities for time-bound 
improvement and mitigation measures should be included in the partnership agreement. 

 

- Responsibility: the operational unit (with the support of the CEP; the CPC must be consulted) 
- Duration: up to 6 weeks. 
  

                                                      
1 This step is not necessary in cases where the SDC is neither the initiator, nor a member of the project steering committee, 

or in cases of specific PSE formats (support facility, multi-stakeholder collaborations, political dialogue alliance.) The results 
of the joint project risk assessment are expected to be reflected in the credit proposal 
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2.3.  Phase III: Monitor, Review and Adapt (PSE Handbook p. 44) 

 
Step 6 – Monitoring and Reviewing: as in any kind of project or partnership, the SDC and its PSE 
partner should regularly conduct a review of their PSE collaboration: 
 

o ESG risks: Regular monitoring of the PSE partner’s ESG risks is essential. The operational 
unit can ask the SDC CEP for support in doing so. 

o Due diligence: In case the partnership agreement set out conditionalities for improvement, 
compliance should be checked in due time. Additionally, a due diligence should be repeated 
on a regular basis (e.g. biennially), at the latest at the start of a new collaboration phase (incl. 
a renewed self-declaration by the PSE partner confirming good practice). 

o Joint project risk assessment (if applicable): Updates should be regular (e.g. yearly) in order 
to identify new risks and avoid negative impacts with targeted measures. Changes should be 
discussed with the PSE partner (e.g. in the steering committee). 

 

- Responsibility: the operational unit (with CEP support if needed). 
- Duration: NA.  
 
Step 7 – Adaptations: If the regular reviews and after a (potential) evaluation suggest so, needed 
adaptations to the PSE collaboration should be made in line with the PCM of country programme 
and mid-term orientation of the operational units. 

 

-  Responsibility: the operational unit (with CEP support if needed). 
- Duration: NA.  
 

 

2.4.  Phase IV: Exit the Engagement (PSE Handbook p. 45) 
 

 
 
Step 8 – Early Exit: If a PSE collaboration should be cancelled before the contractually stipulated 
date (e.g. if certain high risks materialize), early termination must be discussed and, if possible, jointly 
decided with the PSE partner. In case of critical exits with high risks of political exposure, reputational 
damage or media attention, the SDC senior management decides on the matter, and the decision is 
noted by the Head of the FDFA 
 
- Responsibility: the operational unit (with CEP support if needed). SDC senior management, if critical. 
- Duration: NA.  
 
Step 9 – Planned Exit: A PSE collaboration ending at the stipulated date of the partnership agreement 
coincides with the closing of the PCM. In accordance with the PCM, an evaluation can be conducted 
to assess the achievements, lessons learned, and best practices for future PSE collaborations. The 
communication of key results should be discussed and agreed upon with the private sector partner. 
 
- Responsibility: the operational unit (with CEP support if needed). 
- Duration: NA.  
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3.  Scope of Application  
 
The scope of application of the PSE RMP, varies depending on the nature of the PSE collaboration. 
The SDC distinguishes between direct and indirect PSE. 
 
DIRECT PSE: 
 
- either the SDC has a first-hand contractual relationship with (a) private sector partner(s); 
- or both the SDC and private sector partners are co-funding and co-steering. 
 

 The PSE RMP described in the previous pages applies fully as laid out in the PSE Handbook.  
 
INDIRECT PSE: 
 
- no stipulatory agreement exists between the SDC and (a) private sector partner(s); 
- but SDC’s direct contractual partner implements an intervention following a PSE modality / PSE 

format (second-level PSE); 
- and both the SDC and (a) private sector partner(s) are co-funding. 
 

Mandate 

 
 

Mandate to a 
non-private 
partner 

 
 

Mandate to a 
private partner 

 
 

 On request of the operational unit, the CEP mandates its backstoppers to conduct an eligibility 
check of the risk assessment process of the contractual partner against the SDC PSE RMP Phase 
1 as a benchmark. The result is a standardized report with recommendations. Duration: up to 4 
weeks. 


