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Glossary 

Bonded labour  - Bonded labour, also referred to as 

debt bondage or debt slavery is a person's pledge of 

their  labour or services as security for the repayment for 

a debt or other obligation. The services required to 

repay the debt may be undefined, and the services' 

duration may be undefined.  (Wikipedia)  

Business enabling e nvironment  - The business 

enabling environment (BEE) includes customs, laws, 

regulations, international trade agreements and public 

infrastructure and services that either facilitate or 

hinder the movement of a product or service along its 

value chain. At one end of the spectrum, conventions, 

treaties, agreements and market standards shape the 

global business enabling environment. The BEE at the 

national and local level encompasses policies, 

administrative procedures, enacted regulations and the 

state of public infrastructure and availability of public 

services. In addition to these more formal factors, social 

norm s, business culture and local expectations can be 

powerful aspects of the BEE.  

Conservation Agriculture  - Conservation 

Agriculture  is an approach to managing agro-

ecosystems for improved and sustained productivity, 

increased profits and food security whil e preserving and 

enhancing the resource base and the environment 

(FAO) 

 
Civil Society  - ñThe Civil Society Policy defines civil 

society as the arena between the state, the market and 

the family/household in which people can debate and 

take individual and collective action to promote change 

or issues of shared interest. This includes civil society in 

all its forms ï civil society organisations (CSOs), 

community based organisations, community groups, 

trade unions, business associations, cooperatives, faith-

based organisations, informal groups (without boards 

and formal constitutions), social movements, including 

online activists, academia, think tanks, international 

non-governmental organisations and media.ò (MOFA 

2014, p. 6). 

Cross-cutting s ervices  - These include services such 

as transportation, technology and mobile phone 

services. Providers of these services often serve multiple 

sectors, although they might have specialized products 

and services for a given market or industry. 

 

 

Crowding in - Crowding in refers to government 

agencies, civil society organizations, or enterprises at 

levels other than the target level copying or changing 

their behaviour to those that others directly involved or 

affected by programme activities have adopted, or 

taking on a behaviour as a result of improved incentives 

and environment created (at least partly) by the 

programme.  

Demonstration e ffects - The effects on the 

behaviour of individuals or firms caused by observation 

of the actions of others and their consequences.   

Embedded services  - Services provided with the cost 

built into an existing commercial transaction. For 

example, technical instruction is provided by buyers as 

part of the product purchasing process.  

End markets  - Final consumers of a product or service 

that determine market demandðincluding price, 

quality, quantity and timing. An end market is where 

the end-user is located, meaning the individual or 

organization for whom the product or service has been 

created, and who is not expected to resell that product 

or service.   

Exit strategy - Making the withdrawal from the 

intervention as smooth ly and sustainably as possible.  

Facilitation - The attempt by development actors to 

catalyse change in the market system while not 

assuming any long-term market function the mselves. 

Their intervention role is temporary and catalytic.   

Financial  services  - Financial service providers 

include formal sources of financing, such as, banks, 

microfinance institutions, as well as informal sources of 

financing such as traders, family members to actors 

throughout the value chain.   

Horizontal l inkages - Market and non -market 

interactions and relationships between firms 

performing the same function (i.e., operating at the 

same level) in the value chain.  

Imitation indicators  - Indicators which measure the 

scale or breadth of program-supported behaviour 

change within a system. There are two prominent 

examples of imitation indicators - crowding in and 

copying.  
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Incentives  - Any factor that encourages, enables or 

motivates a particular course of action.  Incentives may 

be monetary (e.g., a higher price) or non-monetary 

(increased social capital, opportunity for future 

contracts, etc.).  

Inclusive market s ystem  - Market system that 

engages and benefits a range of actors including the 

poor, women, youth, ethnic minorities and/or other 

marginalized groups who are often excludedðor even 

exploitedðby traditional market systems.   

Leverage point - A point within the system, whether 

a key actor, policy or relationship, where a relatively 

small amount of  effort can be applied to create a 

significant change in the market system.  

Market system - Dynamic spaceðincorporating 

resources, roles, relationships, rules and results ðin 

which private and public actors  collaborate, coordinate 

and compete for the production, distribution and 

consumption of goods and services.  

Market systems development  - Approaches to 

poverty reduction based on the central idea that the 

poor are dependent on market systems for their 

livelihoods. Therefore changing those market systems 

to work more effectively and sustainably for the poor 

will improve their livelihoods and consequently reduce 

poverty.  

Micro and Small Enterprises (MSE)  - A 

microenterprise can be defined as a self-employed 

person or an enterprise with no more than 10 (or 

sometimes 5) employees, including the micro-

entrepreneur and any unpaid family workers. Small 

enterprises are often defined as having fewer than 20 

employees. While MSEs can be defined by their size, 

they are also often defined by their common needs, 

problems, constraints and development opportunities 

rather than number of employees.  

 

Social capital  - The level of trust and/or obligation 

generated by operating within the norms and networks 

that govern market and non-market interactions 

between people. 

 

 

Supporting m arkets  - Supporting markets offer 

products and services in support of a range of business 

functions to actors throughout a value chain. These can 

include financial services; cross-cutting services such as 

business consulting, legal advice and 

telecommunications; and sector-specific services, for 

example, irrigation equipment or handicraft design 

services. These services are essential for upgrading in 

value chains. 

Upgrading - Investments or innovations, made by 

firms, groups of firms or whole industries, that increase 

firm and/or value chain competitiveness, resulting in 

greater benefits. 

Value chain - Value chains encompass the full range 

of activities and services required to bring a product or 

service from its conception to sale in its final markets - 

whether local, national, regional or global. Value chains 

include input suppliers, producers, processors and 

buyers. They are supported by a range of technical, 

business and financial service providers. Value chains 

have both structural and dynamic components. The 

structure of the value chain influences the dynamics of 

firm behaviour and these dynamics influence how well 

the value chain performs.  

Value Chain approach  - A method of achieving 

economic growth and reducing poverty that focuses on 

linking micro and small enterprisesðincluding small -

scale farmersðinto local, regional and/o r global value 

chains, while ensuring an enabling environment and 

access to the resources needed to take advantage of and 

benefit from market opportunities. By transforming 

MSEsô relationships with buyers up the chain and input 

suppliers down the chain, as well as with support 

service providers, the approach ensures that the poor 

are included in economic growth strategies.  

Vertical l inkages - Market and non-market 

interactions and relationships between firms 

performing different functions (i.e., operating at 

different levels) in the value chain.  

Watch Dog - A group whose function it is to monitor 

the practices of companies providing a particular 

service or utility. Similar words are 

ombudsman, monitor , or inspector. (Google) 

 

 

http://apps.develebridge.net/amap/index.php/Value_Chain_Glossary:_Value_Chain


 

 

4 ·  

 

 

Overview of the Guide  

The following section outline s the purpose and the 

structure of the Guide. 

i. Purpose of the Guide 

This Guide aims to clarify how Danish NGOs can 

engage markets as part of their development strategies. 

It  serves as an overview of relevant market systems 

development strategies, principles and applications as 

seen from the perspective of the civil society in 

Denmark.  

The Guide seeks to clarify the role of the Danish civil 

society in the area of income generation and pro-poor 

growth based on existing policies and studies and 

particularly on the overall approach of market systems 

development, value chain development (VCD) and 

Making Markets Work For the Poor (M4P).  The Guide 

provides insights into ways that NGOs can ensure that 

working with the private secto r can indeed benefit the 

very poor, through a pro-poor market development 

perspective.  

ii. Structure of the  Guide 

The Guide is intended for non-government 

organizations (NGOs) and community -based 

organizations (CBOs) working in developing country 

contexts and International NGOs (INGOs) partnering 

and working with local NGOs and CBOs (referred to 

collectively as NGOs throughout the Guide).  

The Guide is divided into the following sections:  

Role of Danish NGOs 

The Guide starts by examining the Civil Society Policy of 

the Danish Ministry of Foreign Affairs , which forms the 

basis for public NGO financing in Denmark. Having 

assessed the role of NGOs in relation to markets in this 

context, the guide then moves on to look at the 

experiences of CISU, a membership-based agency 

administering Danida funding for smaller Danish 

NGOs. The section also discusses NGOôs 

conceptualization of their role in relation to markets. 

Further details on this matter are discussed in the 

annex section.  

Approaches to Market Development  

The Guide includes a brief discussion on the market 

development approach and refers to several analytical 

frameworks that are further explained in the annex.  On 

this basis, the guide expands on the opportunities for 

NGOs to support market development.  

Understanding the Poor  

The Guide provides an overview of the beneficiaries 

generally targeted by market development strategies.  

Principles  to Effective Market Development 

Strategies  

The Guide presents a list of key Principles . Readers can 

refer to these during project design, implementation 

and monitoring to obtain  guidance as to good market 

development practice. 

Guidelines  for Design & Implementa t ion  

Guidelines are intended to provide very practical 

guidance under each principle on how the principle  can 

be applied to project design and implementation. 

Several guidelines are provided for each of the 

principle .  

Case Examples 

Generic and specific examples of Danish NGO 

interventions are included throughout the Guide. The 

intervention strategies appearing in the examples 

explore a number of areas in which NGOs can work 

with private firms and small producers to strengthen 

market systems. 

Indicators  of Success 

The Guide includes examples of illustrative indicators 

applicable to NGOs implementing market development  

project activities.  

Tools & More Detailed Guides  

The Appendices contain several more detailed guides 

that can be used as tools by NGOs during design and 

implementation of activities.  

Resources 

Readers are encouraged to refer to the Resources 

section at the back of this Guide to obtain further tools 

and insights into specific approaches discussed in this 

Guide that they deem to be appropriate for greater 

exploration and application.  

Framework  

The Guide is built around a framework that can be used 

to understand the market actors and corresponding 

NGO roles. (See framework that follows.)  
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1.  Danish NGO Policy 

Framework   

This section provides an overview on recent Danish 

NGO policy developments of relevance to NGOs 

working in pro-poor economic development. The 

section also summarizes the experiences, perspectives 

and positions of the Danish NGO sector in this respect. 

(See Appendix I for further readings with detailed 

reference to various policy documents and NGO 

publications. ) 

1.1 The Civil Society Policy  

The overall message of Denmarkôs Development 

Cooperation Strategy, The Right to a Better Life,  is to 

fight  poverty with human rights and economic 

development. The Danish Human Rights Based 

Approach (HRBA) emphasizes the need for 

participation, non -discrimination, accountability and 

transparency. As civil society plays a critical role in the 

support of  basic human rights , Denmark has developed 

a Civil Society Policy which directs support to civil 

society across all cooperation modalities, not least the 

support to Danish civil society organisations. The Policy 

includes several sections discussing the role of civil 

society in relation to the private sector and the 

importance of new and innovative partnerships with the 

private sector. Recognizing that economic growth in 

developing countries has been the driving force behind 

poverty eradication in the past decade ï not 

development assistance ï the Policy calls for new 

partnerships among governments, business, and civil 

society, which can leverage resources and ensure scaling 

up of funds.  

The Civil Society Policy states that civil society can 

promote dialogue between social partners, develop new 

markets and business models in collaboration with 

businesses, and devise solutions capable of creating 

jobs, fostering growth and reducing poverty in the 

global South. In addition, civil society can play an 

important role in pr omoting Corporate Social 

Responsibility (CSR) (MOFA 2014, p.12).  

Civil Society Policy clearly emphasizes that fulfilling 

basic human rights to food, education, and health, etc., 

calls for overall structural change, including within 

market systems. The Policy does not limit itself to areas 

such as democratic structures and advocacy for public 

services. Instead, it also emphasizes the need to analyse 

the market context in which the poor are trapped and 

exploited and to understand and facilitate solutions to 

market inefficiencies such as a lack of market 

information, conflicts between market actors , such as 

buyers and producers, and lack of pro poor policies and 

infrastr ucture. The Civil Society Policy support ñcivil 

society engagement with duty bearers, including the 

efforts of civil society to enhance the responsiveness of 

duty bearers, the private sector and institutions of 

democratic control to the rights of the poor and 

excluded.ò(MOFA 2014, p. 8) 

The Policy is recognizing the growing size and influence 

of the Southern civil society and Southern market actors 

on the development agenda, and that the power 

relationship between North and South partners is 

changing. This strongly influences development 

financing and implementation strategies with changes 

to traditional North -South relationships and poverty-

alleviation opportunities. The future role of Northern 

partners, therefore, needs to be more as facilitators, 

networkers, conveners and innovators (MOFA 2014, p. 

13).  There is a need for thorough context and 

stakeholder analysis, identifying what hinders and 

drives change in a particular situation. On this basis 

development actors need to carefully develop a Theory 

of Change that pinpoints how they can facilitate and 

influence a positive change (MOFA 2014, p. 15).   

More recently, Denmark has integrated its policy on 

trade and development and the Minister of 

Development now holds the position of Minister of 

Trade and Development. Generally, the aim is to 

promote a common agenda across policy areas in the 

fight against poverty. In this policy integration, trade 

and access to global markets is seen as crucial for the 

generation of jobs and economic development in 

developing countries.  This trend has fostered an 

increasingly positive debate in the Danish NGO 

environment on the role of the private sector in 

development aid.  

CISU, a Danish umbrella organization with 250 

members, which administers Danida funding under the 

Civil  Society Policy on behalf of Danida, conducted a 

study in 2012, which concludes that civil society and the 

private sector have different roles and that civil  society 

reaches beyond the private sector and has a capacity to 

build on the local context. The study encourages civil 

society to look for synergies and collaboration with the 

private sector and to take the role as ñwatchdogò to 

ensure a just and enabling environment for the 
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enterprising poor. The study  concludes that CISU 

should play a role in buildin g the capacity of civil society 

for  access-to-markets and market development 

approaches. (CISU 2012) 

1.2. NGO Perspectives 

A study among Danish NGOs showed that a significant 

proportion of Danish NGOs allocate substantial budget 

for activities that seek to promote growth and 

employment in developing countries (NGO Forum 

2012). Danish NGOs strongly believe that there is a 

growing trend for private sector orientation i n the NGO 

environment and that  Danish NGOs should do more to 

prioritize gr owth and jobs and to seek business 

partnerships . Danish NGOs, however, are less clear 

about this technical area and market knowledge and 

business development is often far from their 

competence. Danish companies are interested in CSR 

and sustainable growth, but have difficulties integrating 

the social dimension in the south. Danish NGOs often 

appear to have challenges in cooperation with 

companies due to divergent objectives. Few Danish 

NGOs play an active role as a watchdog and advocate 

for responsible framework cond itions and sustainable 

growth models. 

A group of Danish NGOs developed an instrumental 

model that clarifies and unpacks the Danish Civil 

Society Strategy (Fagligt Fokus 2012).  ñThe Change 

Triangleò (see below), focuses on the relationships 

between strategic services, capacity development and 

advocacy in the planning, implementation and 

moni toring of development projects.  

In line with the global changes in development 

strategies, Danish NGOs believe that there is a growing 

importance on the private sector in relation to all three 

aspects of the Change Triangle (NGO Forum Position 

Paper 2013). It is the clear observation that, in order to 

remain relevant and exert influen ce NGOs both need to 

sharpen agendas and priorities and engage new actors, 

such as local private enterprises and international 

corporations. It is the position of Danish NGOs that 

they need to ñwork with private sector stakeholders - as 

an opportunity for reaching the marginalized people 

and in order to hold private sector actors accountable 

for  delivering services which are inclusive, non-

discriminating and of good standard.ò In addition, it is 

the position of Danish NGOs that civil society should 

find ways of supporting social businesses entities that 

has become a growing trend bringing new dimensions 

to HRBA and new ways to organise bottom-up 

development. (NGO Forum 2013) 

The focus on advocacy in the Change Triangle as a way 

to ensure that long term structural change for the 

benefit of the poor is indeed not only about the 

promotion of public sector policies and services for the 

benefit of rights holders , but equally about the 

promotion of an enabling environment with access to 

private sector resources and opportunities for the 

benefit of right holders. NGOs therefore need to work 

extensively with private sector actors from associations 

of small farmers and women self-help groups to larger 

buyers, transporters, input suppliers and Danish 

importers.   

Diagram: The Change Triangle  
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2.  Pro-Poor Market 

Development  

The last few years have seen a rapid increase in interest 

around market development and private sector 

approaches that benefit the poor.   

A number of leading international NGOs, government 

and UN agencies are promoting the facilitation of pro 

poor market development strategies.  The Danish NGO 

Forum's study on growth and employment highlights 

increasing international experience amongst NGOs with 

market-based approaches to development. Pro-poor 

market development approaches, such as óMaking 

Markets Work for the Poorô (M4P), Value Chain 

Development, and Market Systems Development, and, 

have wide international support from donors, including 

Danida, through The Donor Committee for Enterprise 

Development (DCED).  

2.1 Market Development Approach 

Markets are especially important to the poor ï who 

have weaker informal networks and fewer links to 

government patronage. Markets provide a direct way 

for everyone to participate in economic activity.  As 

shown in the Inclusive Business Model diagram, well 

functioning markets comprise capable farmers, willing 

buyers, and a supportive enabling environment. These 

factors allow for new business models for sustained 

trading relationships.  The Inclusive Business Model 

explains that linking smallholders with mode rn markets 

is not only a matter of strengthening farmersô skills and 

capacities to become better business partners. Rather, 

this also requires the private sector (including small, 

local enterprises) to adjust their  business practices to 

smallholdersô needs and conditions to stimulate 

sustainable trading relationships. A combination of 

sound public policies and donor support can contribute 

to an enabling environment  that supports these 

linkages. Capable farmers and willing buyers, together 

with an enabling environment can establish trading 

relationships that are both durable and profitable for 

both farmers and buyers. (International Center for 

Tropical Agriculture (CIAT))  

The central idea in undertaking a market development 

approach is that the poor are dependent on market 

systems for their livelihoods. Therefore changing those 

market systems to work more effectively and 

sustainably for the poor will improve their livelihoods 

and consequently reduce poverty. More accessible and 

competitive markets enable poor people to find their 

own way out of poverty by providing more real choices 

and opportunities. Markets that function well have 

wider economic benefits too. They stimulate investment 

and encourage firms to innovate, reduce costs and 

provide better quality jo bs, goods and services to more 

people. The involvement of poor people in economic 

growth is the best way to get people out of poverty and 

represents the exit strategy for aid.  (Springfield, 2008)  

Pro-poor market development seeks to change the way 

that markets work, so that poor people are included in 

the benefits of growth and economic development, 

creating large-scale, lasting benefits for poor people. 

Pro-poor market development aims to create more 

inclusive and competitive economies ï enabling poor 

people to benefit from expanded access to basic 

services, more reliable incomes, better jobs or more 

affordable consumer products. (BEAM 2014) 

Among donors and their implementing partners, there 

is a new appreciation of the importance and role of 

market systems in reducing poverty.  

Denmark Case Example:  

CARE Denmark supports market systems 

development strategies, with a theory of change 

that explains: òSustainable markets which serve 

the poor can help increase  food security and 

fulfil the right to adequate food and other  

human rights for small -scale producers and 

labourers. The globalization  of food and supply 

Diagram: Inclusive Business Model  
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chains can be favourable  for  those who manage 

to link into the chain, and unfavourable  for  

those, who are left out. Unfair competition, 

high product standards  coupled with low risk -

willingness on the side of investors,  and 

exploi tation of labour can push small -scale 

producers out  of the new markets. As decision -

makers are increasingly turning  to markets as a 

tool to reduce poverty, it becomes critical  to 

demonstrate new and sustainable solutions, 

which benefit  small-scale producers and 

labourers, and to monitor and promote  human 

rights and environmental standards. ó 

 

The Springfield Institute in the United Ki ngdom has 

been a long-standing proponent of market development 

approaches, recognizing that economic growth, as one 

of the most important contributor s to poverty 

reduction,  and expanded access are critical factors in 

developing competitive and inclusive economies. These, 

in turn, require (i) markets for goods, services and 

commodities that operate effectively for everyone but 

especially the poor as consumers, producers or 

employees, and (ii) basic services ï for example such as 

education, health and water ï that can build peopleôs 

capacities to escape poverty.  (Springfield, 2008)  

Market development approaches identify and respond 

to root causes of market failure ï not just symptoms. 

They focus on interventions that modify the incentives 

and behaviour of businesses and other market players ï 

public, private, formal and informal ï to ensure lasting 

and large-scale beneficial change. (BEAM 2014)  Market 

development approaches recognize that markets are 

complex, continuously changing systems, which 

comprise of multiple value chains, households and 

cross-cutting markets .   

Market systems approaches seek to address the specific 

and unique underlying causes of poor performance in 

particular industries or sub -sectors.  By stimulating 

changes in the rules, relationships, barriers and 

incentives that affect how public and private actors 

behave, they can help important market functions to be 

performed more effectively. If successful, this improves 

the whole market system ï enabling multiple 

businesses to innovate, grow, reach out and serve wider 

populations.ò  (BEAM, 2014) 

A market development approach aims to ñalign the 

policy objectives of a programme's intervention with the 

private incentives and capabilities of the key actors in 

the system. é By addressing the causes of market 

failure in this way, a market systems approach ensures 

that the social and economic benefits for poor people 

last far beyond the period of intervention.ò (BEAM, 

2014)  

The approach recognizes that donor funding can have a 

powerful yet temporary influence on behaviours and 

roles. To succeed, market systems approaches must 

ensure that desired behaviour changes reflect the 

genuine incentives and capabilities of permanent 

players in the market, who will uphold these changes in 

the long-term.  

2.2 Analytical Frameworks 

Several frameworks and approaches have emerged to 

support market systems development strategies. The 

field is dominated by three approaches: the value chain 

approach, The Making Markets Work For the Poor 

(M4P) approach, and, most recently, the Market 

Systems Development approach. (See Annex for more 

detail on each approach.) In addition, there are subtle 

variations of these adopted by organizations, including 

UNDP's Growing Inclusive Markets, the IADB's 

Opportunities for the Majority , Practical Actionôs 

Participatory Market System Development (PMSD) 

approach, and the IFC's Next Four Billion . Amongst the 

private sector, there is growing interest in social 

investment, sustainable business practices, fair trade 

and engaging with the Base of the (Economic) Pyramid.  

The M4P Approach build on rights -based obligations. A 

rights -based approach creates a moral and legal climate 

to force change. M4P builds on this by considering how 

obligations will be met if, for example, government or 

other entities cannot deliver directly.  Donors, NGOs 

and other development organizations are starting to 

align more closely in terms of approaches. ñAlthough 

terminology and emphasis may differ, all of the 

approaches see a market-based economic engagement 

with the poor as essential for sustainable 

development." (Springfield, 2008)   The rubric ómarket 

systems developmentô is becoming more commonly 

accepted terminology across donors and their 

implementing partners .   

The óEvolution of the Approachesô diagram summarizes 

the evolution of various approaches to supporting 

market development.  (Adapted from Centre for Global 
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Developmentôs óBehavioural Design A New Approach 

to Developmentô Policy Paper.)   

2.3 Opportunity for NGOs to 

support market development  

Studies of Danish NGOs promoting income generation 

and pro-poor growth highlight that there is a 

widespread uncertainty about the role of NGOs in 

private sector development and the extent to which civil 

society strategy can allow NGOs to engage with market 

actors in their efforts to alleviate poverty (CISU 2012; 

NGO Forum 2012). There is often a sense that the 

private sector is a constraint to development rather than 

an ally in delivering sustainable development strategies 

and providing necessary source of income to the poor 

themselves.  

 

In t he new Policy for Danish Support to Civil Society, 

Danish NGOs are, however, encouraged to enter new 

types of partnerships that address the dynamic changes 

in developing country contexts, including the growing 

potential of the local private sector in tackling 

development issues.  

 

Market development approaches highlight that the poor  

depend on market systems for their survival. By 

understanding why market systems fail to include the 

poor or extend equitable benefits to the poor, NGOs can 

facilitate structural improvements in market conditions 

and thereby help to ensure sustainable change to the 

livelihoods of the poor.  

Markets are traditionally seen as being commercial and 

the domain of private providers and basic services are 

traditionally seen as primarily the domain of 

government. However, recent trends and major changes 

in economic thinking have allowed a more nuanced and 

realistic view to emerge, which recognises that they 

have common characteristics. Both are multi-

functional; they require a mixture of different functions 

to be undertaken such as regulation, information and 

delivery. Both are multi -player; they require a range of 

public and private players. (Springfield, 2008)  

Case Example:   

Dutch Sustainable Trade Initiative (IDH) has 

been supported substantially by Danida since 

2007. IDH works to strengthen sustainable value 

chains and promotes public private partnerships 

including civil society, government bodies, 

knowledge institutes, private sector companies, 

financial institutions, and other interest groups. 

The objective is to strengthen sustainable 

production  as an economic viable business 

strategy that addresses challenges such as 

poverty reduction,  labor conditions and 

environmental challenges in  value chains. 

(www.idhsustainabletrade.com/ ) 

 

Civil society, with the agenda to foster pro poor 

economic development, can play an important role in 

the development of market systems. NGOs have 

important knowledge of the social conditions and 

barriers of entry that limits the integration of small 

producers in global value chains. NGOs, therefore, have 

highly valuable and complementary capacities when 

working for economic development. Together with 

business providers interested in social or environmental 

objectives in strategic value chain interventions, NGOs 

can help develop sustainable pro-poor business models.  

The Danish Civil Society Policy supports the changing 

role of civil society in supporting more of a market 

development approach and working more closely with 

the private sector. In recent years, the private sector has 

made an increasingly positive contribution to the 

livel ihoods of the poor, not least through their 

interaction as suppliers of inputs and buyers of outputs 

from small -scale producers in low-income markets. 

NGOs are increasingly seeking to influence private 

sector actors and trying to find partners with whom 

they can co-create sustainable business models.  

Case Example:   

Solidaridad, an international civil society 

organisation in Holland, brings together the 

private sector and other supply chain actors and 

engages them in innovative solutions to improve 

producti on, ensuring the transition to a 

sustainable and inclusive economy. 

(www.solidaridadnetwork.org)  

 

The Civil Society Policy states that civil society can 

promote dialogue between social partners, develop new 

markets and business models in collaboration with  

businesses, and devise solutions capable of creating 

jobs, fostering growth and reducing poverty in the 

global South. 
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Many NGOs are reticent to work more closely with the 

private sector as this is perceived to be supporting big 

business to benefit the poor. It is helpful for NGOs to 

recognize that reference to the private sector, 

businesses or firms refers to many levels and sizes of 

business.  

In much the same way as NGOs and 
governments support and work through 
local microfinance institutions, the privat e 
sector entities providing non -financial 
business development services need to be 
strengthened in order to provide 
sustainable, accessible and affordable 
services to the poor.  

 

Examples of smaller, local private sector players that 

could form more comfortable development partners 

are: independent trainers and consultants providing 

services to the poor; micro and small input distributers 

in rural areas operating out of road side shacks or small 

buildings; small village radio stations; individual tractor 

drivers or spray service providers travelling long 

distances to provide services to farmers as their only 

source of livelihood; local kiosks providing goods to 

farmers and households; informal traders or small -scale 

buyers, and local micro-franchise facilities.  In addition 

to these private sector entities, public and educational 

institutes can often complement and support the work 

of the private sector less directly. Examples include: 

research institutes supporting appropriate product 

development in the private sector; or consumer 

protection associations supporting appropriate 

channels to report and mediate the private sector. Any 

reference to the private sector, firms or businesses 

therefore also refers to these types of smaller, local 

entities, which often provide good opportunities for 

NGOs to work with to improve service delivery for the 

poor. 

Donors are increasingly recognizing the challenges of 

direct delivery approaches and the growing 

opportunities to impact poverty reduction by working 

through the private  sector (including the smaller, local 

private enterprises described above). DFID  has funded 

several studies through the Springfield Institute in the 

United Kingdom. Studies show that practitionersô 

instinct s have been to ask the question ñwhat problems 

do businesses have and how can I solve them?ò and not 

to ask the more relevant systemic questions: ñwhy isnôt 

the market environment providing solutions?ò to these 

and ñHow can I address the constraints that prevent it 

from effectively doing so?ò  

Civil society organizations are contributing to poverty -

oriented growth in a number of different ways. This 

draws on a tradition of combining different approaches 

to development ï i.e. a rights -based approach with 

growth for the target group, and a capacity building 

approach with supporting growth for local cooperatives.  

In some cases, organizations are partnering with the 

private sector directly, while in other cases, NGOs are 

playing more of an advocacy role to impact widespread 

improvements and change, or indeed, a combination of 

the two. 

  


