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Executive Summary 
This research deals with the development cooperation policy of the Dutch government, and more 

specifically with the ambition to involve the private sector in this policy to a greater extent. When the 

government administration of Rutte came into office, drastic changes with regard to development 

cooperation policy were announced. Most significant of these were big budget cuts, a refocus of the 

development cooperation to a smaller number of recipient countries and themes, and more emphasis 

for the private sector. 

This research tries to improve policy by highlighting potential problems and the reasons for them 

occurring as a result of a private sector-driven development cooperation, which leads to the following 

research question: 

Which problems and pitfalls are likely to emerge as a result of the policy change of the Dutch 

government and how do they influence the effectiveness of development cooperation? 

Research Approach and Framework 

The decision to increase the emphasis on the private sector in the development cooperation policy 

seemed to be a very rational decision, based on assumptions that in a free market, private firms are 

best suited to implement development projects in the most efficient way. Because of the rationality 

notion, we need a framework which assumes rationality among actors. The problems and pitfalls 

which could emerge can be of a very divergent nature, which shows that we need a framework which 

can also incorporate multiple areas of research. 

The Institutional Analysis and Development (IAD) framework assumes rationality and includes many 

different types of research in its analysis. This framework focuses on the way actors interact in their 

context, and the manners in which they use evaluative criteria to evaluate outcomes of this interaction 

process. All these mentioned entities can produce or have influence on institutions and incentives, and 

can also be influenced by them. Institutions are systems of established and embedded social rules that 

structure social interaction, and incentives are factors which motive people to take a particular action.  

The framework is geared towards investigating interactions resulting from a certain policy 

implemented by a government. Since interactions are quite project-specific in development aid, it is 

difficult to apply the IAD framework directly to the case of private sector-driven development 

cooperation. Instead, this framework is applied to specific already existing instruments which are in 

line with the private sector-driven development policy which the government supports. The idea is 

that with a private sector-driven development cooperation policy, these types of instruments are 

expected to increase in number and in importance in the future. The conclusions from these 

instruments in combination with a speculative macro analysis of private sector-driven development 

policy are used to provide an answer for the research question. 

Data Collection 

The data for this research was obtained from literature, through interviews with actors participating in 

the instruments and interviews with experts which had an overview over the Dutch development 

cooperation policy. In total, eight interviews were conducted for this research. Also, two workshops 

organized for Dutch firms interested in investing in renewable energy projects in developing and 

transitional economies provided input for this research. Furthermore, a database with Dutch firms 

interested in investing in renewable energy projects in developing countries was produced and used. 
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Analysis and Conclusions 

Before conducting the analysis, development cooperation instruments had to be chosen which reflect 

private sector-driven policy. Since this research focuses on the theme of renewable energy, the Import 

Sustainable Biomass Fund (DBI), the Global Sustainable Biomass Fund (DBM) and the Match 

Making Facility (MMF) were chosen for this analysis. In the analysis, it became apparent that the way 

in which the instruments were organized had much influence on the interactions among actors. For 

example, the focusing of the DBI program on the imports of biomass led to powerful positions of the 

purchasers of the produced biomass and concerns with regard to the local embedding of the projects 

in the developing countries. In the DBM program this embedding was much better, which could be 

partly attributed to the obligation to involve a local applicant from the recipient country in the 

consortium. In general, potential problems were bigger with the DBI instrument, which focused more 

on commercial interests than the DBM program. The MMF was mostly geared towards a merely 

facilitating role of the government and maximum firm involvement because its purpose was only to 

‘match’ firms from developing countries with potential Dutch partners. This makes it very unclear 

whether and how the MMF contributes to developmental targets. 

General conclusions about the main research question are that information asymmetry among actors 

situated in the Netherlands and actors in the recipient country could increase. Also, the price the 

Dutch government pays for development aid might increase with private sector-driven development 

cooperation, unless firms are only matched as in the case of the MMF. A lack of social embedding of 

projects should be prevented and local involvement in recipient countries should be stimulated. The 

most important conclusion is perhaps that there exist many ‘negative externalities’ which are 

associated with private sector-driven development cooperation. These negative externalities can best 

be prevented by government intervention. An example of such an externality is the potential neglect 

of the interests of recipients by Dutch firms with interests in profit. Furthermore, it is questioned 

whether Dutch small and medium enterprises would invest in developing countries at all without 

assistance of the Dutch government. All the problems identified are expected to be obstacles for the 

effectiveness of development cooperation. 

Recommendations 

Recommendations that come out of the results of this analysis are aimed at NL Agency and the next 

(future) government administration of the Netherlands. For NL Agency, it is important that they are 

aware of information asymmetries which occur in their interactions with applicants and make sure this 

asymmetry is minimized. Also, they should remain flexible with regard to individual projects and 

increase their knowledge about biomass. Furthermore, continuity of projects and commitment of 

actors should be arranged in a better way to prevent projects from discontinuing or failing as a result 

of opportunistic actor behavior and to improve effectiveness of these development cooperation 

projects. 

For the next government administration of the Netherlands, it is vital that they are realistic with regard 

to their policy and that they do not promise a great deal of private sector involvement in development 

cooperation without implementing this, as the current government has done. Also, corporate social 

responsibility should be regulated and formalized in order to protect against excesses, and local 

applicants should be included in applying consortia for project to improve local embedding and 

reduce information asymmetry. Furthermore, ways to prevent a race to the bottom with regard to 

sustainability criteria of biomass certificates should be investigated. Also, the MMF should be 

(re)defined with regard to its targets for development. 



vii 

 

It is clear that these recommendations are a variety of very different advice, which stems from the fact 

that the IAD framework is so multi-oriented and incorporates many types of research. Development 

cooperation policy is a topic which is very multi-facetted and has many results which vary to a great 

extent. As such, the IAD framework has been very useful in sketching the contours of policy, while 

still allowing for more in-depth excursions. 
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1. Introduction 
In November 2010, the Dutch Minister of Foreign Affairs U. Rosenthal wrote his ‘Basisbrief 

Ontwikkelingssamenwerking’, in which he announced a major change in the nature of Dutch 

development assistance. This document was based on earlier research of the ‘Scientific Council for 

Government Policy’ (Wetenschappelijke Raad voor het Regeringsbeleid), which did a number of 

policy recommendations in the area of development aid. One of the most radical changes in the 

Basisbrief with regard to previous policy is the increased focus on investments of Dutch firms in 

developing countries instead of grants by the Dutch government. This development was a reason for 

the department of ‘Energie & Klimaat Mondiaal’ of NL Agency to start an internal project called 

‘private sector and development cooperation’ in which was investigated which Dutch firms were 

interested in investing in renewable energy in developing countries. Also, workshops aimed at 

investing in renewable energy in specific countries were organized. With these workshops, NL 

Agency tried to contribute to a broader knowledge by Dutch firms with regard to investing in 

renewable energy in these economies. Also, these workshops and a database listing Dutch companies 

interested in investing in renewable energy in developing and transitional economies provide much 

input for analysis of opportunities and obstructions for investing in renewable energy in these 

economies by Dutch firms. 

Main Research Question 

Although mentioned Dutch government documents do not state the exact nature of different possible 

policy measures which could be taken in order to achieve a bigger focus on Dutch firms in 

development assistance, such a policy change will reshape the way in which different actors related to 

development assistance interact. An important question is how this change in policy will influence the 

effectiveness of Dutch development assistance. This perception of effectiveness is dramatically 

different among different actors. This is also reflected by the different nature of government-led and 

firm-led investment in projects beneficial for development. For example, most firms are profit-

seeking and relatively risk-averse and deter from investing in risky pilot projects. On the other hand, 

the focus on profitability by firms safeguards the financial sustainability of development projects, and 

can prevent situations like ‘aid addiction’ by governments of developing countries. But to complicate 

this matter further, intermingling of commercial and humanitarian targets could arguably lead to a 

subordination of the second. Also it should be guarded for that development aid does not merely 

become the ‘supporting of Dutch firms abroad’. Clearly a shift of development aid from government-

led to private sector-driven has many pros, cons, and unintended, indirect and problematic effects, and 

thus gives room for a wide public debate. 

Since the Dutch government was the one to come up with the policy change, it is most interesting to 

investigate if the proposed policy change contributes to their definition of effectiveness. Because the 

Dutch government is part of Dutch society and involved in the public debate about development aid, 

this research tries to contribute to this debate in a scientific way. 

This leads to the main research question of this report: 

Which problems and pitfalls are likely to emerge as a result of the policy change of the Dutch 

government and how do they influence the effectiveness of development cooperation? 
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Methodology and Choice of Framework 

This new policy would mean a very liberal shift compared to previous development policy. The focus 

on economic development and the interests of Dutch firms can be considered to be quite a neoliberal 

approach. To investigate whether this type of new policy could be effective, it is very important to 

consider aspects like incentive structures, ownership aspects and information networks. Since the 

approach of the Dutch government focuses on neoliberal aspects, it would make sense for them to get 

these aspects right. A suitable analytical framework is needed for this type of research. This should be 

a framework which joins different theories which rely on rational choice, like incentive analysis, 

asymmetric information, principal-agent theory and ownership aspects. Also actor interactions are 

very important in the setup of such policy. 

The complex interaction of actors in their environment and the way outcomes are achieved in 

interaction can be modeled using the Institutional Analysis and Development framework. This 

framework tries to structure the environmental forces, actor characteristics and incentives in order to 

investigate in which way all of these factors interact and lead to a particular outcome. The framework 

was developed for the Workshop in Political Theory and Policy Analysis at Indiana University 

founded in 1973, and since then scholars affiliated with it have contributed to the tool of IAD and 

improved it (Gibson et al., 2005). 

The IAD framework is applied to the case of the Dutch development assistance policy to investigate 

in which way this policy is likely to change the outlook of the model (which actors are involved, what 

are their incentives and how does the environment look like), and how this affects the outcome. This 

means that it incorporates an expected projection of how interactions are affected by the policy 

change. 

Using the IAD framework, different actors, external forces and incentive structures are identified for 

the case of private sector-driven development assistance. Input for this analysis is obtained from 

literature, monitoring of specific development projects at NL Agency, a database of Dutch firms 

interested in investing in renewable energy in developing and transitional economies and information 

from the workshops organized for these Dutch firms, complemented with in-depth interviews with 

different actors in instruments and experts on the topic of development aid policy. 

In the IAD analysis, emphasis is on interactions which are ‘new’ and resulting from the policy shift of 

the Dutch government. Also, the new policy model is compared to the old model for Dutch 

development aid. This leads to conclusions concerning the likely effectiveness of the new model of 

Dutch development aid. 

IAD does not measure effectiveness of policy, but it can be used to identify potentially problematic 

interconnections among actors, incentives, asymmetry of information and other possible problems. 

Using this framework, the severity of problematic interactions resulting from the adoption of a new 

type of policy can be used as an indication of the potential effectiveness of this policy. 

Institutional Analysis and Development has often been used to evaluate policy outcomes after 

outcomes were known, thus in an ex post way. To use the framework ex ante has not been done as 

often, at least as far as available literature suggests. Gibson et al. (2005) did design many questions 

which have to be taken into account when designing policy in order to increase the chances that 

problems where IAD focuses on can be prevented. In the case of the new Dutch development policy 

not many practical implications or regulations of the private sector-driven part of the policy are 



3 

 

known, let alone their outcomes. To do an analysis in such an ex ante manner, the IAD framework 

might need adjustments or restructuring. 

An additional difficulty in applying the IAD framework is that this framework is usually used to 

analyze quite specific cases, instead of a more broad policy direction. This is not possible here, since 

specific cases of the new private sector-driven policy have not been rolled out to such an extent that 

they can be analyzed. Using the framework ex ante also brings along the difficulty that practical 

implications of the policy which is analyzed are not clear yet. This is one of the limitations of this 

research; since practical policy measures resulting from the shift are not clear yet it can be difficult 

applying the framework. To make the research doable, it has been chosen to – instead of relying on 

broad policy directions – choose practical policy instruments which already exist. These instruments 

are the Global Sustainable Biomass Fund, the Import Sustainable Biomass Fund and the Match 

Making Facility. The general implications of the likely effectiveness of these three instruments are 

analyzed using the framework. Then it is speculated at what will happen to the effectiveness of the aid 

when such types of private sector-driven aid instruments are used more in the current and future 

policy. 

Sub Questions and Structuring 

The structuring of this research goes hand in hand with the sub questions which have to lead to an 

answer to the main research question what consequences the policy change of the Dutch government 

regarding the private sector involvement in development assistance is likely to have for the 

effectiveness of this assistance. 

To answer the research question, aid effectiveness should be defined and it should be made clear how 

this definition is used in this research. This is done at the beginning of chapter 2. 

1. How should ‘aid effectiveness’ be understood and be operationalized in line with the Dutch 

government’s new policy thinking? 

 

Also, it is crucial to identify the specific changes of the current Dutch administration with regard to 

development cooperation policy. Also, they have to be compared to the past in order to determine to 

what extent they really differ from past policy. Furthermore, this policy is compared with 

development cooperation policy in other national governments. The next question is also answered in 

chapter 2 of this report.  

2. In what way is Dutch development aid policy going to change and how does this relate to 

broader changes in paradigms related to development cooperation, including changes in aid 

policy by other national governments? 

 

In the 3
rh
 chapter, the already mentioned IAD framework is introduced and it is explained how it is 

applied to the case of Dutch development assistance policy. A speculative analysis of the effects of a 

shift to a more private sector-driven type of development cooperation is conducted. 

3. Which changes in institutions, incentives, actors and external forces can be identified as a 

result of the shift of the policy in the direction of private sector-driven aid and how are they 

likely to influence the effectiveness of development cooperation? 
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In chapter 4, the framework is applied to three specific current policy instruments which are already in 

line with the private sector-driven development cooperation policy which the government supports. 

This provides empirical information which is used to answer the following sub question. 

 

4. Which institutions, incentives, actors and external forces can be identified in already existing 

instruments which are in line with private sector-driven development cooperation and what 

can we conclude from this constellation in terms of influence on the effectiveness of 

development cooperation?  
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Finally, in chapter 5 the findings from these sub questions are combined and analyzed in order to 

come up with an answer to the main research question of this report. 

Which problems and pitfalls can be expected to emerge as a result of the policy change of 

the Dutch government and how are they likely to influence the effectiveness of development 

cooperation? 

The synergy among the last 3 questions should be clear. In sub question 3, the IAD framework is used 

to speculate about the effects of a shift to private sector-driven development cooperation. This is quite 

a macro analysis and does not deal with specific instruments. In sub question 4, specific instruments 

are analyzed with the IAD framework and sub conclusions about these instruments are drawn. The 

idea behind this is that, when the government is really implementing this private sector-driven 

approach, these types of instruments are likely to become more numerous and important in the future. 

In the main research question, these two preceding questions are combined and used in order to draw 

more general conclusions about a shift to a more private sector-driven development cooperation 

policy. This synergy is depicted in the figure below. 

Which changes in institutions, incentives, actors and external forces can be identified 

as a result of the shift of the policy in the direction of private sector-driven aid and 

how are they likely to influence the effectiveness of development cooperation?

Which institutions, incentives, actors and external forces can be identified in already 

existing instruments which are in line with private sector-driven development 

cooperation and what can we conclude from this constellation in terms of influence on 

the effectiveness of development cooperation?

Which problems and pitfalls can be expected to emerge as a result of the policy 

change of the Dutch government and how are they likely to influence the 

effectiveness of development cooperation?

Sub 

Question  

3

Sub 

Question  

4

Main 

Research 

Question

Speculative analysis 

based on the macro 

shift of policy

Empirical analysis 

based on three 

current instruments

Synergetic         

view

 

Figure 1: Synergy among sub questions and main research question 

 

For this research, literature studies were done and interviews were conducted. These interviews have 

been conducted with people working at actors active in the instruments discussed, such as private 

firms, NGOs, Ministries and NL Agency. Also, experts who have an overview on Dutch development 

cooperation policy were interviewed. Furthermore, a series of workshops for Dutch firms interested in 

investing in renewable energy projects in developing countries were organized and a database was 

made of Dutch firms interested at investing in renewable energy projects in developing and 

transitional economies. 
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2. Dutch Aid Policy 
In this chapter, first the term ‘effectiveness’ is defined and it is stated how it will be used in this 

report, as asked in sub question 1. After this, main changes in the Dutch development cooperation 

policy are investigated. Two sources are of particular importance are: A Report of the Scientific 

Council for Government Policy (Wetenschappelijke Raad voor het Regeringsbeleid, 2010), and the 

Basisbrief Ontwikkelingssamenwerking (Rosenthal, 2010). Furthermore, the interaction of this policy 

with previous Dutch development cooperation policy is discussed, and subsequently the policy 

direction of other national governments with regard to private sector-involvement in development 

cooperation is highlighted. Then, information obtained in interviews about this topic is presented. 

This chapter ends with a discussion. The information in this chapter is also used to answer sub 

question 2; which deals with investigation about the way in which the Dutch development cooperation 

policy is going to change, and the ways how this relates to broader changes in paradigms related to 

development cooperation. With the term ‘paradigms’ in this question is meant the overarching 

‘movements’ of the development cooperation thinking and practices. Neoliberalism is an example of 

such a paradigm which has much influence on current development cooperation practices.  

On the 26
th
 of November 2010, the Dutch Minister of Foreign Affairs Uri Rosenthal presented his 

‘Basisbrief Ontwikkelingssamenwerking’, in which he announced a major change in the nature of 

Dutch development assistance. This letter was actually written by Ben Knapen, the State Secretary of 

Development Cooperation, on behalf of Rosenthal. An increased focus on investments of Dutch firms 

in developing countries instead of grants by the Dutch government appeared to be one of the most 

radical changes with regard to previous policy. (Rosenthal, 2010) This document was based on earlier 

research of the ‘Scientific Council for Government Policy’ (Wetenschappelijke Raad voor het 

Regeringsbeleid, WRR), which did a number of policy recommendations in the area of development 

aid (Wetenschappelijke Raad voor het Regeringsbeleid, 2010). 

Aid Effectiveness 

To answer the research question put forward in chapter 1 of this report, first the effectiveness of 

development assistance has to be defined. Since the Dutch government was the one to come up with 

the policy change, it is necessary and relevant to investigate if the proposed policy change is likely to 

contribute to aid effectiveness according to the Dutch government’s own definition. Their own 

definition of aid effectiveness will thus be used here to determine whether the policy change will be 

beneficial for achieving their own targets. This research question will be applied to instruments aimed 

at the topic of sustainable energy. 

In the ‘Basisbrief Ontwikkelingssamenwerking’ it becomes apparent that the Dutch government sees 

effective development aid as aid which reaches its developmental targets. The government puts a lot 

of emphasis on the visibility of aid and calls for a refocus of the targets. The WRR report speaks of 

three possible targets of aid; poverty reduction and improvement of living conditions, contribution to 

benevolent structural changes in developing countries, and contribution to global public goods. Of 

these three targets, according to the WRR the target to reduce poverty and improve living conditions 

especially needs to regain more emphasis. 

In this research, these outcomes are considered to be the outcomes of development policy as aspired 

by the Dutch government. Because no individual projects but instruments which are still running are 

analyzed, it is impossible to predict to what extent these targets are being reached with the 

instruments. This is thus not the focus of this research. The focus of this research is not on the 
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outcome, but on interactions and gaps resulting from the interaction process. Systematic gaps which 

are occurring during the interactions resulting from the instruments analyzed are highlighted and 

possible problems and pitfalls are identified. With these gaps and pitfalls identified, it is then shown 

how they are likely to have impact on the effectiveness of development assistance. 

Report of the Scientific Council for Government Policy 

This Scientific Council for Government Policy concluded in their report that the Netherlands should 

focus their development assistance on a smaller number of countries and topics. Regarding future 

developments, focus should be on countries in Sub-Saharan Africa and this choice of recipient 

countries should be based on three criteria; the need of a particular country for aid, the degree in 

which this aid is already taking place and the possible added value of aid from the Netherlands. 

Furthermore, the Council made the observation and was aware of it that much aid is not aimed at 

development, but used for other purposes. During the Cold War for instance, aid was often used to 

satisfy friendly regimes. At this moment, two thirds of Dutch aid is spent on the improvement of 

primary needs. This does not automatically lead to structural changes which improve growth and 

development. Also, the call for swift results obstructs investments which are focused on long-term 

results.  

The rule of thumb that 0.7 percent of the Dutch GDP (Gross Domestic Product) is spent on 

development assistance should also be rethought. It would be better to replace this value with a 

number which also reflects endeavors of the Netherlands in other areas which are relevant for 

development aid, such as the contribution to global public goods. 

Private sector investments in developing countries can lead to higher levels of efficiency, productivity 

and innovation. On the other hand, these activities might also generate or increase economic, 

environmental and social costs. About policy regarding the role of the private sector, the research does 

not go into too much detail. Sharpening of the instruments to invest in development projects should 

take place. These instruments should be more focused on the beneficial effects which these 

investments have on development of the recipient countries. It is a possibility to apply country-

specific instruments here, since every developing country obviously has its own most urgent needs for 

development. Existing programs, like the PSI (Private Sector Investment Program), the ORIO 

(Infrastructure for Development), and the MOL (Least Developed Countries, fund of the FMO 

targeted at SMEs investing in private or public-private infrastructure in developing countries) should 

be evaluated on the level of their impact on development. Also, corporate social responsibility should 

be supported and encouraged, and should be transparently reported by firms investing in developing 

countries (Wetenschappelijke Raad voor het Regeringsbeleid, 2010). 

Basisbrief Ontwikkelingssamenwerking 

After the government administration of Rutte I was installed, Minister of Foreign Affairs Uri 

Rosenthal presented the ‘Basisbrief Ontwikkelingssamenwerking’. This letter was based on the report 

by the Scientific Council of Government Policy, and it also reflects and implements quite some of 

their recommendations. This is not surprising, since Ben Knapen, former member of the Scientific 

Council for Government Policy is now the State Secretary of Development Cooperation in the 

incumbent government. Some of the recommendations of the Council are clearly reflected by 

measures taken by this government. For instance, the choice to heavily reduce the number of partner 

countries of the Netherlands is a measure which was explicitly proposed in the report. Development 

aid will have to become more economically oriented instead of targeted at basic needs. In the views 

put forward in the Basisbrief, improvement of living conditions in developing countries is something 
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which depends on economic growth. By stimulating the latter, also living conditions will be improved 

indirectly, the Basisbrief argues. Also, the broadening of the 0.7% of FDI definition for official 

development aid is also a recommendation which the Basisbrief follows, and it even goes far beyond 

it, since the government also includes international climate measures, a bigger part of the EU 

contribution, the voluntary return of refugees to their country of origin and even military missions in 

Afghanistan in this budget. 

According to the policy letter, effectiveness should be the most important criterion for development 

aid. Not only on the area of partner countries but also in the themes of development assistance there 

should be a specialization by the Dutch development cooperation policy. This choice of themes 

should rely on the relevance for development of the theme, Dutch strategic interests, and the 

competence of the Netherlands in these possible themes. Food and water are two themes which are 

put forward by these criteria, and have the added benefit that they are heavily reflected in different 

MDGs (Millennium Development Goals). Education and healthcare will be not priorities anymore for 

Dutch development aid, since the added value of Dutch development aid in these themes is not so big 

that it justifies continuation on the current scale. Although it is not mentioned explicitly in the 

document, the letter makes clear that energy is neither chosen as a priority theme anymore. 

For the supporting of the new economically oriented development aid, the role of the private sector 

should be emphasized, since this sector can play a major role in the stimulating of entrepreneurship in 

developing countries, and also firms have resources to invest in these economies, and a big pool of 

knowledge. Dutch bilateral development aid should also be aimed at the creation of an economic 

relation which is mutually beneficial. This not only serves the Dutch interests, it also makes sure that 

results of development projects and investments in development-related projects by the private sector 

will become more transparent. In specific, the private sector should be encouraged to cooperate in 

development assistance where they have a specific added value. Also, new PPPs (Public-Private 

Partnerships) will be initiated, with emphasis on aspired long-term economic benefits.  

NGO’s (Non-Governmental Organizations) which receive subsidy from the government should root 

in society and obtain a bigger part of their finances from other sources than the government. This 

measure both leads to more independency of these NGO’s, as to a reduction of the government 

expenditure (Rosenthal, 2010). 

These measures taken by the new Dutch government reflect the big budget cuts in the government 

budget. Not only in development cooperation but also in other departments there have been taken big 

steps to reduce the budget in order to be able to get the state debt under control. Some of the measures 

proposed by the Scientific Council for Government Policy have been used in such a way that they 

drastically reduce the budget needed for development aid. Examples are the reduction of the number 

of donor countries and the stronger specialization on specific themes. (Rosenthal, 2010) But also the 

bigger involvement of the private sector could both mean that less tax-raised money from the 

government would be needed for development aid, and that the Netherlands can also profit from 

development cooperation in a productive way. 

Interaction with Previous Policy and Debate 

It is interesting to note that some of these measures taken were more or less the same as the previous 

government also proposed. In their reaction to the WRR report they also took over a lot of the advice 

of the Scientific Council (Ministerie van Algemene Zaken, 2010). There were a few policy measures 

in which this previous government did not agree with the council, such as the recommendation to 

drastically increase focus on economic development instead of social development (basic needs). This 
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was because they felt that the Council underestimated the impact of the social development 

investments. In the ‘Basisbrief Ontwikkelingssamenwerking’ of the incumbent government in which 

Knapen is now the State Secretary of Development Cooperation, the opinion about economic 

development versus social development is more in line with that of the Scientific Council and almost 

diametrically opposite from that of the previous government. Also, where the previous government 

added some sharp sentences to their reaction on the report of the Council about that the purpose of 

development aid should not be the supporting of the Dutch private sector and that these kinds of 

measures should be handled with a lot of care in order to not distort free markets, the current 

government mostly emphasizes the importance of Dutch interests. This difference in rhetoric is 

typical for the distinctive way in which Knapen and Rosenthal deviated from the policy of their 

predecessors (Ministerie van Algemene Zaken, 2010; Rosenthal, 2010). 

The Basisbrief Ontwikkelingssamenwerking led to a big discussion about Dutch development aid in 

politics, but also in other environments like in NGO’s, and even among well-known international 

politicians like Desmond Tutu and Kofi Annan. (ANP, 2010; Koch, 2010; ICCO, 2010; Oxfam 

Novib, 2010; Ariëns, 2010; BN De Stem, 2010) Most critics pointed to the harsh budget cuts in 

development aid and their justification. Complaints varied, a common one is about the ‘pollution’ of 

the budget by including all kinds of only slightly development-related activities like military 

activities, Radio Netherlands Worldwide and the return of refugees to their home countries in the 

development cooperation budget (Koch, 2010). Also, the plan which would alter the budget for 

development cooperation to reduce CO2-emission by 20% in 2020 instead of 30% received critics 

(ICCO, 2010). And, of course, the reduction of subsidies for NGO’s was neither applauded by these 

organizations (Vossen, 2011). However, the most controversial topic in the Basisbrief remained the 

focus on the interests of the Netherlands. According to many of the people who criticized the policy, 

some or most of the drastic budget cuts seemed to be inspired by Dutch interests, and most 

specifically the aim to spend much less government funds on development aid (ICCO, 2010; Oxfam 

Novib, 2010). 

The part of the Basisbrief which dealt with the improvement of involvement of the Dutch private 

sector in development cooperation led to many discussions. Would Dutch interests dominate 

development aid instead of the desirable social and economic development of the recipient countries? 

Regarding the changes in the development cooperation policy of the government, this was the primary 

fear with this policy. Also, predictions and fears that Dutch corporations were the ‘biggest winners’ of 

this policy and that they would benefit most, were prevalent. Although government-minded actors 

tried to counter these arguments, the discussion is still ongoing (Wientjes, 2011; Radio Nederland 

Wereldomroep, 2010; Dikkers, 2011; OECD-DAC, 2011a). 

The motives of Knapen, Rosenthal and the incumbent government can certainly be questioned with 

regard to development aid. These motives of the Dutch government are explicitly mentioned and 

reflected at a lot of places in this letter. The right-wing government has a big incentive to provide 

budget cuts, and a lot of measures taken exactly achieve that. Also, they want to promote Dutch 

businesses and try to reach beneficial impact for the Netherlands through development aid. Although 

the Basisbrief argues to take these measures in order to improve development aid, one can question 

this when motives are aligned in such a discouraging way. Although also a lot of different arguments 

are given to reduce financial support of the government for certain expenditures related to 

development cooperation, the question remains whether these arguments are not merely a cover-up 

and an excuse to reach more budget cuts. For example, the main argument the government gives for 

reducing the subsidies for development-related NGO’s is that these organizations should not be 

dependent on government support because this could harm their representativeness and they should 
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‘strengthen their synergy with society’. In order to achieve this, these organizations should cooperate 

with other parties and civilians and should ‘obtain more funds from society and less from the 

government’. This sounds like a plausible logic, but the main interest for the government (reduce 

funding to achieve budget cuts) weakens it drastically. Now the major reasoning could merely sound 

like an excuse to cut their funding, and this does not increase the credibility of the frankness of the 

proposal to increase societal synergy between the NGO’s and society. The same incentive problems 

occur with arguments given in favor of cutting partner countries, focus areas and the increasing of 

business interest in development assistance. Also, the fact that the Basisbrief 

Ontwikkelingssamenwerking refers a lot to the Scientific Council for Government Policy, and Ben 

Knapen was a member of both this Council as well as the writer of the Basisbrief, could suggest that 

the WRR and the government are hand and glove (Rosenthal, 2010). 

Nowadays, the debate about development cooperation is toughening and does most frequently not 

only deal with the implications of the new government policy anymore. In discussions about new 

potential budget cuts by a new Dutch government, some political parties are even arguing for the 

complete erasing of development aid apart from emergency assistance. Even the (previous) supporting 

partner of the government pledges for this (ANP, 2011). Even though the Scientific Council for 

Government Policy explicitly warned against such a confrontation with radical opponents of 

development aid, this confrontation does not seem to be unthinkable at all in the near future 

(Wetenschappelijke Raad voor het Regeringsbeleid, 2010). 

Although the fear of actors which are afraid of a domination of Dutch interests in development 

cooperation cannot be called invalid, the only substantial practical implementation of their policy the 

government so far has been taking is the sharpening of instruments to stimulate firms to invest in 

developing countries. So, to what extent is the new policy put forward in the Basisbrief 

Ontwikkelingssamenwerking more than only rhetoric? To answer this question it is useful to look at 

an advice given by the Social-Economic Council to the government concerning the importance of 

involvement of the private sector in the topic of sustainable entrepreneurship in developing countries 

(SER, Commissie Ontwikkelingssamenwerking, 2011), and the government reaction to this report. 

Also, to put the current changes in development cooperation in a historical perspective, it is useful to 

look at the history of Dutch development policy and the way in which the private sector was involved 

in development issues throughout the years. But first the numbers of State Budgets of two different 

years are compared to one another, to see if the shift in rhetoric is also reflected in a different budget 

allocation. 

The State Budget 

Contrast in the State Budget can be best seen by comparing the budgets of 2011 and 2012. The State 

Budget of 2011 was published on 21 September 2010, which is before the Basisbrief was written and 

before the government administration of Prime Minister Rutte started its term. By comparing these 

budgets, comparison can be made between the budget for 2011 and 2012 and it can be seen whether 

private sector-driven development aid funds were increased. Focus will be on the category ‘private 

sector stimulation’ in the State Budget. Even though this category specifically focuses on the private 

sector in developing countries, this is also the category where Dutch firms can benefit from quite a 

few instruments. 

In the State Budget of 2011, most endeavors of the Dutch government concerning private sector-

driven development aid are realized in instruments like PSI, PUM, CBI, ORIO and IDF. In most of 

these instruments, Dutch firms can cooperate actively. Also, the Partnerships Resource Center is 

mentioned with regard to the creation of public-private partnerships between Dutch and foreign NGOs 
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and firms. But concerning the budget there is no huge increase to be seen in the ‘private sector 

stimulation’-part of the development aid budget. The funds are projected to increase from 455 million 

euro in 2011 to 485 million in 2015. But it has to be kept in mind that not all development cooperation 

instruments involving the Dutch private sectors are in this category (Ministerie van Financiën, 2010). 

HGIS also projected a small increase in the funds available for private sector development in 

developing countries (HGIS, 2010). 

The State Budget of 2012 was changed drastically in comparison with its predecessor, and so was the 

budget for development cooperation. In the budget, just like in 2011 some instruments are mentioned 

explicitly, most of these are the same as last year. But also space is reserved to mention financing 

instruments for Dutch SMEs in developing countries. These programs are the MASSIF (20 million), 

the Fund Mesofinancing (3 million) and FOM-OS (13 million). All programs are administered by the 

FMO. Although these funds are relatively small, they apply specifically to the improving of business 

of private firms in developing countries, and it is remarkable that such emphasis is given to them. 

With regard to the true budget of the category private sector development, the State Budget of 2012 

projects these expenses to increase from 338 million euro in 2012 to 403 million in the year 2015 and 

2016. These numbers differ from the numbers of the budget of 2011, because the category ‘private 

sector development’ of 2011 included a part of which was in 2012 ‘food security’. As such, these 

figures are sadly not very easy to compare. But it can be concluded that the increase of annual 

expenses of 65 million euro on private sector development alone are much higher than the increase in 

this specific category in the budget which was predicted in 2011 (which would be 30 million), when 

even a part of the category of food security was included (Ministerie van Financiën, 2011). This 

increase seems to be even more remarkable when it is compared to the big budget cuts on 

development cooperation in general. But still, an increase of 65 million euro a year is a very small 

amount compared to the whole development cooperation budget, which was more than 5 billion in 

2011. These numbers are too small however to conclude that a big shift has been made to private 

sector-driven aid in the allocation of budgets in development cooperation. The biggest shifts which 

are apparent when comparing the State Budgets of 2011 and 2012 are the huge overall budget cuts on 

development cooperation. 

Advice of the Social-Economic Council 

At the 16
th
 of September 2011, the Dutch Social-Economic Council (SER) published an advice about 

sustainable entrepreneurship in developing countries. This report was a response to a question for 

advice which State Secretary Knapen sent to the SER at the 15
th
 of March 2011. The advice also 

incorporated recommendations in which ways the Dutch private sector should be included in the topic 

of sustainable entrepreneurship in developing countries. 

In short, the report concludes that Dutch firms can contribute in a beneficial way to sustainable 

growth in developing countries. There is also attention for potential adverse effects of private sector 

investments, and the SER recommends that Dutch corporations should stick to CSR to tackle potential 

problems. OECD guidelines for multinational enterprises (OECD, 2011a) should be complied with 

and the SER advices the Dutch government to use these guidelines as a strict condition for Dutch 

firms which apply for funds from the budget of development cooperation. The SER also recommends 

that firms which apply for funds from the budget of development cooperation should state their 

synergy with the existing policy of Foreign Affairs and to what extent their endeavors will contribute 

to sustainable growth in the developing country. Development of sustainable entrepreneurship should 

have a central role in private sector stimulation instruments by the department of Foreign Affairs. The 

SER criticizes the ORIO program for not giving a prominent role to this development. They also 
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plead for a better integration of Dutch embassies in private sector stimulation and for an increase in 

the budget on the topic of sustainable private sector stimulation in developing countries. 

At the 4
th
 of November 2011, the government responded to the report by the SER. Most advice by the 

SER was adopted by the government, including the recommendation to use the guidelines of the 

OECD as a strict condition to provide funds from the private sector stimulation budget of 

development cooperation. Funds for this category of development cooperation are increased from 335 

million in 2011 to 434 million in 2015. This is stated to be 20-25% of the total ODA-budget (Knapen, 

2011). There is a difference between these numbers and the numbers mentioned in the State Budget of 

2012 (which mentioned an increase from 338 in 2011 to 403 million in 2015). These differences are 

not explained. 

At the 24
th
 of March 2011, before the publication of the SER report, the government already created a 

controlling agency, called the NCP, which should take care for information provision about the 

mentioned OECD guidelines and is also authorized to treat reported violations of these guidelines 

(Bleker, 2011). Regarding the fact that the SER report was published many months later than this 

action, this is a very proactive policy. But the SER advice goes further than this, since the NCP only 

has to provide information about the guidelines and react when there are reported violations. Firms do 

not have to provide evaluations or reports to the NCP, so where there exists a lack of transparency, 

problems with CSR guidelines can still be concealed. The SER states in their report that more 

transparency and information provision is necessary, in addition to the provision which already takes 

place by the NCP (SER, Commissie Ontwikkelingssamenwerking, 2011). As already mentioned, in 

their response the government promised to adopt this recommendation in this policy. 

Last but not least, it has to be kept in mind that the SER is not an independent actor in the playing 

field of development cooperation. A big part of the SER consists out of entrepreneurs and their 

employees, and thus can be expected to take action according to the interests of Dutch firms. It should 

not be surprising that they plead for an increase in funds which can be available for Dutch 

corporations in the budget of development cooperation. 

Historical context 

With the current Dutch government policy regarding development aid in mind, it could seem that 

increased importance of firm interests in Dutch development aid strategy is quite a new development. 

However, this is not the case. Throughout the last half of the previous century private sector-driven 

development aid possibilities have been discussed thoroughly by numerous Dutch governments, 

sometimes with remarkably similar recommendations and conclusions. To keep the scope of this 

historical context convenient, focus is on the period after 1973, when the discussion about the 

involvement of the Dutch private sector in development assistance took shape. In this part of the 

chapter, a summary of the most important private sector-related developments of development 

cooperation policy are given. A more thorough historical overview can be found in Appendix I. 

Ministers of Development Cooperation will be taken as the central unit of analysis in this summary. 

This is done because the biggest changes in development cooperation policy usually coincided with a 

change of ministers. There have also been state secretaries in the history of development cooperation 

in the Netherlands, but since they also represent policy directions of the governments they serve, they 

will be treated in the same way as the ministers in this analysis. 
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1973 – 1977: Pronk 

In 1973 – 1977, Jan Pronk was Minister of Development Cooperation. During his term, he geared his 

policy towards economic development of recipient regions, without involving the interests of the 

donor (the Netherlands). Dutch firms were allowed to be involved in the execution of projects and of 

course in non-project related FDI, but their interests should not be taken into account in any way in 

development cooperation. The power of the Ministry of Economic Affairs to involve in decisions 

regarding development aid was reduced. But in contradiction with his policy, there had taken place an 

increase in firm involvement in the area of government-financed development projects, which was 

due to the huge unspent budget pool of the Ministry of Development Cooperation. 

1977 – 1981: de Koning 

The next Minister of Development Cooperation, de Koning, was in office from 1977 – 1981. His 

opinion about firm involvement in development assistance was that the role of Dutch firms had to be 

greatly increased and the government should limit itself to a facilitating role. He started the PUM 

(Programma Uitzending Managers naar ontwikkelingslanden), a program for which Dutch senior 

managers were sent to developing countries. Also he started the mixed credits program, which was 

aimed specifically at business interests; it stimulated Dutch exports related to development 

cooperation. This was despite of louder-growing critique on the observations that financial resources 

destined for the development of poor countries used by Dutch firms were serving the interest of these 

firms more than the interests of the recipient countries. 

1981 – 1982: van Dijk 

Minister van Dijk was only in office from 1981 – 1982, but under his lead a big international 

discussion took place about newly industrializing countries in East Asia and their dangers for the 

labor market in the developed world. Even though some people had fears that the domestic labor 

market would suffer from these economic successes abroad, the official viewpoint of the Dutch 

government was that there was no proven causal relation between the two. Van Dijk intensified 

collaboration with the private sector, although he did this in a relatively conservative way. Dutch 

corporations were mostly interested in economic relations with economically successful developing 

countries, and this was considered a problem since Dutch development aid was targeted at developing 

countries which were among the poorest. This problem would remain a central one to solve, up until 

the present day. 

1982 – 1986: Schoo 

From 1982 – 1986, Eegje Schoo was Minister of Development Cooperation. She was the first 

representative from the liberal party (VVD) which would be in this position. This was also reflected 

by her viewpoints regarding development aid, which she also regarded as a means to pursue Dutch 

interests. This was a groundbreaking statement at that time, which led to a lot of discussion. To 

support this view, she proposed sector programs for rural development and industrial development in 

developing countries for which the Dutch private sector could apply. In 1985, an international 

discussion broke out in the OECD about tied aid. Several countries and the EC wanted to reduce or 

abolish tied aid, since it harmed international competition. Schoo considered doing a proposal to untie 

aid from the EC in 1986 when the Netherlands chaired the EC, but because of expected opposition she 

refrained from this at the last possible moment. 

1986 – 1989: Bukman 

Piet Bukman took over from Schoo and became Minister of Development Cooperation in the period 

1986 – 1989. Although he was a proponent of collaboration between the private sector and the 

government in the area of development aid, not a lot of big changes took place in this period. He was 
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very open and pragmatic in his views of including the private sector, and started a program to improve 

the role of the private sector in development cooperation, and took over some of the recommendations 

which originated from this program. 

1989 – 1998: Pronk 

During the long period of 1989 – 1998 Jan Pronk again served as Minister of Development 

Cooperation. Pronk was not known for being best friends with the Dutch private sector when it came 

to their involvement in development cooperation projects, and in the beginning of his term this was 

reflected by his deeds. He was critical of the lack of transparency which was prevalent in development 

cooperation projects being carried out by the Dutch private sector, and he did much effort to make it 

easier for him to stay in power regarding the execution of his policy. Under influence of the ‘Helsinki 

package’, which states that provision of tied aid credits for commercially viable projects is forbidden, 

unless those projects are small or the credits were provided under extremely ‘soft’ conditions, the 

Netherlands also had to adjust their development cooperation instruments. The Dutch mixed credit 

program was transformed into ORET, and Pronk also did effort to untie aid using other means. He 

lobbied in the EC for the transformation of tying of aid on a bilateral level to tying on an EC-level. 

Unlike the previous attempt of Schoo, Pronk did not pull back but a compromise could not be 

reached. Pronk did not give up though and in spite of complaints from the Dutch consultancy world 

tried reaching bilateral agreements with countries with the same views. The Dutch private sector was 

very critical of Pronk, and the VNO (a Dutch association for private sector interests) wrote a 

memorandum which stated that the role of the government was overemphasized and the possible 

contribution of the Dutch private sector in development cooperation was heavily underestimated. 

Better times arrived though for the private sector in 1995, when a new policy of the Ministry of 

Foreign Affairs was initiated. This policy included a proposal to create more coherence between 

development cooperation and foreign economic policy. Results from this proposal were, among 

others, the expansion of the PSO program (program for cooperation with Eastern Europe) with 

PSOM, which focused on emerging markets. Also a team ‘stimulation of investment’ was initiated to 

streamline these types of instruments, and the SER (the Social-Economic Council) already started 

giving advices for the era after Pronk to shift more resources to the Dutch private sector in 

development assistance (Baneke and Jepma, 1999). 

1998 – 2002: Herfkens 

After the long period during which Pronk was Minister of Development Cooperation, Eveline 

Herfkens took over in the years 1998 – 2002. She changed quite a lot in the beginning of her term, 

such as the reduction of the number of countries which received aid from the Netherlands. She 

discontinued export stimulation measures such as ORET and replaced them by investment subsidies. 

Together with the State Secretary of Economic Affairs, Ybema, she wrote a document titled 

‘ondernemen tegen armoede’ (entrepreneurship against poverty), in which she argued for a better 

involvement of the Dutch private sector in development cooperation. But better corporate social 

responsibility (CSR) was also a big issue in this memorandum, which led to a discussion with the 

private sector about how this should be safeguarded. Herfkens contributed a lot to the untying of aid 

and CSR of development projects (Herfkens and Ybema, 2002). The percentage of tied aid among 

specific countries in 2008 is depicted in Figure 2 (OECD, 2009). 
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Figure 2: Percentage of tied aid in total bilateral ODA, 2008 (OECD, 2009). 

2002 – 2007: van Ardenne 

During the government administration of Balkenende I, the position of development cooperation in 

the Dutch government was heavily restructured. The Ministry of Development Cooperation was 

discontinued and replaced by a State Secretary under the Ministry of Foreign Affairs. Agnes van 

Ardenne was this State Secretary. This change in emphasis on development cooperation reflected the 

ideas of this government about this topic. But because this administration was only in office for 86 

days in 2002 and 2003, other big changes in policy regarding development cooperation have never 

taken place. 

In the period 2003 – 2007, van Ardenne became Minister, although without portfolio. In comparison 

with her predecessor, van Ardenne put less emphasis on CSR and more on economic development, 

which the private sector applauded. She wanted to deepen contact with the Dutch private sector and 

aimed for a better focus on this cooperation (van Ardenne-van der Hoeven, 2002). One of the most 

important aspects related to the Dutch private sector is that specific programs for partner countries 

would be developed where firms could play a big role. Funds for the PSOM and PUM programs were 

increased. Also, van Ardenne pledged for the liberalization of trade policy and more specifically 

possibilities for developing countries to export goods (van Ardenne-van der Hoeven, 2003). 

2007 – 2010: Koenders 

From 2007 until 2010, Bert Koenders was Minister of Development Cooperation, also without 

portfolio. Koenders put emphasis on small and medium enterprises (SMEs) from the Netherlands with 

his instruments like ORET. CSR was regarded as a prerequisite for firms involved in development 
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projects, and public-private partnerships (PPPs) were stimulated (Koenders and Heemskerk, 2007). 

Koenders wanted to focus more on economic and less on social development. He argued that ‘it is not 

such a bad idea for Dutch firms to strive for profit in developing countries’.(Koenders, 2007). The 

Dutch private sector should be encouraged to participate in projects which focus on economic 

development (Scheer, 2008). 

Recent times 

After the fall of the administration of Balkenende IV, M. Verhagen, who at the same time was 

Minister of Foreign Affairs, very briefly took over the title of Minister of Development Cooperation. 

After this, from October 2010 under Prime Minister Rutte, the position of Minister of Development 

Cooperation was discontinued again. Knapen became the State Secretary of development cooperation 

under the Ministry of Foreign Affairs, and the current policy was initiated. 

 

 

 

 

 

 

 

 

 

 

 

An International View on Development Cooperation 

The developments in the Dutch development cooperation policy are not isolated from developments 

in this type of policy in the rest of the world. In other Northern European countries, there also exists a 

discussion about the type of substantial involvement of the private sector in development cooperation. 

In Germany, the Minister of Development Cooperation mentioned the interests in specific types of 

industry in developing countries even more specifically than the Netherlands. He emphasized the 

interests of Germany in raw materials of developing countries, and said that it is a very legitimate goal 

for businesspeople to earn money in developing countries (Post, 2011). 

In the UK, language of a less bloated nature was used in a report which stressed investments to make 

it easier to do business in poor countries by the British private sector. “UK aid will directly fund up to 

300.000 companies in poor countries and encourage foreign investors to take advantage of highly 

profitable opportunities.” The UK will focus on investments in infrastructure, the banking system, 

health and education. But these remarks were also toned down by the statement that the private sector 

can never be a substitute for development aid (Provost and Ford, 2011). 

Figure 3: Historical Overview Dutch Ministers of Development Cooperation 
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In Belgium, a platform called “Entrepreneurship for development” was instated in 2008 (Pont and 

D’Huys, 2008). In 2011, the Belgian Minister of Development Cooperation stated that the role of the 

private sector was one of the main themes of development cooperation for the future. He argued that 

by including the private sector in development endeavors, a snowball effect could be created. (IPS, 

2011) 

These statements from other North European countries indicate that the Netherlands are not alone 

with their shifted focus towards more private sector-driven aid. 

Opinions of Experts 

During interviews with experts (Appendix X-1; Appendix X-2) the question to which extent the 

development cooperation of the Dutch government is really directed at the private sector was asked. 

Also, the opinion of these experts about the shift was asked, and which consequences it will have. 

Furthermore, a peer review of the Dutch development cooperation policy of the OECD-DAC is 

included, in which they give their views about Dutch development aid shifts. 

In the preceding part of chapter 2 it was stated that with regard to the focus on private sector-driven 

aid, a lot of statements have also been made throughout the history of Dutch development cooperation 

policy, so it cannot be sure that this administration leads to a discontinuation of the past. But the 

budget cuts suggest that this time it will. Furthermore, support for development aid among the 

members of the Dutch population is decreasing. During interviews, experts who have an overview of 

the Dutch development aid policy situation have been asked whether they think that the Basisbrief 

really announces a discontinuation of previous policy with regard to private firm investment. 

In contrast with the ambition voiced in the Basisbrief, many instruments for which the private sector 

can apply have ceased to exist during the last couple of years (Appendix X-2.1). But still, the 

Basisbrief does signal a big change with the past regarding the involvement of the private sector, 

especially since it is coupled with heavy budget cuts and a narrowing of the perspective to a lower 

number of recipient countries (Appendix X-2.1). 

Other interviewees have different opinions. “My feeling is that the Basisbrief is no big change 

compared to the past with regard to private sector involvement”, one interviewee stated. Almost every 

Minister of Development Assistance has had this as one of his or her major policy statements. There 

are other policy aspects which have much more impact, such as the decreasing of the number of focus 

countries, which means that in some developing countries, activities are simply discontinued. Also, 

the focus on the themes of food security and water is an influential change. A small change in the 

application of policy with regard to private sector involvement might be that PPPs are not given up on 

anymore when they do seem to succeed at first glance. But in general, other measures have a much 

higher influence on the outlook of Dutch development aid policy. (Appendix X-2.2) 

A different interviewee also thinks other developments in the policy are much more important. Since 

there were such huge budget cuts in development cooperation, the State Secretary did not really have 

the possibility and budgetary room to develop his own ideas. But, a shift which has taken place with 

regard to the involvement of the Dutch private sector is that the focus of the policy of the Ministry of 

Foreign Affairs has now become economic diplomacy, instead of carrying out a political agenda 

(Appendix X-2.3). The interviewee concurs that there have not been many new initiatives for the 

private sector, and their role has not been increased, financially speaking. About 5-10 percent of the 

Dutch development cooperation budget is spent on the private sector, which is a very small part, he 

argues. This also has to do with the moving away of the Netherlands from tied aid, because of its 
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higher costs and because of the notion that the interests of the donor are more important in the case of 

tied aid and this is reducing the beneficial effects for the recipients. Under the term of Minister de 

Koning, which was an outspoken proponent of involvement of the private sector in development 

cooperation, aid was partially untied. After his term, the Minister was disappointed and mentioned 

that he did not get a single good proposal of the Dutch private sector with regard to actual projects 

related to development cooperation (Appendix X-2.3). Because of this untying, the market for Dutch 

consultants has been decreased, especially for the small consultants. Large Dutch consultants like 

Arcadis, DHV and Royal Haskoning are still quite successful on the international market with projects 

mostly aimed at the topics of water or environment (Appendix X-2.3). Ben Knapen, the current State 

Secretary of development cooperation was asked whether he wanted to return to a situation of tied aid. 

He responded that he certainly did not want this, which is a contradiction to the Basisbrief. (Appendix 

X-2.3) 

With regard to the public acceptance of development cooperation, there are still huge numbers of 

proponents of development aid in the Netherlands. But Dutch voters hugely overestimate the amount 

of money that is being spent on development aid, and as such their judgment of it is colored. The 

political discussion about development aid in the Netherlands has been extremely harsh during the last 

years, with extremely negative statements. This discussion has been much harsher compared to 

neighboring countries. This led the main opinion about development assistance to shifting from 

positive to negative. The strange thing is that this did not lead to big alterations in policy yet, except 

the replacement of the Minister by a State Secretary and the drop of development cooperation budget 

from 0,8 to 0,7 percent of the GDP. (Appendix X-2.3) 

The OECD-DAC wrote a peer review of the Dutch development cooperation policy in 2011. In this 

report, they also focused on the involvement of the private sector in this Dutch policy. According to 

the OECD-DAC, “The Netherlands’ new emphasis on increasing opportunities for the Dutch private 

sector should be carefully managed to ensure that development objectives remain paramount. We 

commend the Netherlands for reforming aspects of its enterprise channel and encourage it to build 

further on this. But it must keep development objectives constantly in view and distinct from the 

promotion of Dutch commercial interests.” (OECD-DAC, 2011b) 

The OECD-DAC even included the private sector-driven development cooperation topic in one of 

their key recommendations which was voiced in their report: “There are risks associated with the 

Netherlands’ reforms of its development cooperation. The risks are combining private sector 

development with the promotion of Dutch commercial interests and the risks of undermining earlier 

Dutch investments or those of its partners by withdrawing from countries and sectors.” Their 

recommendation is that the Netherlands should “ensure that development objectives remain 

paramount and the renewed emphasis on the private sector is not confused with the promotion of 

Dutch commercial interests”. (OECD-DAC, 2011b) The OECD-DAC thus views as the major 

potential problem the possibility that private sector-driven development cooperation would lean on 

Dutch commercial interests and neglect development objectives. 

Discussion 

When taking a look at the broad overview of the previous policy from 1973, it can be concluded that 

the involvement of the private sector in development cooperation is not a new thing. Throughout the 

past decades there have been multiple government administrations which have made policy to 

increase involvement of the private sector in development cooperation, and without exception they all 

tried to keep Dutch firms involved at least to some degree. Many of the proposals with regard to 

development cooperation of the new right-wing government of Prime Minister Rutte are not really 
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new and have already been proposed in the past in some form. Some of the measures proposed though 

can be called a discontinuation with the past, notably the big budget cuts. Also, the better focus on a 

limited amount of recipient countries and topics is a change with previous policy in the area of 

development cooperation. But the question is whether the last can be attributed to the incumbent 

government, since their predecessors also had the intention of taking these kinds of measures and they 

might have taken them if the coalition did not collapse shortly after their reaction to the report of the 

Scientific Council (Ministerie van Algemene Zaken, 2010; Wetenschappelijke Raad voor het 

Regeringsbeleid, 2010). What also distinguishes the current policy from previous administrations is 

the rhetoric with which the bigger focus on business interests is paired. Not often in the past has a 

coalition so explicitly mentioned the importance of Dutch interests in development cooperation. This 

might have to do with the current political discussion about development aid, which is characterized 

by “extremely negative statements” (Appendix X-2.3). Schoo was the first and only other policy 

maker who mentioned the seeking after Dutch interests in such an explicit way, but her statements 

pale in comparison with the impertinence with which the current administration mentions this policy 

direction. This combined with the focus which the Rutte administration wants to put on economic 

development instead of social development in development cooperation makes for a very liberal 

approach compared to the policy of past administrations. All along the history of Dutch development 

cooperation, Ministers, State Secretaries and other policy makers have been trying to involve the 

private sector in development aid, although some have done this more than others and with fewer 

restrictions. And even though the current State Secretary Ben Knapen did not achieve many practical 

applications of his rhetoric yet, his policy focus coupled with the dramatic budget cuts suggests that 

we might be heading to a substantially different type of development cooperation. 

Social acceptance of development aid seems to be on a slippery slope. Publications or television 

broadcasts about the wrongs in Dutch development cooperation have often led to commotion in the 

public debate. This happened for instance with a dissertation about the effectiveness of Dutch 

development cooperation and the management of it by the Ministry of Foreign Affairs (Janssen, 

2009), or the supposed acquiring of development cooperation funds by projects and firms which have 

no beneficial effects for development (TROS Radar, 2012). Furthermore, a poll taken in December 

2011 indicated that development cooperation was the least important aspect to spare from a list of 10 

mentioned topics in case of new budget cuts (de Hond, 2011). As already mentioned, the debate about 

development cooperation is also toughening, and some political parties argue for the complete erasing 

of development aid apart from emergency assistance (ANP, 2011). In the light of the economic crisis 

and possible new budget cuts, Dutch development cooperation is likely to go through a particularly 

hard time. Fears seem to be justified that the current policy makers will not recoil from relentless 

pursuit of the own Dutch interests instead of the development of recipient countries which are often in 

much direr situations because of the crisis. And even though CSR is promoted by the Dutch 

government, the way in which this is arranged by the NCP is no guarantee that firms report their CSR-

related information. 

Also, the OECD-DAC has warned that the Dutch combining of private sector development with the 

promotion of Dutch commercial interests should not be confused. However, the rhetoric of some 

politicians gives reason to think that it might. On the other hand, the debate about development 

cooperation has been particularly tough the last years, with only a few practical results suggesting the 

decline of development aid and the degradation of private sector development to the pursuit of Dutch 

commercial interests.  
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3. The Institutional Analysis and Development Framework 
 

In this chapter the Institutional and Development framework is introduced and explained and it is 

made explicit how this framework is applied to the situation of private sector involvement in 

development aid provided for by the Dutch state. First, a brief overview is given to justify why the 

IAD framework is suitable for analyzing development-related policy. After that, the basic principles 

and notions of the framework are introduced and after this the processes it analyzes are made explicit 

by introducing the “figure for institutional analysis”. Furthermore, theoretical limitations and 

shortcomings of the IAD framework are discussed. At the end of this chapter, a prospective analysis is 

performed about the likely effects of a change in the way the Dutch development aid policy views the 

private sector; which aspects of the IAD framework will change and in which ways, and how this is 

going to have impact on the aid effectiveness? 

Introduction of the Framework 

The Institutional Analysis and Development framework (IAD) was developed by the Workshop in 

Political Theory and Policy Analysis, which was started in 1973 at Indiana University. The IAD 

framework uses a multidisciplinary method to look at multiple levels of analysis. This framework is 

claimed to be particularly useful for investigating how physical and material conditions, prevalent 

rules or legislations and communities have influence on and shape policy outcomes. Also, its 

designers claim that it can be used the other way around: to theoretically assess the likely effects and 

interactions which result from new policy. According to the developers of the framework, IAD is an 

excellent tool to investigate development-related issues because it can be used to unite different 

disciplines. There exists a completely different focus among scholars involved in policy. For instance, 

economists look at the efficient use of resources, historians use tools to work out the context of the 

particular situation, and politicians are interested in the power relations among actors. Because 

development assistance is such a multidisciplinary topic, a framework needs to be able to integrate all 

of these different disciplines and still be able to adequately draw on their insights. IAD is such a 

framework (Gibson et al., 2005). 

  

Figure 4: Elinor Ostrom (center) and two 'workshoppers' in November, 1977 (Nobelprize.org, 2012) 
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Basic Principles of the IAD Framework 

Rational choice 

When analyzing interactions, outcomes and behaviors resulting from a certain policy, the IAD 

framework assumes rationality. This means that individuals are expected to prefer to choose actions 

which result in a maximum personal advantage. A rational decision is a decision which is not only 

reasoned, but is also optimal for achieving a goal or solving a problem. (Flyvbjerg, 2003) The IAD 

framework assumes rational behavior in that sense. 

Institutions 

Institutions are central entities in the IAD framework. When analyzing behavior of different actors, 

institutions are a very important aspect, because they often indirectly influence the behavior of 

individuals. Institutions have influence on incentives which induce individuals to behave in certain 

ways. There should be a clear distinction between institutions and organizations. Organizations are 

“groups of individuals bound by some common purpose to achieve objectives” (North, 1990). 

Organizations commit the individual of which they consist to conduct actions to reach jointly valued 

outcomes. Institutions and the manner and effectiveness in which they are enforced also determine the 

cost of transactions in a particular context and society. When institutions work in an effective and 

efficient way, they raise the benefits of interaction to the actors involved and reduce transaction costs 

(North, 1990). 

The term ‘institutions’ refers to many different types of entities, such as rules, generally accepted 

ways to take on certain activities and ways to structure patterns of interaction within and across 

organized groups (Ostrom, 2007). An institution is a humanly designed constraint; a mechanism of 

social order which conditions the behavior of certain individuals within a community. A general 

definition of institutions is “systems of established and embedded social rules that structure social 

interactions” (Hodgson, 2006). Institutions have a social purpose and permanence, and often enforce 

cooperative behavior of people. Institutions exist in many different forms, which include the legal 

system, business, civil society, police, the nation state, religion, health care institutions, marriage, the 

education system, etc. Even art, culture and language can be called institutions (North, 1990).  

Institutions make human behavior more predictable. Because of institutions, some activities are 

possible which would not be so otherwise. Gibson et al. give the example of a well-built modern 

highway system. This road system would be a complete disaster without any accepted and enforced 

(traffic) rules applied on the road. When these institutions would be lacking, it would make the project 

a complete disaster, no matter how well it was built. (Gibson et al., 2005) The key concept of 

institutions is shared rules among individuals concerning the actions they are permitted to take or are 

forbidden to take depending on the situation (Crawford and Ostrom 2005). These shared rules of 

institutions need to be enforced by agents responsible to authorities, and sanctions can be imposed 

when rules are broken. In coordinated human action, these are the ‘rules of the game’ in structuring 

incentives in human exchange (Gibson et al., 2003). In this analysis, the focus is on the rules-in-use as 

they are understood and followed by the participants rather than only the formal rules. 

Norms are institutions, and consist of shared understandings about situations of individual action. 

They prescribe what should be done and what should not be done by individuals in specific situations, 

but they are not enforced in a regular way. On the other hand, the failure to follow norms can be 

punished in an informal way by communities, of which these norms are an aspect. Communities 

might gossip about an individual not following the norm, refuse to engage in reciprocity with this 

individual or even exclude him or her. Rules can of course also be accepted as the norms, and the 
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breaking of these norms can lead to both formal sanctions and social disapproval (Gibson et al., 

2005). 

In the IAD analysis of government policy regarding development cooperation, many different types of 

institutions are involved. First of all, all of the actors cooperating are bound by institutions, which 

sometimes drastically differ across countries and cultures. For instance, the way in which 

governments and firms are formalized might be very different between the developed donor country 

and the underdeveloped recipient country. An example of this is the formality on which appointments 

are made in the Netherlands compared to a lot of developing countries. In many developing countries, 

the arrangement of a meeting is usually done in a much more informal manner. These types of 

differences in institutions can lead to friction between donors and recipient. But also, the way in 

which development aid is taking place is regulated using institutions. For instance, the arrangement of 

aid in a bilateral way is an institution, as is multilateral aid using agencies like the World Bank. 

Kremer (2002) gives some examples of particular institutions in development aid leading to 

undesirable outcomes, for instance: the country-based nature of much development assistance leading 

to an under provision of global public goods because of the focus on the country itself. Also, the 

institution of organizing development aid in such a way that it leads to a relative scarcity of 

information about effectiveness of this aid, and current institutions which lead to perverse incentives 

for local dictators to run up debt of their countries can be problems. (Kremer, 2002) 

The regular ways of organizing development aid are also created by institutions and are influenced by 

them to a great extent. For example, consider the structure in which donor governments provide 

development aid to the recipient government or to contractors or aid agencies. These actors are the 

connection to the actual recipients of this aid. This whole structure is an institution by itself. The 

notion how development aid can be organized to be conducted by external parties is also an 

institution. Also, institutions like the legal system, ways to organize businesses and many other 

aspects in both the donor and recipient country have a lot of influence on interactions in development 

aid programs. Some developing countries might have rules about the ways in which development aid 

should be given to either the recipient state or specific firms, which can lead to completely different 

outcomes in development aid programs. 

In this analysis, focus is on current institutions and how they influence the way in which development 

aid is provided and how policy of the Dutch government and institutions mutually influence each 

other. But it has to be kept in mind that institutions not only shape linkages in the framework, they 

also determine how these linkages are used by different actors. 

Incentives 

Using the IAD framework, another part of the focus is on incentives, since they play a major role in 

the ways in which decisions are made in the model. Incentives can drastically differ among action 

situations with regard to development aid, and also among different types of aid (Gibson et al., 2005).  

Very simply stated, an incentive is any factor that motivates actors to take a particular action. It is a 

positive reinforcement, an expectation which stimulates people to behave in certain ways (Laffont and 

Martimort, 2002). The difference between incentives and motives should be obvious: incentives can 

lead to motives. 

Incentives exist in many different types, some of the most important ones can be classified as depicted 

in Figure 5. 
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Natural incentives

are things like curiosity, 

fear, anger or admiration, 

which have most to do 

with individuals 

themselves

Financial incentives

deal with material or 

monetary rewards actors 

can expect from acting in 

a particular way. These 

are the most important 

types of incentives for 

economic analyses

Moral incentives 

are related to the choice 

which is the right things 

to do morally

Coercive incentives 

are incentives resulting 

from external threats 

against actors to force 

them to act in a particular 

way

 

Figure 5: Different types of incentives (Sullivan and Sheffrin, 2003) 

 

Obviously, where financial incentives are related to economic analyses, moral and coercive incentives 

have more to do with politics or sociology than with economy, and natural incentives with the 

psychology of the individual (Sullivan and Sheffrin, 2003). This list of types of incentives is by no 

means exhaustive, but the focus in this analysis will be on incentives which have to do with 

interactions among individual actors and groups. Thus financial, moral and coercive incentives are the 

most important types in this report. 

Interaction of incentives and institutions 

The ways in which incentives are aligned are often influenced by institutions and norms. (Ostrom, 

2007) With regard to development aid, incentives are thus affected by the way in which this 

development aid is organized. So the context of the Dutch development aid has a lot of impact on 

incentives occurring in these aid projects and their outcomes. For instance; ways in which funds are 

provided, manners in which countries and projects are selected and the type of aid which is given are 

aspects which have a lot of impact on incentives of different actors related to this development aid. 

But the way in which the Dutch development aid is organized is of course not the only ‘institution’ 

which has influence on incentives of actors. When looking at the bigger picture, international aspects 

are maybe at least equally as important. For example, the way in which aid provision by large 

international bodies like the World Bank or the EU is handled also has big impact on incentives and 

thus behavior of individual actors regarding development aid. Also, the international legal system is 

important, which for instance prohibits pure export stimulation measures. But current development 

paradigms are maybe even the most influential of the ‘institutions’ having influence on the way in 

which incentives are aligned. Neoliberalism currently has such power in the Western world where 

most donor countries are situated that it really ‘governs’ the way in which practices are defined to be 

acceptable and beneficial. In this way, neoliberalism also heavily influences choices which are made 

in the Netherlands regarding development aid and in this way has impact on incentives of individual 

actors participating in development aid. (Bellù, 2011) 

Different types of aid lead to different incentives for actors involved. In Appendix V, an overview is 

given about different types of aid and which incentives are resulting from this aid (Gibson et al., 

2005). In Appendix VI, motives for aid from a central government perspective are described 

(Hoebink, 2010). 
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Figure for Institutional Analysis 

 

The IAD framework is a tool to structure inquiry in a broad range of policy sectors and disciplines, in 

this structuring it focuses on decisions about certain action performed by individuals. IAD views the 

external world as the biggest factor in the decisions which individuals take. The framework 

specifically focuses on the external world. Of course, this does not imply that actors do not have their 

own values and commitments to a specific way of thinking. However, the IAD framework focuses on 

the environmental factors which have their influences on the ways in which actors behave. Central to 

IAD analyses are institutions and incentives, but these do not show up in the figure for institutional 

analysis, since they are present and relevant for every aspect of the decision-making process. The 

individual aspects in the figure are influenced by and influence incentives and institutions. 

Physical/material 

conditions

Attributes of the 

community

Rules

Situations

Actors

Patterns of 

interactions

Outcomes

Evaluative criteria

Context

Action Arena

 

Figure 6: Figure for institutional analysis 

The essence of the decision-making process in the IAD framework is most easily depicted by the 

figure for institutional analysis. First of all, for each decision which has to be made, there is a pre-

existing context. This context consists of three factors; physical or material conditions of the 

world, attributes of the community and rules that create incentives or constraints. The interaction of 

these aspects leads to a particular context which influences the action arena. The action arena is the 

‘black box’ in which individuals (actors) make decisions, trade, negotiate, solve problems or fight. As 

definition for an actor is used: an individual or a group who or which takes action, either collectively 

or as an individual. Situations
1
 also influence the interaction of actors and the context. Actors 

perceive their incentives in the action arena and subsequently follow these incentives assuming 

rational choice, which leads to a pattern of interactions among the actions of multiple actors. Of 

course, these incentives are also influenced by institutions, which are omnipresent in the figure. The 

                                                   
1 In later IAD literature, the composition of the action arena is a somewhat contested topic. McGinnis (2011) 

emphasizes the importance of ‘action situations’ in the action arena, and views the actors itself as a factor in the 

action situation. 
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interactions lead to a particular outcome. The whole process which is shown in the figure is 

continuous. For each actor, evaluative criteria are used to analyze outcomes of the interactions.
2
 

Individual aspects of the figure for institutional analysis (the bold-printed items) are described more 

into detail below. 

Context 

Physical or material conditions of the world 

Physical and material conditions of the world are defined as “attributes of states of the world which 

are acted upon by actors; such as infrastructure, property right of specific types of land, and factors 

like climate” (Ostrom et al., 1994). In the analysis which is conducted in this report, physical and 

material conditions will differ among individual projects to a great extent. Therefore focus is on 

conditions which are the same among projects; mostly aspects which play a role on the donor-side of 

the spectrum. 

Attributes of the community 

Attributes of the community within which the actors are embedded are “the structure of the more 

general community within which the decision-making process is placed, such as knowledge networks 

and dependency relations. Also, attributes like ‘generally accepted norms of behavior, the degree to 

which preferences in a community are distributed homogeneously or resource distributions belong to 

the domain of community attributes” (Ostrom et al., 1994). There is no single community in the 

analysis in this report. Just like the material conditions, focus will be on attributes of communities 

which are same among projects, such as the donor agencies. 

Rules 

Rules are defined as “statements which determine which actions are required, prohibited or permitted 

and they state sanctions which happen when rules are not followed. Rules are created by humans and 

can be the target of an attempt to solve a problem in the hope a new outcome will emerge.” (Ostrom et 

al., 1994) Just like the other parts of the context, rules which are the same among projects are the most 

important in this report. Examples of these are rules regarding which types of applicants are eligible 

for a subsidy, or EU rules regarding sustainable energy with which the Netherlands has to comply. 

Action arena 

Actors 

An actor in the IAD analysis can be an individual or a group functioning as an actor. Characteristics 

of actors can differ in various relevant aspects, of which the most important for the framework are 

depicted in figure 7. 

                                                   
2 To clear up things: in the figure the decision-making process is taking place from left to right. First the context 
has influence on the action arena, which leads to a pattern of interactions. These interactions lead to both 

evaluative criteria and outcomes. The evaluative criteria themselves also have influence on the outcomes, or on 

the ways in which actors perceive the outcomes. The process is continuous. A very important issue is that 

institutions and incentives are everywhere in the figure, think of them as being perpendicular to rest of the 

network. These two aspects are central in the IAD analysis, and exert their influence on all aspects of the 

decision-making process. 
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Figure 7: Characteristics of actors in IAD (Gibson et al., 2005) 

Situations 

Situations or action situations refer to the features of the situations in which actors are embedded. 

What are the perceived costs and benefits and how do time and resources weigh up to the establishing 

and maintaining of benefits? What kind of value do the actors attach to getting a reputation of being 

trustworthy and reliable? Over time, actors can gain a good understanding of their situation, get a 

higher return from their strategies and reciprocity among actors might develop as a result of this 

understanding (Gibson et al., 2005). An overview of the key features of an action situation is depicted 

below in figure 8. 
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Figure 8: Situation characteristics in IAD (Ostrom, 2007) 

Patterns of interaction 

Other hurdles in development aid are caused by the fact that a great number of actors are involved in 

this aid. It is possible to draw a ‘chain of delivery’ from development aid related projects, as depicted 

in figure 9. 
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Figure 9: The chain of aid delivery, copied from Gibson et al., (2005) 

Although this chain might be an easy and nice overview of the situation, it is often a rather incomplete 

depiction of the real linkages and feedback mechanisms that exist among actors. Also, it is quite top-

down, since all of the relationships in the figure are one-way except the relationship between the 

donor and other donors. To have a more complete view of the linkages among actors in development 

aid, the ‘international development cooperation octangle’ was developed (Gibson et al., 2005). This 

octangle is depicted below and consists of all the major actors involved in development cooperation. 
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Figure 10: International development cooperation octangle (Gibson et al., 2005) 
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This figure is about aid which is given by donor governments. Analogous to the case with the chain of 

delivery of development aid, the linkages in this octangle represent how aid funds and responsibilities 

are transmitted by the different actors to others. This is specifically an examination of linkages among 

actors and not just within one single actor. The reason to examine this ‘system’ of actors is to 

investigate whether the whole constellation of different actors creates positive incentives both for the 

whole system as well as the actors individually. In practice, it is often the case that instead of creating 

positive incentives, many collective action problems are aggravated in the larger system of the 

octangle. Because a single actor is often not able to ‘see’ the whole octangle from the position where 

they are in practice, it is often only possible to conduct an analysis of only a few linkages from any 

node in the octangle. But in practice all actors and their actions influence each other, either directly or 

in an indirect way (Gibson et al., 2005). 

It is interesting to see how the importance of the connections in this octangle operates when it is 

applied to the practice of private sector-driven aid. Of course, here it matters to a great extent how the 

notion of ‘private sector-driven aid’ is defined. There are different types of this kind of aid thinkable, 

ranging from the situation where a private sector is investing in recipient countries without any 

government subsidy, with the government only playing a facilitating role, to a situation where firms 

are directly applying for tenders developed by the donor government. The last situation already is 

quite common in Dutch development policy. The first situation, with private firms investing in 

developing countries with the Dutch government only playing a facilitating role is also a very 

interesting one to analyze, since theoretically, this situation resembles in the best way the ideal of the 

incumbent administration regarding developing cooperation policy. This is the case since it implies a 

maximum of firm involvement and only a secondary, facilitating role of the Dutch state.  

In the next chapter, specific types of existing instruments are analyzed, which differ in their 

resemblance with each of the two above examples of private sector involvement: the situation using 

tenders to which firms and NGOs can apply and the facilitating situation. 

Evaluative criteria 

Evaluative criteria are very important for the analysis of a particular outcome of a situation. These 

evaluative criteria can drastically differ among actors and among situations, but generally belong to 

one or a mix of the categories listed in figure 11. 
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Figure 11: Types of evaluative criteria (McGinnis, 2011) 

 

Because of the interplay of different incentives, outcomes are often difficult to predict for an actor 

with relatively little information. Decisions of actors have influence on outcomes, and the outcomes 

also influence both current and future behavior and incentives of actors (Gibson et al., 2005; 

McGinnis, 2011). 

In development aid, evaluative criteria deal with aid effectiveness. ‘Aid effectiveness’ itself is a very 

multi-facetted notion, which cannot be put into a single category listed above. Rather, it is a 

combination of some of the above categories, with a specific weight ascribed to each of the 

categories. The question how aid effectiveness is analyzed depends for a part on how these evaluative 

criteria are weighed. For example, a new government which changes their perception of aid 

effectiveness drastically compared to their predecessors can reach a completely different conclusion 

regarding the effectiveness of the same aid projects.  

In the Dutch case, this might be one of the most drastic differences between the current policy and the 

previous development cooperation policy of the government. Efficiency in the use of resources can be 

argued to be a very important evaluation criterion to assess the effectiveness of development aid under 

the current government, and has probably gained a lot of emphasis since it came into office. On the 

other hand, focus on some other evaluative criteria has decreased. It is certain that this shift of focus 

on evaluative criteria will lead to a different opinion about the effectiveness of development 

cooperation projects and instruments of the past, and that some of the past policy makers would have 

a distinctively different opinion about this topic than the current administration. This focus on use of 

resources might lead to different incentives for the government administration than in the past. They 

might focus on resource-light projects, or on projects which potentially have benefits for the economic 

situation of the Netherlands as well. 

Outcomes 

Outcomes are the ‘objective’ results of the situation. Even though the ‘factual’ outcome of a decision-

making process might be the same for every actor cooperating in that particular process, this outcome 

can be evaluated drastically differently by the application of different evaluative criteria. So it is 
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possible to have a spectrum of very different outcome perceptions even though there is a very clear 

outcome.  

In this research however, outcomes are considered to be the outcomes of development policy as 

aspired by the Dutch government. The aspired outcome of development aid as formulated by the 

Dutch government is aid which reaches its developmental targets. As stated in Chapter 2, the most 

important targets for the Dutch government are poverty reduction and improvement of living 

conditions, contribution to benevolent structural changes in developing countries, and contribution to 

public goods (Rosenthal, 2010; Wetenschappelijke Raad voor het Regeringsbeleid, 2010). Because no 

individual projects are analyzed, but instruments which are still running, it is impossible to predict to 

what extent these targets are being reached with the instruments. This is thus not the focus of this 

research. The focus of this research is not on the outcome, but on interactions and gaps resulting from 

the interaction process. Systematic gaps which are occurring during the interactions resulting from the 

instruments analyzed are highlighted and possible problems and pitfalls are identified. 

Level of analysis 

In the IAD analysis performed in this research, the focus is on interactions between the policy-making 

level and the operational level. This means, interactions resulting from policy being implemented by 

the government. This implementation leads to behavior of all the actors involved. This behavior is 

however also influenced by pre-existing incentives, institutions, the environment and evaluative 

criteria and creates new incentives, institutions as well. It also can have effects on the environment. 

Within the IAD framework, these secondary influencing spheres are situated in other levels of 

analysis, which will be treated as exogenous context for the purpose of the present research; they will 

not be part of the investigation. For more information about different levels of analysis contained in 

the IAD framework and their implications, the interested reader is referred to Appendix VII. 

Limitations and Shortcomings of IAD 

Like every framework in use, the Institutional Analysis and Development has its strengths and its 

weaknesses. In this part these weaknesses are identified, and it is also stated how to deal with these 

weaknesses, limitations and shortcomings. 

Gaps in the way the framework is built 

In the ‘Figure for institutional analysis’ (Gibson et al., 2005, see the previous sub chapter), many 

simplifications are made to the process in which actions and interactions are taking place. Some of 

these simplifications are not entirely justified; these are discussed in this sub chapter.  

Interactions among the ‘context’ , the ‘action arena’ and other parts of the framework 

In the IAD framework, the context has influence on the action arena, and on the different aspects in 

the action arena, namely actors and situations. The context itself is also influenced by the outcomes of 

the decision process, but according to the figure does not seem to be affected by the actors or 

situations in the action arena itself. This is of course a heavy simplification. To give one example; 

actors can also have a big influence on the context of a particular decision-making process before 

interacting with other actors. Take for instance a government which changes the rules regarding 

development cooperation because of a change of their own views or because of an occurring situation, 

which might arise because of a heavy budget deficit. This might happen without going through a 

pattern of interactions, and it influences the context of the decision-making process to a great extent. 

Also, the context might be directly affected by a pattern of interactions, without an outcome taking 

place before that. The mere interaction of actors might lead to a change in attributes of a community, 



32 

 

new rules, or a change in the (perception of) material and physical conditions of the world. And 

obviously the same goes the other way around; institutions also shape the pattern of interactions 

directly. This is also the case for evaluative criteria, which also directly affect the context and are 

influenced by it in many ways. Also, patterns of interactions should be linked back to the action arena, 

since the first can also be influenced by the interactions, leading to new situations before an outcome 

is reached.  

As such, there are many more aspects which influence the context than the framework seems to 

suggest. Projects or decision-processes should not be taken out of their social environments, which 

does seem to be the case when using this kind of figure for institutional analysis. 

Evaluative criteria 

Evaluative criteria seem to be isolated from the rest of the framework in the figure for institutional 

analysis. This observation would lead to the odd conclusion that there are no aspects which influence 

the evaluative criteria themselves. This if of course obviously incorrect since there exist many aspects 

in the framework which have influence on the evaluative criteria of a decision-making process, since 

the evaluative criteria are not objective or forever-valid. The context, action arena, pattern of 

interactions and the outcomes all affect the evaluative criteria. Evaluative criteria themselves also 

influence the way in which actors interact and situations take place (the action arena), and the context 

itself. The simplification of taking the evaluative criteria out of their context has probably been done 

to be better able to evaluate particular projects in a consistent way with the IAD framework. If 

evaluative criteria change all the time, it can be difficult to analyze the outcome for the different 

actors. 

A ‘new’ figure for institutional analysis 

Because of the gaps occurring in the framework, a new figure for institutional analysis is proposed 

here to cover some of the shortcomings which are prevalent in the original figure. In the new figure, 

more linkages have been added to make sure the decision-making process is not taken away from its 

social context and to make up for these oversimplifications in the original model.
 3
 

The model works in the same way as the original figure for institutional analysis; in general decisions 

start within a given context, go through the action arena to actor interactions and lead to outcomes. 

                                                   
3 In more recent publications about the IAD framework (McGinnis, 2011), some of these additional linkages 

have also been added. The IAD framework is evolving and its authors are adapting the framework more and 

more with use of their findings. For instance, the depiction of the basic components of the IAD framework by 

Ostrom (2010) is already quite different from previous depictions. But as argued in the discussion above, it is 

still not complete and does still give an oversimplification of what is really happening in the decision-making 

process. The depiction below is copied from Ostrom (2010), and features an additional dashed arrow back from 

interactions to the action arena. 
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The process in this new schematic overview is much more complex. Interactions between evaluative 

criteria, patterns of interactions, the action arena and the context can happen to a big extent before an 

outcome is reached. Most of the aspects in this schedule exert some degree of influence on each other. 

In the same way, outcomes of a particular decision process also affect all the aspects of the figure 

when the next process is taking shape, since the process is still a continuous one. 
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Rules
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interactions

Outcomes

Evaluative criteria

Context Action Arena

 

Figure 12: New figure for institutional analysis 

An important additional remark regarding this figure is that outcomes can be judged differently by 

individual actors without anything really changing about the interactions. Note that in this case, the 

physical outcome did not change, only the perception of the situation itself did. This is because new 

evaluative criteria lead to a different judgment about the outcome. In development cooperation, this 

can be illustrated by the example of an international paradigmatic shift of development aid evaluation 

from equity in its impact to economic efficiency. Certain already existing regulations might have a 

completely different outcome in the eyes of donor governments, since they for example might score 

really high on impact equity but low on economic efficiency. This means that context changes can 

lead to a different perception of outcomes without patterns of interactions even changing. 

IAD and policy effectiveness analysis 

The Institutional Analysis and Development framework can be useful to policy makers and analysts, 

but effectiveness of a particular policy measure cannot be directly ‘measured’ by it. It is thus 

important to define how effectiveness and the framework relate to each other, since it is the purpose 

of this research to do an analysis of the effectiveness of new policy. 

IAD and effectiveness are related quite indirectly; IAD is no measurement tool for effectiveness. The 

usefulness of IAD for of effectiveness analyses is that, using the framework heuristically, potential 

problematic interconnections among actors, incentives, asymmetry of information and other 

interactions can be detected and considered on their potential harmful outcomes (Ostrom, Gardner and 

Walker, 1994). Using the IAD framework as a means of problem identification, potentially 

problematic interactions and the nature of these interactions can be used as pointers towards potential 

theoretical (in)effectiveness of the policy which is analyzed or designed. 
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Polski and Ostrom (1999) claimed the following about the use of the IAD framework for evaluating 

policy effectiveness, initiating policy reform, or designing new policy intervention: 

“Applying the IAD framework to policy analysis and design prompts us 

to think carefully about a wide assortment of issues that are important 

aspects of a particular policy problem. The more comprehensive and 

precise our analysis, the better hope we have of designing successful 

policy solutions. Many of these issues would be overlooked by technical 

analyses that consider a relatively narrow range of closely related factors. 

It also provides a means to incorporate diverse participants in policy 

analysis and design. Because the framework demands multiple 

disciplinary perspectives, it holds the potential to produce a very rich 

understanding of social situations. And in addition to providing the basis 

for more effective policy, this understanding can provide a firm 

foundation for building consensus for coordinated action.”

 

Figure 13: The use of the Institutional Analysis and Development framework for evaluating policy effectiveness, 

initiating policy reform, or designing new policy intervention (Polski and Ostrom, 1999). 

The de-emphasis of personal preference and ethics in favor of external aspects 

In the IAD framework, since it assumes rational choice, important aspects like ethics are ‘degraded’ to 

external issues which are represented by institutions, rules and interactions. It surpasses the fact that 

individuals can behave irrationally, or have feelings like grief, anger and jealousy which can lead their 

behavior to appear irrational. This important imperfection is inherent in most theory based on rational 

behavior, but its imperfections can be particularly relevant in specific ‘emotional’ policy measures or 

disputes which already have a long and complicated history. This is not to say that rational decision-

making can be completely devoid of emotions. Some authors argue that emotions can actually be 

rational. (Zey, 1992) 

General policy and IAD 

A difficulty when applying the IAD framework to the case of new policy of the Dutch government 

regarding development aid is that IAD analyses are usually targeted at quite specific policy measures, 

and not at a complete shift in policy ‘direction’. As already mentioned in the ‘Methodology’ sub 

section, the simple reason that this framework is used for ex ante purposes in this analysis brings 

along this problem. The practical implications of the policy shift are not clear yet, which makes the 

framework difficult to apply. For this reason it has been chosen to single out specific important 

instruments (and within these, specific projects) which are already running but which are also in line 

with the overall policy change, and which are therefore likely to increase in importance in the future. 

From this, more general conclusions are drawn regarding the consequences of a broader policy shift. 

The usage of the IAD framework in such an ex ante manner can add new utility to the framework. 

Certain aspects of the framework may have to be adjusted or used in a different way when using the 

framework for this particular type of policy. The IAD framework has not been used before to analyze 

the Dutch government policy regarding firm-led development aid. Also the focus on renewable 

energy projects in this government policy might call for adjustments in this framework to be able to 

apply it in a beneficial way. 
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Speculative Analysis 

 

In this closing section of the theoretical chapter, a brief speculative analysis is conducted on the 

effects of a change in the Dutch development aid policy with regard to the role of the private sector. 

This analysis is purely speculative; it deals with the aspects of the IAD framework which are 

discussed in the preceding parts of this chapter applied to the structures of private sector-driven aid. 

The added value of such a theoretical analysis is that it can be used to contribute to the answer for the 

overall conclusion to the main research question, for which also the empirical information is used 

which is obtained with the interviews conducted for this research and analyzed in the next chapter.
 4
 

The major change which is the primary subject of this theoretical analysis is a very simple change: 

The Dutch government puts more emphasis on the involvement of the private sector in development 

aid projects. This tendency is not only Dutch, it has also happened in an international context, so it 

cannot be observed as an isolated occurrence. This shift of policy in the Netherlands is coupled with 

heavy budget cuts and a seemingly steady decrease in social acceptance by the public of development 

aid in the Netherlands (Chapter 2). The question which matters for this research is: which aspects in 

the IAD analysis will most likely change with these developments? And to which problems will these 

changes lead and which difficulties will they solve? 

Aspects which will change in the figure for institutional analysis are at first the behavior of the central 

government administration. Since a situation of the central government administration is a quite 

powerful one, it can have a real influence on many other actors. By designing more instruments 

geared towards the involvement of the private sector in development aid or by cutting away parts of 

its funding for instruments which involve the private sector to a limited extent (or both), they can 

quite easily influence this involvement. Linkages between actions and outcomes are quite strong for 

the government administration. Also, their control over the ways in which policy is implemented is 

large. Other aspects of the framework which are expected to change are the evaluative criteria of the 

central government administration. As already argued in this chapter, the evaluative criteria can be 

expected to shift more towards efficiency in the use of resources for the government and will also be 

aligned to serve the commercial interests of the Netherlands. Since the applicants or contractors are 

dependent on government instruments for some projects, they will most likely feel pressure to comply 

with this policy shift and propose projects which have more attention for the Dutch (and their own) 

interests. It is only logical to assume that this increased emphasis for firm interests will go hand in 

hand with a decrease in development-related interests for beneficiaries and a higher emphasis on the 

economic interests of the Netherlands. This is because projects with relatively larger benefits for the 

Netherlands will get priority over projects with more benefits for beneficiaries of the aid. It is not 

likely that this shift of the government will change evaluative criteria or institutions inside individual 

firms themselves. What is more likely to change is the average type of firm which applies for subsidy 

in development-related projects. Firms which are more geared to individual profit-making might be 

more tempted to apply than in the past since they can sense that they have more chances on success 

now with the changed evaluative criteria (and policy) of the Dutch central government administration.  

For applicants for subsidy projects, there will be a lower degree of international competition because 

only Dutch firms will be able to apply for a subsidy (assumed that the government focuses on 

                                                   
4 This ‘overall conclusion’ is the answer to the main research question. The speculative analysis in this chapter 

is used to answer sub question 3, the empirical analysis in the next chapter is used to answer sub question 4. 

These two answers are input for the ‘synergistic perspective’ which is used to answer the main research 

question. 
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domestic firms when applying a more development sector-oriented type of development aid). This 

decrease of competition and especially the tied nature of this aid (Appendix X-2.2) are likely to 

increase the price demanded for activities offered by applicants and contractors. The tied nature of the 

aid increases the price because of many factors; one of these is that the salary of Dutch employees is 

much higher than the salary of an average employee in a developing country. 

The Dutch government argues that the involvement of Dutch firms in developing countries has to be 

coupled with a solid corporate social responsibility by those companies (Chapter 2). Dutch companies 

however have the incentive to spend as little money and effort as possible on CSR-related issues 

(Broomhill, 2007). Assumed that every increase of CSR costs money, they have the incentive to 

choose a CSR which is just acceptable by the Dutch government. This is a situation which can be an 

obstacle for solid development aid, and can be prevented by focusing on the interests of the recipient 

country instead of the firm. In the Basisbrief (Rosenthal, 2010), the central government administration 

argues that it is in the interests of Dutch firms themselves to adhere to CSR. This could decrease the 

incentives of usage of CSR even further and create a race-to-the-bottom, because firms have to see the 

advantage of it themselves. CSR is however regulated to some extent, but because of the manner in 

which this is arranged by the NCP, there’s no way of not guaranteeing that firms report their CSR-

related information. Firms have strong incentives to create information asymmetry in this topic. Of 

course, there are also firms which have strong moral motives and incentives to take CSR seriously. 

Social entrepreneurship and the valuing of CSR have increased during the last decades (Appendix X-

2.3). This makes the statement about CSR a generalization which – luckily - does not apply to all 

Dutch firms. 

By focusing solely on Dutch firms, dangers are that the position and the interests of recipient 

countries are neglected. At the very least, Dutch firms have incentives to neglect these interests if it 

would cost them additional money or effect to take these into account. The Dutch government needs 

to be alert to prevent practices in which the interests of the recipient country and its inhabitants are 

neglected. 

Private sector-driven development aid also creates ownership issues. When the aid is tied, ownership 

will be almost entirely in the hands of the donor agency and the firms participating in it, since firms in 

developing countries will most likely not be involved to a great extent. This would in theory make it 

more difficult to create well-functioning institutions in the developing countries for the projects, and 

this would subsequently predict that by its very nature, these types of projects already have lower 

chances with regard to continuity to start with. 

An aspect which would in theory be ameliorated is information asymmetry with regard to 

development targets between donors and applicants. The reason for this is that the interests of the 

government and the applicants are more aligned in the case of private sector-driven development 

cooperation. This happens since evaluative criteria of the donor government have shifted more in the 

direction of the efficiency of resources. Furthermore, the Dutch government also includes the 

promotion of the Dutch industry as one of their targets with regard to development aid. We can safely 

assume that private firms (the applicants) have incentives to cut their costs as much as possible and 

also to promote their own business and try to have success in developing countries. Because the 

government now divides its attention between developmental targets and economic success, 

applicants will have fewer incentives to be critical in selecting information about their developmental 

targets in developing countries compared to the situation where developmental targets were the single 

purpose. But information asymmetry is a double edged sword, since information asymmetry about 

economic aspects and resource efficiency might increase because of the interest in the promotion of 



37 

 

the Dutch industry by the donor, and the applicant will want to satisfy their donor. In short we can 

conclude that information asymmetry between donors and applicants is likely to be highest on the 

topics about which the donors care the most and lowest on topics about which they care the least. If 

evaluative criteria of donors change, information asymmetry is likely to change in accordance with it. 

Ironically, a shift of interest of donors is thus likely to lead to a decrease of transparency about the 

topics the donors think should be more important in their communication with applicants. 

Last but not least, the policy shift from the government is expected to have beneficial impacts for the 

position of Dutch firms which want to invest abroad. Also, the general situation of the industry of the 

Netherlands in an international context is expected to change. These are all direct, intended effects of 

the policy change, but it is not sure to what extent the Dutch private sector and the ‘BV Nederland’ 

can profit from it. 

So as an overview, expected speculative changes as a result of the government policy shift which are 

likely to have impact on the effectiveness of development cooperation are depicted in the figure 

below. 
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Figure 14: Sub conclusions of the speculative analysis of private sector-driven development cooperation 
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4. Analysis 
In this analysis, first the instruments are chosen which are suitable to analyze using the IAD 

framework. After this, the IAD framework is applied to these Dutch instruments which are part of the 

development cooperation policy
5
. Also, an overview of difficulties and findings is given that 

emanated from a series of workshops organized for NL Agency which dealt with the involvement of 

the private sector in sustainable energy-related projects in developing countries. In this analysis 

chapter, often is referred to Appendix X; this is the Appendix which contains the conducted 

interviews for this research and is kept confidential in order not to harm the interests of the 

interviewees. 

IAD applied to Dutch Development Cooperation Policy 

In order to apply the IAD framework to the Dutch development cooperation policy, first should be 

clearly defined which aspects of the Dutch development policy are analyzed. For this research the 

relevant changes which result from moving from a government-centered development approach to a 

private sector-centered approach matter most. First, it has to be defined what a private sector-centered 

development approach entails. 

Private sector-driven development 

One of the major reasons that private sector development has gained such a prominent position in the 

ODA budget of donor countries is the ‘belief that support for private sector activities is an efficient 

way of simulating economic growth’. This is supposed to be a necessary prerequisite for poverty 

alleviation (Collier, 2007). The private sector is not a regular sector, but can be viewed as a market-

based way of organizing economic activity (Canadian International Development Agency, 2003). This 

means that the decision to support the private sector does not entail a focus on particular activities, but 

an indication how to organize these activities; which is thus done in a market-based way with private 

sector-driven development (Estrup, 2009). Private sector development can be achieved in a number of 

ways, as depicted in figure 15. 

General budget 

support

Sector budget 

support / basket 

funding

Direct funding

Tied direct funding 

(national 

enterprises of 

donor)

 

Figure 15: Ways to achieve private sector development (Estrup, 2009) 

From chapter 2, it follows that the Dutch government also wants to involve Dutch firms in 

development assistance and seeks to support them to also ‘pursue their own interests’. Although this 

might not be the complete policy focus, it is one of the defining aspects and prominently listed in the 

‘Basisbrief Ontwikkelingssamenwerking’. According to Estrup (2009), private sector development 

support should be harmonized with the international community and should consist of a synergetic 

package of measures. In particular, ‘the supporting of individual enterprises should be avoided unless 

the development impact is evident and sustainable’. This is because possible market distortions and 

development impact are often not clear when supporting individual firms, especially if these firms 

                                                   
5 A report by the Asian Development Bank which also uses the IAD framework has been very useful to help 

structuring this analysis (Asian Development Bank, 2009). 
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originate in the donor country and are only involved in the corresponding developing country because 

of support of the donor governments (OECD-DAC, 2006). 

Choice for policy aspects 

For this analysis, specific policy parts which apply to this change in particular are selected. 

Throughout the years, there have been quite a number of different instruments which were used by the 

Dutch government to support the private sector in developing countries. Some of these instruments 

also involved Dutch firms as project developers, consultants or in other positions (see chapter 2 and 

Appendices I, IV and X). 

There is however a big difference between the definition of private sector development and the way 

the Dutch government uses their private sector-focused development aid. The difference is that the 

used definition incorporates all types of private sector development, and deals almost solely with the 

development of the private sector in developing countries. The phrase which is used for the Dutch 

government, ‘private sector-centered approach’ only deals with instruments in which Dutch firms can 

participate. These instruments do not necessarily have to do with ‘private sector development’ in 

developing countries, although they are often quite intertwined with it (Appendix  

X-2.1). Therefore, the focus in this research is only on types of instruments which aim to involve the 

Dutch private sector, regardless of whether they stimulate the local private sector in the recipient 

countries (although this is often at least a sub target of these instruments). 

There are many instruments of the Dutch development aid policy which could be chosen to analyze 

with the IAD framework. Since this report focuses on projects and investments in the sector of 

renewable energy, it is most convenient to choose instruments which are directly related to renewable 

energy production and investment. Taking this into account, the following instruments could be 

options to analyze: 

- DBI: Import Sustainable Biomass Fund 

- DBM: Global Sustainable Biomass Fund 

- Daey Ouwens Fund For Small-Scale Renewable Energy Projects (for the sake of simplicity 

abbreviated in this report with the non-official ‘DOF’) 

- AEF: Access to Energy Fund 

- MMF, the Matchmaking Facility of the EVD
6
 

Investigation of instruments 

First, it is investigated very briefly how these instruments work and it is discussed in which way they 

would be interesting to analyze with the IAD framework. After this it is inventoried which 

instruments are the most relevant to analyze with the IAD framework. 

Import Sustainable Biomass Fund 

DBI was started with the purpose to give an impulse to the sustainability of biomass important chains 

for energy and chemistry applications in the Netherlands. Innovation and pilot projects are 

emphasized in the allocation of the funds. This fund is not focused on a particular country, but does 

emphasize large-scale application of biomass, so countries which are potentially big producers of 

biomass are eligible for this fund. The aim is to import this biomass to the Netherlands and use it for 

sustainable energy production. The maximum subsidy per project is 1 million euro for a non-

                                                   
6 The MMF does not strictly focus on renewable energy, but it is aligned so well with the aims and purposes of 

the Dutch government administration as stated in the ‘Basisbrief Ontwikkelingssamenwerking’ that it would be 

very interesting to analyze. Furthermore, renewable energy companies could certainly make use of the facility. 
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entrepreneurial applicant, €500.000,- for entrepreneurs and a maximum of 7.500 for agricultural 

producers in the EU. Expenses which can be covered by this subsidy are costs which are necessary for 

the sustainability of the biomass chain. The applicant has to be settled in the Netherlands, and 

cooperation has to be made with a different firm, which results in both firms being responsible for the 

end results of the project. DBI is a quite broad instrument, since both investments in capital and 

studies can be subsidized. An absolute condition is that the activities would not be possible without 

the subsidy. (NL Agency, NL Energy and Climate Change, 2010b) 

The DBI fund focuses specifically on large-scale biomass production, and it is only possible for Dutch 

applicants to apply for financial means provided for by this fund. This makes this regulation very 

focused on the Netherlands and interests of Dutch firms. Estrup (2009) would call this instrument tied 

aid.  On the upside, the fund focuses on pilot projects, which would not be profitable and too risky to 

invest in without the fund. 

Global Sustainable Biomass Fund 

The purpose of the Global Sustainable Biomass Fund is the supporting of developing countries in the 

process of making the production of biomass for energy applications more sustainable. This is done in 

order to make it possible for this production to gain access to the local or international energy market. 

All ODA-countries are eligible for projects with a subsidy of this fund, but the focus is on the 

following countries: Indonesia, Vietnam, Colombia, Nicaragua, Mali, Ethiopia, Tanzania, 

Mozambique and South Africa. The maximum of subsidy per project is 1 million, the minimum is 

€100.000,-. During the first tender of the DBM, there were no specific limitations to the type of firms 

or organizations which could apply for the subsidy. In the second tender, it was mandatory that at 

least one of the applicants which was part of the consortium originated from the developing country in 

which the project was taking place. Types of projects which are supported with the DBM are 

knowledge-building projects, capacity creation and knowledge diffusion. Also, the focus is on pilot 

projects which have not been tried before in the same context. (NL Agency, Energy and Climate 

Change, 2010b) 

The DBM fund focuses on local pilot projects which do not necessarily need to be tied to the 

Netherlands. In fact, during the second tender this tie was even reduced further by demanding that at 

least one of the applicants originated in the developing country. Dutch firms and NGOs are able to 

benefit from this fund, but compared to DBI, the DBM fund is much more aligned to the interests of 

the developing countries themselves. 

Daey Ouwens Fund For Small-Scale Renewable Energy Projects 

The purpose of the Daey Ouwens Fund is the provision of accessible energy in the form of small-

scale, innovative renewable energy sources such as solar power, wind energy, local biomass, small-

scale hydropower and energy generated by muscle power for inhabitants in the Least Developed 

Countries (LDCs). This energy provision also has to be coupled with creation of jobs in order to be 

potentially eligible for a subsidy. The third tender of the DOF was limited to the countries of Mali, 

Mozambique, Uganda, Rwanda, Senegal and Tanzania. Private firms, knowledge institutes, NGOs 

and local authorities can all apply for a subsidy of the program. An important demand though is that 

for a project, at least one of the participating applicants has to be situated in the recipient country. The 

minimum subsidy for each project is €100.000,-, the maximum is €1,5 million. The subsidy will 

amount to a maximum of 50% of the eligible project costs. An important ‘threshold criterion’ for 

projects is that it must be likely that the project will continue in a sustainable manner for at least 10 

years after completion. (NL Agency, NL Energy and Climate Change, 2010a) 
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The Daey Ouwens Fund for Small-Scale Renewable Energy Project focuses on, as its name says, 

small-scale projects. Local projects are very important and the tie to the Netherlands does not have to 

be there since at least one of the applicants has to be situated in the recipient country. But Dutch firms 

can benefit from the fund, as one of the applicants or as part of a consortium. 

Access to Energy Fund 

The aim of the Access to Energy Fund is to fund projects in the private sector which create a 

sustainable access to energy services in developing countries. Projects can range from renewable 

energy to traditional energy sources, and could also include new initiatives to improvements in 

already existing facilities. It is not clear how funds are distributed, but a major part of the fund is used 

for loans to projects. Three quarters of the Access to Energy Fund capital is targeted at Sub-Saharan 

Africa or other LDCs and a maximum of one quarter to emerging markets. Focus is on distribution of 

energy projects, although financing is also provided for transmission and generation projects. Projects 

should have a measurable relation to the improvement of access to energy. The ultimate aim is to 

connect 2,1 million people in developing countries in the year of 2015. (NL Agency, NL Energy and 

Climate Change, 2011a) 

The AEF states explicitly that the financing does not depend on the procurement of goods or services 

in the Netherlands (Global Bioenergy Partnership, 2010). No limitations to the nationality of the firms 

or organizations applying for a subsidy are given, so also Dutch firms can apply on their own. 

Development Cooperation Matchmaking Facility 

The MMF links firms in developing countries to reliable partners in the Netherlands. Theoretically, 

the MMF is very neatly in line with the ambitions of the government regarding development 

cooperation; a facilitating role for the government and an active involvement of Dutch firms. 

Furthermore, the MMF can also be used to deal with matches by firms focused on renewable energy. 

As such, also the MMF is an interesting candidate to be analyzed with the IAD framework (SER, 

Commissie Ontwikkelingssamenwerking, 2011). The MMF strives for structural cooperation, which 

means long-term and constructive, and the MMF focuses on companies that support the ‘People, 

Planet, Profit’ concept. The goal of the MMF is to stimulate joint investments in emerging markets. 

Foreign firms which are interested are urged to get into contact with the Dutch embassy in their 

countries of origin in order to participate in cooperation with a Dutch firm via the MMF (NL Agency, 

NL EVD International, 2011). 

Relevance of instruments for IAD analysis 

There are many more instruments of the Dutch government available which stimulate foreign 

investments by Dutch firms. Not all of these have been included in the overview given above. The 

reason for this is that the focus in this report in on instruments which focus or include renewable 

energy investments in their aims. Of the instruments given above, only the MMF does not focus 

specifically on renewable energy. But the MMF fits so well with the boundary conditions which the 

current government administration assigns to development aid and international investments (an 

active role for the Dutch private sector and a facilitating role for the government) that it has been 

included in this overview as well. Furthermore, cooperation between Dutch and foreign firms in the 

sector of renewable energy could still be a result from the MMF. 

Instruments like ORIO, PUM, MASSIF, IDF and PIB (which are other instruments that might seem 

interesting; for the abbreviations view the abbreviations chapter at the beginning of this report) do not 

focus specifically on renewable energy and are thus less relevant, even though some of them could 

have probably been very interesting to analyze from a purely private investment promotion point of 
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view. EnDev (Energizing Development Program) is administered by GIZ, which is German, and thus 

is outside of the scope of this research. The PPIF (Pro-poor Innovation Fund) could be interesting for 

this analysis, since it focuses on Base of the Pyramid (BoP) investments and one of its themes is 

energy, but this fund is not mature enough to lead to consistent conclusions about their investments 

and has thus been excluded from this analysis. 

The table below depicts an overview of the five instruments which have been briefly described above. 

 

Figure 16: Relevant instruments which focus on Dutch firm investments in developing countries in the sector of 

renewable energy (NL Agency, NL Energy and Climate Change, 2010a; NL Agency, NL Energy and Climate Change, 

2010b; NL Agency, NL Energy and Climate Change, 2011a; SER, Commissie Ontwikkelingssamenwerking, 2011; NL 

Agency, NL EVD International, 2011; Global Bioenergy Partnership, 2010) 

There are multiple development-related instruments which have a focus on renewable energy and 

include the Dutch private sector which qualify for an analysis with the IAD framework, but since it is 

not possible to analyze all instruments a choice has to be made. 

Since it is investigated in which way the current government policy regarding development aid differs 

from previous administrations on the topic of private sector involvement, it would make the most 

sense to choose instruments which reflect the new policy the most, even if these instruments have 

already been in place during previous administrations. Since the MMF has such overlap with the 

current government policy and rhetoric regarding private sector investments, it makes sense to include 

this instrument in the analysis. 

The remaining four instruments summarized in the section above are different from the MMF and 

similar to each other in the way that they work with projects in which Dutch (or foreign) firms receive 

a subsidy or a loan (in the case of the AEF). The aims of the instruments are different though, and 

restrictions to specific countries or type of firms or organization also vary among these instruments. 

According to Gibson et al. (2005), incentives can vary greatly between situations where a project is 
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undertaken by a firm from the donor country in the recipient country, and situations where the 

projects managed by a firm stationed in the recipient country. As such, it would make sense to analyze 

instruments which vary in the extent to which foreign or domestic firms are likely to be selected for 

the subsidy. The DBI fund is the only fund for which it is mandatory that the firm applying for the 

subsidy is Dutch. DOF and DBM (2
nd

 tender) both demand that at least one organization or firm from 

the recipient country is cooperating in the application of the project. Because of the internship at NL 

Agency which was coupled with this research and for which also a lot of information about the DBM 

instrument was used, it seems to be most logical to choose for an analysis of the DBM fund. 

Thus, the three instruments which are analyzed using the IAD framework are: 

- The Import Sustainable Biomass Fund (DBI) 

- The Global Sustainable Biomass Fund (DBM) 

- The Development Cooperation Matchmaking Facility (MMF) 

The institutional analysis and development framework is applied to these three situations and as such, 

possible implications of the shift of the Dutch development cooperation policy can be highlighted. 

This research is done using literature studies about the funds and the way in which they are organized, 

and interviews conducted with multiple actors with knowledge about these funds. 
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Import Sustainable Biomass Fund 

In this IAD analysis of the Import Sustainable Biomass Fund, all the different aspects of the figure for 

institutional analysis are dealt with. To make sure this analysis is conveniently arranged, the following 

order of treating the different aspects is adhered to: 
7
 

  

This analysis is done using interviews, literature studies, and internal communication which occurred 

at NL Agency during the internship. The interviews are important for the part about the action arena 

and interactions, since they emphasize the views of different actors and in which way they are linked 

to other actors and their environment. In the last part of the analysis it is tried to analyze the complete 

picture of the instrument and some sub conclusions are drawn about the IAD analysis for DBI. The 

aspects which are analyzed are reflected by the figure for institutional analysis, as depicted in figure 

17 as a reminder. 

Since the analysis is quite long, in this chapter only the two most important aspects will be treated; 

empirical experiences and discussion and sub conclusions about the analysis. The other preceding 

parts of this analysis dealing with the DBI program can be found back in Appendix VIII. 

                                                   
7 This order in dealing with the different aspects of the analysis is also be maintained in the IAD analyses of the 

DBM and the MMF instruments. 
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Figure 17: Figure for institutional analysis (amended from original of Gibson et al., 2005) 

 

Empirical experiences and discussion 

In this part, issues resulting from empirical information which need extra discussion are highlighted. 

Difference between theory and practice 

In theory, with regard to problems of projects, technological problems are almost always solvable, 

organizational problems as well, unless they involve deep misunderstanding among partners. When a 

project has profit problems, it will never get off the ground anyway. Institutional problems can be 

quite severe, but should be neutralized or tackled in part using correct reports and evaluations of the 

projects. Market failure is something which can often be assessed beforehand. (Appendix X-2.1) In 

practice however, aforementioned things which in theory are preventable do sometimes go wrong 

with projects. For instance, organizational problems sometimes arise when particular actors are 

contacted too late, for instance certificate agencies. Also, communication among actors is sometimes 

problematic and this does not stimulate good cooperation and can lead to friction among actors. These 

things have also happened in the DBI project. (Appendix X-4.3) 

Continuation of projects 

Continuation is something which as a rule should be arranged on paper by clear agreements. “Since 

reporting is one of the only checks which a donor has to make sure the aid is spent in a productive 

way and projects are running well, there should be emphasis on this”. (Appendix X-2.1) This remark 

states the importance of clear and good quality reporting to reduce information asymmetry between 

the aid agency and applicants. In the DBI program, continuity of the project was not dealt with in the 

contract for the period after the provision of subsidies is discontinued. For instance, the audits which 

are needed for continued certification of the biomass are recurring and often quite pricy. In one 

project, it was completely unclear where the money for these audits should come from after the 

funding with DBI subsidies was finished (Appendix X-4.3).  

Information asymmetries 

With regard to information asymmetry between Ministries and NL Agency, this also exists in the DBI 

project. Ministries view NL Agency as a ‘contractor’ which administrates the instrument for them. 

When evaluations from their contractors show that something is wrong with the instrument, or the 

agency is not performing well, the Ministry can take action. (Appendix X-2.2) This implies that the 

Ministry is quite dependent on the information which it gets form NL Agency, and this shows that 
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information asymmetry between NL Agency and the Ministries can certainly be an issue in the DBI 

program. 

Powerful actors 

Firms in influential positions can often exert pressure on the conditions and outcome of projects. The 

government or the agency administrating the instrument should make sure that this is limited. 

(Appendix X-2.3) These influential positions can in the DBI program be found back with the buyers 

of the produced biomass, although this also depends on the individual projects. In one case of a DBI 

project, the buyer of the produced biomass acted opportunistically the moment their mother firm came 

into trouble. They lowered the price they were willing to pay for the project, which led to serious 

trouble for the project as a whole. In this case, there was nothing in the contract to prevent this 

behavior (Appendix X-4.3). In the case when the buyers would contractually commit themselves, this 

would drastically reduce the possibility for them to act opportunistically. Also, the involvement of 

them with other aspects of the project could commit these actors to such an extent that it also limits 

their incentives to act opportunistically. These could be solutions for the experienced problem.  

This discussion about power of certain actors stems from a potential problem which is created when 

there is a big difference between ownership and power in a project. In the case of the aforementioned 

project where the buyer of the biomass had considerable power, ownership was also shared by other 

actors, namely NL Agency, the applicants and the smallholders in Tanzania which do effort to make 

the project a success. This is in contrast to the power over the project; this belonged to a great extent 

to the purchaser of the produced biomass, which had drastic effects on the project and its outcome. 

(Appendix X-4.3) 

Contacts among applicants 

Personal contacts among applicants and with local actors in the recipient country are very important 

for the succeeding of projects. Also redundancy in contacts among actors is important (Appendix X-

4.2; Appendix X-4.4). When this is lacking or in the case that certain actors which should cooperate 

well do not have contact, they can directly or indirectly lead to problems (Appendix X-4.3). 

NL Agency 

Flexibility and dedication of NL Agency are mentioned as good aspects about the administrator of the 

DBI program (Appendix X-4.3; Appendix X-4.4). On the other hand, NL Agency did not have a huge 

experience with biomass projects, and this could indirectly have led to some things not being done in 

the most efficient way (Appendix X-4.3). 

General setup of DBI and parallels to other discussions 

With regard to the general setup of the DBI instrument, there can be a parallel to past discussions 

discussion between different government bodies (Economic Affairs and Foreign Affairs, the last 

which is often represented by people from Development Cooperation). These discussions have been 

quite intense in the past. For example, discussions about the purpose of the ORET program come to 

mind, where Foreign Affairs argued that the profit purpose for firms investing in it dominate the 

program. They however ignored some very relevant development-related benefits of the project; the 

continuity and the beneficial effects which such continuity will have for the population of the 

recipient country and the relation of the Netherlands with that country. This discussion eventually led 

to the discontinuation of the ORET program. ORET was thoroughly evaluated, but the trickle down 

effects were never proven. (Appendix X-2.1) Although such heavy discussions do not exist about the 

DBI program, this story does teach us about the viewpoints which particular actors can have about 

these types of instruments. Although ORET was a different program than DBI is, and there exist 
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many differences which make it unlikely that the same type of discussion would start about DBI, (it is 

much smaller financially spoken, and also the funds have already been disbursed and there is no 

additional tender planned) it is still likely that people taking a critical stance against DBI will use 

comparable arguments. Proponents can point to the interest of the Netherlands and the benefits of 

bilateral cooperation, but also to the aforementioned continuity of projects and developments of 

profitable business cases which might lead to beneficial effects for the local population (although 

trickle down is a quite contested notion). (Arndt, 1983) 

Sub conclusion about the analysis of the DBI program 

The DBI program leads to many interactions, new institutions and incentives. The most significant 

effects of DBI which are expected to be the most influential with regard to the effectiveness are 

described below. 

Projects in the DBI program can depend on an outlet market in the Netherlands for their sustainably 

produced biomass. These purchasers often depend on the SDE subsidy scheme of the Dutch 

government. Sometimes, in DBI projects, the purchasers of the biomass have little commitment with 

the project, which can be the case when they do not participate in the rest of the project financially. 

When commitment of the purchasers is not regulated in the contract, they have the possibility to act 

opportunistically when prices of biomass fluctuate or the firm gets into financial difficulties. The 

likelihood of them using this possibility is amplified when they have little commitment with the 

project itself. This is a problem which stems from a big difference between the degree of ownership 

and the degree of power of an actor. It could be solved contractually by obliging the purchaser to 

purchase the biomass for a price which is defined beforehand. Obliging the purchaser to actively 

invest in the project would also increase their commitment, but is no insurance against opportunistic 

behavior. Both measures would increase the barrier to cooperate for purchasers, though. 

Because firms have incentives to select the cheapest certificates which are still in line with the 

regulations, and because certificates which adhere to more stringent criteria are usually more 

expensive to issue, this could lead to a race to the bottom with regard to sustainability criteria and 

costs of certificates. This ‘bottom’ is the absolute minimum of sustainability criteria required by the 

RED guidelines. This fear was voiced during the mid term evaluation of DBI projects organized by 

NL Agency and attended by many applicants (NL Agency, NL Energy and Climate, 2012). 

An associated issue can be the subordination of development targets like the MDGs when the focus of 

an instrument is on the interests of the donor. This can happen both by the Dutch central government 

and cooperating actors. Actors might view the imports of biomass as the most important issue of the 

program, and the development targets as sub targets or even as a hassle they have to go through to 

obtain the subsidy. This can be strengthened by the failure to force applicants to involve a local firm 

in the consortium, which can lead to a lack of commitment for Dutch actors. The DBI forces the lead 

applicant to be Dutch, which makes it a very donor-oriented instrument. 

Related to the donor-oriented nature of the instrument are also possible information asymmetries. 

These are likely to be high, especially between actors in the recipient country and actors in the 

Netherlands. This means that information asymmetry exists mostly between subcontractors and the 

lead applicant. Information asymmetries between the lead applicants in the Netherlands and NL 

Agency on the other hand, are likely to be lower than usual since these actors have good contact and 

are both situated in the Netherlands.  
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A final sub conclusion is that the continuation of projects in the DBI program is not contractually 

arranged and it is often not clear how to deal with continuation financially because of the 

discontinuation of the subsidy. There are add-ons possible, and NL Agency is able to spend funds in 

their additional program (aanvullend programma) for scaling up of projects or safeguarding 

continuity, but this is dealt with at an ad-hoc basis (NL Agency, NL Energy and Climate Change, 

2011b). 

In figure 18, the main conclusions of this analysis have been depicted in a convenient way. 
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Figure 18: Sub conclusions of the IAD analysis of the DBI instrument 
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Global Sustainable Biomass Fund 

In this analysis of the Global Sustainable Biomass Fund, there are a lot of similarities with the Import 

Sustainable Biomass Fund. In many cases, a referral to the analysis of the DBI instrument is given 

when aspects of the DBM fund are similar or comparable at the DBI fund. Special attention is on 

relevant differences between these funds and how these differences affect incentives, institutions and 

the way actors interact. In this analysis, the same structure which was used with the DBI analysis is 

used. Interviews, literature studies and internal communication during the internship at NL Agency 

are used for this analysis. 

The aim of the Global Sustainable Biomass Fund is to support developing countries in making their 

biomass production chain for biomass used for energy purposes sustainable. Projects in this fund deal 

with different aspects; for instance the certification of biomass production, the testing of new types of 

crops suitable for energy production, or with residual flows. The fund consists of two tenders and 

provides in total 12.5 million euro worth of grants to development projects targeted at sustainable 

biomass (NL Agency, Ministry of Foreign Affairs, 2010). 

The first parts of this IAD analysis of the DBM program can be found in Appendix IX. This chapter is 

focused on the empirical experiences and discussion and sub conclusions about the analysis. 

Empirical experiences and discussion 

In this part, issues resulting from empirical information which need extra discussion are highlighted. 

Focus on local interests instead of Dutch interests 

When analyzing the DBM program, it becomes apparent how focused the DBI program is on the 

Dutch interests. Not only is the focus on the import of biomass, also the applicants are Dutch and 

contacts from NL Agency with the local recipients are minimal if not non-existent (Appendix X-2.4). 

Local actors and contacts are seen as being instrumental to the project purpose: importing biomass. In 

the DBM program however, local capacity building is certainly an important direct purpose of the 

program. This is strengthened by the inclusion of at least one local actor in the applicants and the field 

trips of NL Agency to the project. Capacity building is an important aspect for the continuation of 

projects (Appendix X-2.1).  

International applicants and the price of aid 

When both Dutch, international and local firms can apply this creates competition which drives down 

the price of aid. Local firms are often able to provide services or technology for prices which would 

never be possible for Dutch firms. Of course Dutch firms still have a bigger chance to get rewarded 

with projects in comparison with their international competitors, but their price should not be too high 

(Appendix X-2.2). 

A recipient-centered approach 

In a specific project which is aimed at algae production in Indonesia, the lead applicant argues that 

one of the reasons for the success of the project is his connections with the local people and firm. He 

worked with people from Indonesia from the very first day and thinks from their mindset instead of 

from the Western view. The focus with regard to projects being undertaking in developing countries 

should be on indigenous knowledge and people, since projects with this focus will simply have more 

success. “You should treat local people with respect and not tell them how to behave, then you will 

achieve a flourishing business” (Appendix X-4.2). 
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The problem of fluctuating prices 

With regard to multiple types of bio energy (gas, ethanol and others), there are quite fluctuating prices 

in the Netherlands. This creates an unstable environment for firms willing to invest in these 

technologies. Also, international differences in exchange rates and decisions by the USA to stop 

subsidizing their ethanol producers have big influences on prices of these commodities. This leads to 

incentives for the buyers of that sustainable biomass to act opportunistically and only buy the product 

when the price is right. This could lead to serious problems for producers (Appendix X-4.4; Appendix 

X-4.2; Appendix X-4.3). For the DBM program however, these problems could be less severe, since 

projects often do not depend on a market outlet for their biomass, since it is often not the immediate 

ambition of the DBI projects to be commercially profitable. 

Interests of firms 

Firms participating in the DBM program have to meet criteria regarding contribution to the MDGs 

and the Cramer criteria. Despite this obligation, the interests for firm participating in the DBM 

program do not seem to change. Firms still have as their most important target the making of profits, 

or at least the possibility to make profits in the future with use of the outcome of the DBM project 

(Appendix X-4.2). Of course, this also differs among firms, but in general, firms act with their own 

interests in mind, and the trick is to combine these interests with sustainability and development 

targets (Appendix X-4.4). One interviewee who was representing the interests of a private firm even 

mentioned that it was “absolutely necessary to be able to retreat from a project at any possible time” 

(Appendix X-4.2). 

Sensitivity and flexibility of projects 

Where in the DBI program the purchasers of the biomass can make or break the project (Appendix X-

4.3), in the DBM program they have a less deciding role. When prices become too high to make it 

profitable to import produced biomass, alternative approached can be chosen which might not directly 

lead to the meeting of all project ambitions, but still lead to the implementation of a big part of the 

project. Also, commercial transactions were left outside of the project finances. Even when it was 

clear that the biomass would not be imported to the Netherlands anymore, the project in Brazil still 

found mills willing to participate in the certification process in order to improve their production 

process (Appendix X-4.4).  

Projects as ‘collections of activities’ 

In the ethanol project in Brazil, an important part of the program was aimed at the retraining of 

formers sugar cane cutters which were replaced with mechanical production. In essence, this part of 

the project was not involved directly with the certification part of the project, which was done by 

other actors. The lead applicant explained during the interview that the combination of both activities 

was necessary to meet sustainability and MDG criteria for the application at NL Agency, and that 

both activities were also necessary to represent the interests of all the actors in their consortium 

(Appendix X-4.4). It is thus not necessary that activities in projects have an intimate connection; 

additional activities can be used to ‘compensate’ for what lacks in other parts of the project. 

Local or Dutch markets 

The way in which is determined whether a consortium will produce for the local or the Dutch market 

depends on the first place on the applicants which are in the consortium. Also, the circumstances and 

difficulties with importing the biomass to the Netherlands have influence on this decision. In the 

ethanol project in Brazil, the consortium never considered to certify biomass for the local market, 

because of the actors present in the consortium (Appendix X-4.4). In the algae production project, 

since there were already Indonesian actors in the consortium which would have interests in producing 
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for the local market, the decision was made to produce for the local market. But this decision also had 

to do with difficulties which would be paired with imports to the Netherlands (Appendix X-4.2). In a 

solid biomass project in Mozambique, it was not clear from the beginning for which purpose the 

biomass would be used. Both the possibilities of export of biomass to the Netherlands and the 

production for the local market are considered. But the project is progressing so badly that the lead 

applicant does not think that any of these options will eventually succeed (Appendix X-4.4). 

Sub conclusion about the analysis of the DBM program 

The DBM program leads to many interactions, new institutions and incentives. The most significant 

of these which are expected to be the most influential with regard to the effectiveness are described 

below. Often when it is relevant, a comparison is made with the DBI in this sub conclusion. 

Because of the focus of the DBM program, which is the supporting of developing countries to make 

their biomass production chain for energy purposes more sustainable, the program is geared to a great 

extent towards the interest of the recipient country. Also, because of the mandatory involvement of 

local firms or organizations in the applying consortium (in the second tender), local embedding is 

stimulated. Increasing commitment from actors from the recipient country is also likely because of 

this measure. This recipient-centered approach does not mean that the interests of private firms active 

in DBM project are different, they are still geared towards the making of profits. 

Since the DBM program focuses on the local or international market of biomass, this decreases the 

power of Dutch purchasers of sustainably produced biomass. This also decreases chances of the 

projects failing because of opportunistic behavior of Dutch purchasers. This does not mean that 

purchasers will have no power at all, but because the DBM program is in general less geared towards 

commercial exploitation this means they are also more resilient against price shifts in the biomass 

commodity market. This makes the DBM program more flexible and reduces chances of outright 

failure for projects. Also, NL Agency helps with this by not adhering very strictly to the agreements, 

as long as the main targets of the project are still supported. 

The DBM fund shows that projects do not have to be a coherent whole. It is shown that sometimes it 

is necessary to have a ‘collection of activities’ to make sure the interests of every applicant in the 

consortium are represented, and the application criteria of NL Agency are met. A lot of decisions 

depend on the interests of the applicants, including the decision to produce for the Dutch, the 

international or the regional market.  

The focus on recipient country applicants makes information asymmetry happening outside of the 

consortium more likely than inside, especially if there is now Dutch actor represented in the applying 

consortium. This means that information asymmetry between the applicants and NL Agency is likely 

to be highest with DBM projects. Information asymmetry is likely to be highest with non-physical 

aspects, and since results might be partially of a non-physical nature in DBM, like test results or 

research, this problem might be severe. NL Agency deals with these dangers of information 

asymmetry by organizing field trips to the projects. 

Because of the reason that a lot of different firms and organizations can apply for the DBM program 

(and not only Dutch actors like is the case with the DBI program), this will lead to more competition 

among applicants which drives down the price paid for this aid. But Dutch applicants will most likely 

still have an advantage because of their contact network and affinity in coping with the Dutch 

situation. But this is not proven empirically. 
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In figure 19, the main conclusions of this analysis have been depicted in a convenient way. 
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Figure 19: Sub conclusions of the IAD analysis of the DBM instrument 
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The Matchmaking Facility of the EVD 

The Matchmaking Facility started in 2006 with a pilot program in eight different countries, and 

became a regular program after a positive evaluation. The program started because the Dutch 

embassies and the PSOM program felt that matchmaking for entrepreneurs from development 

countries was needed. Also, the embassies wanted to have a central platform to deal with 

entrepreneurs from developing countries wanting to get into contact with Dutch firms and the EVD 

wanted to increase the number of PSOM applications. (Triodos Facet, 2010) 

Thus, the MMF focuses on entrepreneurs in developing countries which have a concrete investment or 

trade idea. These entrepreneurs can use the MMF to find a Dutch partner for investment or trade. The 

MMF aims to start a sustainable relationship between the Dutch partners and the foreign 

entrepreneurs. Also, the MMF has the ambition to collaborate with other programs like PUM, CBI 

and others. The services that the MMF offers to the entrepreneurs from the developing country are the 

identification of Dutch partners based on the needs of the entrepreneur, and the facilitation of 

collaboration using a consultant. The developing country entrepreneur gets a voucher worth 5000 euro 

which he can spend on a consultant. In practice, the identification of Dutch partners which match the 

need of the foreign entrepreneur is often done by consultants, namely in two thirds of the cases. The 

consultant who identifies three suitable matches and communicates these to the MMF gets the 

voucher. This voucher is spent on the producing of a quick scan of the foreign applicant, preparing a 

visit of the applicant to the potential business partners in the Netherlands, preparing a follow-up plan 

and producing an evaluation report after the visit. (Triodos Facet, 2010) 

The embassies differ with regard to their capacity and motivation to promote the MMF. This has led 

to an overrepresentation of entrepreneurs of specific countries in the MMF (mostly central and eastern 

Europe). The consultants active in the MMF were contracted by the MMF and about 20 of them are 

active in the MMF trajectories. Consultants often have the ambition to get follow-up work from the 

matchmaking facilities, but experiences with regard to this have been mixed. In some cases, 

consultants focus on a particular sector or on a specific follow-up program (like PSI). (Triodos Facet, 

2010) 

The motivations of the foreign applicants differ to a great extent; some want to sell their products in 

the Netherlands, others want to buy equipment in the Netherlands. In 2010, for 174 foreign applicants 

matches were found and 150 vouchers were used. Also, PSI applications increased as a result of the 

MMF. (Triodos Facet, 2010) 

The facts which have been described above show the MMF as a fund with contacts which are 

intended to be started by entrepreneurs of the developing countries. In practice, this initiative by local 

entrepreneurs of developing countries is often more difficult. In a report about the implementation of 

a Private Sector Program (PSP) with regard to renewable energy technology in Indonesia (Boerakker, 

2010), a number of issues are highlighted which explain this difficulty: 

 The renewable energy sector in Indonesia is far from mature, although conditions are 

improving relatively fast 

 Indonesian companies have difficulties being explicit on their ideas and projects 

 Indonesian companies are willing to cooperate with Dutch companies, but opportunities are 

not concrete yet 

 Cultural aspects are usually quite different; in Indonesia the business culture values personal 

contact based on trust that will only be gained over time 
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Also, other conclusions of this report about possibilities for Indonesian-Dutch business cooperation 

are that the Netherlands should also extend and strengthen its network of Dutch companies. Also, 

Dutch companies should become a more logical partner for Indonesian companies, and this could be 

done by increasing the exposure of Dutch companies and the PSP program in Indonesia. Also, 

financial means should be available to stimulate cooperation between Dutch and Indonesian 

companies. (Boerakker, 2010) 

This analysis shows that theory tends to differ from practice regarding cooperation between 

companies from the Netherlands and Indonesia. From both the Indonesian and the Dutch side, there 

are problems with a smooth match making between Dutch and Indonesian companies. It is likely that 

these types of difficulties also exist with regard to other developing countries. 

When the initial process of the MMF is gone through, the facility works quite home country centered 

(it might be wrong to speak of recipient or donor countries in the case of the MMF, although the 

facility is financed with development cooperation funds). Dutch firms are selected, either by the 

matchmaking facility of the MMF or by Dutch consultants, and subsequently the foreign 

entrepreneurs have to travel to the Netherlands to get into contact with the Dutch firms. It has to be 

guarded for that this way of working does not lead to big information asymmetries between the 

foreign applicant and the Dutch firms. Of course, this scope for information asymmetry is decreased 

by the quick scan which has been made in the beginning of the process and information obtained from 

the embassies, but it still remains a danger. On the other hand, projects resulting from the MMF can 

vary to such an extent that this really depends on the specific project.  

Another potential problem is that the purpose of the MMF is unclear (Triodos Facet, 2010). Some 

contacts lead to applications for the PSI, for example, but others can lead to ‘regular’ trade 

relationships. It is thus completely unclear how other potential problems resulting from interactions 

would work out in case of the MMF. But a thing which seems clear is that the MMF does not focus on 

sustainability issues, although it might be the subject of some projects. The MMF is purely business-

oriented, in line with the ambitions of the government administration as voiced in the Basisbrief. It is 

however relatively unclear what the MMF has to do with development cooperation, and even though 

the projects resulting from the MMF might contribute to economic development of poor countries, 

this link is not made explicit in the fund itself. Also, the fund focuses on more countries than only 

developing countries. So in short, although the MMF could contribute to cooperation between Dutch 

and developing country-situated companies, targets of the fund are not clear, implementation is often 

far from smooth, development benefits are uncertain and big information asymmetries between 

applicants can be a problem. 
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The Dutch Private Sector 

For an internal project of AGNL, 2 workshops for Dutch firms were organized which concerned 

investing in renewable energy in developing countries. During these workshops, potential problems 

for Dutch firms investing in developing countries (and more specific in the countries the workshops 

dealt with) are identified. From these difficulties more general implications of policy regarding 

private sector investments in developing countries can be drawn. This is what is done in this chapter 

using the both workshops. The first workshop dealt with Indonesia, the second focused on the EAC 

(East African Community; consisting of Kenya, Tanzania, Uganda, Rwanda and Burundi). The full 

minutes of these workshops are added in Appendix II (Indonesia) and Appendix III (EAC). 

Workshop Indonesia 

During the workshop regarding Dutch private sector investments in renewable energy in Indonesia, it 

was emphasized that Indonesia is a big and promising market for these types of investments, and 

economic growth in Indonesia is expected to remain at a high level during the coming years. An 

alarming factor concerning the energy use in Indonesia is that the energy-elasticity, which states the 

percent of increase in energy use resulting from a 1% economic growth, is 1,63. This means there are 

big challenges for renewable energy in this country. Focus in Indonesia regarding renewable energy is 

on geothermal energy and biomass. Difficulties are that there are very little incentives for investing in 

renewable, and that the Indonesian state-owned energy firm PLN is a monopolist, and one really has 

to have good contacts with them to come to an investment which has any chance of succeeding on the 

energy market. Institutions in Indonesia are very different with regard to doing business. For instance, 

planning should be handled very flexibly, transport is slow and difficult, and maintenance is really 

lacking. 

Workshop EAC 

In the East African Community, there is an increasing demand for affordable energy, but this is 

complicated by the fact that there is very little fossil fuel available in this region. There thus exist 

great opportunities for sustainable energy in these countries. Although Africa from a business 

perspective is assumed to have more long-term than short-term potential, it is still attractive when one 

can organize his business in a correct way. Things which should be kept in mind when doing business 

in the EAC are that organization and correct and reliable information are indispensable. Also, 

administration and bureaucracy are usually problems, and it pays to have a reliable African partner to 

help deal with this. Africans are good businesspeople but their bookkeeping and organization skills 

are underdeveloped, this should be kept in mind and dealt with. In some areas a real market does not 

exist yet but has to be created. 

Overall conclusions regarding the workshops 

As can be seen both in the very brief conclusions of the individual workshops as in the full minutes of 

them, focus in these workshops was really on the ambitions of Dutch firms to make profit in 

developing countries. The people aspect of PPP was usually related, but only to the extent that there 

had to be taken care of cultural differences when investing in Indonesia or the East African 

Community. Planet was related in the sense that the topic of the workshops was investments in 

renewable energy, but was not emphasized a lot in the workshops themselves. When developing 

countries fail to watch for the people and the planet aspect, it is not in the first interest of the investing 

firms to take care for this. Thus the following conclusion can be reached: 

Without an explicit government controlling mechanism, the notion of people-planet-profit is very 

difficult to achieve and this can go wrong. This government controlling mechanism can be a 
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mechanism put forward by donor countries in the case of development aid and by recipient countries 

in the case of FDI. 

In the conclusions, it is shown that there are many market difficulties on the renewable energy market 

of the developing countries. For instance, the PLN monopoly and the facts that an existing market in 

some parts of the EAC is absent can lead to huge difficulties regarding market failure. Development 

cooperation usually is already coupled with a high risk of market failure because of the mere nature of 

aid which stimulates certain entrepreneurs active in (in this case) the energy market. It should be no 

surprise that big externalities exist in this type of activity.  

These conclusions concerning the workshops make it very questionable whether it is a good idea to let 

development projects like these being regulated by the market. Even with FDI investments, which 

were aspired targets of these workshops, it is not a good idea to let investments be regulated by the 

market when it is clearly not able to steer things in the correct direction. With regard to FDI, this is 

clearly a task of the recipient government, but this finding suggests that donor governments should be 

very careful when stimulating firm investments in developing countries. They should at least use 

corporate social responsibility criteria when trying to stimulate private investments in the renewable 

energy sector of developing countries. The notion that firms already use these criteria and that it is in 

their own interest to use them, like the Dutch government states, is a very unsatisfying one and does 

not protect developing countries and their inhabitants in any way against the dangers of market 

failure. 
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5. Conclusion 
In this concluding chapter, the conclusions of the sub questions answered in the preceding sections of 

this report are recapped, and these answers are used to obtain a general conclusion to the main 

research question: 

Which problems and pitfalls can be expected to emerge as a result of the policy change of the Dutch 

government and how are they likely to influence the effectiveness of development cooperation? 

Aid effectiveness 

It is crucial to first define the term effectiveness, since this understanding is necessary for the rest of 

the conclusion chapter; as such sub question 1: 

How should ‘aid effectiveness’ be understood and be operationalized in line with the Dutch 

government’s new policy thinking? 

 

In the ‘Basisbrief Ontwikkelingssamenwerking’ the Dutch government argues that they view effective 

development aid as aid which reaches its developmental targets. The government puts a lot of 

emphasis on the visibility of aid and calls for a refocus of the targets. The WRR report speaks of three 

possible targets of aid; poverty reduction and improvement of living conditions, contribution to 

benevolent structural changes in developing countries, and contribution to global public goods. Of 

these three targets, according to the WRR the target to reduce poverty and improve living conditions 

especially needs to regain more emphasis. 

Effectiveness can be assessed by looked at the outcomes of policy. In this research, outcomes are 

considered to be the outcomes of development policy as aspired by the Dutch government. Because 

no individual projects but instruments which are still running are analyzed, it is impossible to predict 

to what extent these targets are reached with the instruments. This is thus not the focus of this 

research. The focus of this research is not on the outcome, but on interactions and gaps resulting from 

the interaction process. Systematic gaps which are occurring during the interactions resulting from the 

instruments analyzed are highlighted and possible problems and pitfalls are identified. With these 

gaps and pitfalls identified, it is then shown how they are likely to have impact on the effectiveness of 

development assistance. 

Changes in development cooperation policy 

The second sub question of this research is answered here:  

 

In what way is Dutch development aid policy going to change and how does this relate to broader 

changes in paradigms related to development cooperation, including changes in aid policy by other 

national governments? 

 

The biggest changes in Dutch development cooperation since the start of the Rutte administration 

have been drastic budget cuts, the reduction of the number of partner countries receiving bilateral aid 

and the focus on the themes of food and water. The involvement of the private sector is also 

mentioned in the Basisbrief explicitly and communicated through the media often. But the true impact 

of the ambition to involve the Dutch private sector more in development aid has remained unclear. It 

seems that almost no policy or instrument has been created to really stimulate this. Furthermore, the 

ambition was voiced by many previous government administrations as well, so it is unclear whether 

this ambition means a discontinuation with both past ambitions and policy. 
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In neighboring countries of the Netherlands, a comparable development can be seen with regard to the 

ambition to involve the private sector in development cooperation. This has is stimulated by the 

development paradigm of neoliberalism, which has a lot of influence on development cooperation 

policy nowadays. The developments in neighboring countries show that this ambition in the 

Netherlands is not isolated and is more or less comparable with the aims of other national 

governments. Whether this has been coupled with many practical policy measures or instruments is 

not clear, this is outside of the scope of this research. There does exist a certain difference between 

these other countries and the Netherlands. According to an interviewee, the main assumption about 

development cooperation in the Netherlands has shifted from positive to negative, and in the other 

countries this is not the case. 

The answer to the question whether there is a big shift of the government to a more private sector-

driven development aid is ambiguous. On the one hand they really try to emphasize this point in their 

rhetoric, but on the other hand not many results of it have been shown. This is also influenced by the 

heavy budget cuts and the focus on a smaller number of developing countries and topics; these leave 

very little moving space for the State Secretary to shape other policy. In practice, many instruments 

on which the private sector could rely have been discontinued during the last couple of years. 

Effects of a shift to a private sector-driven development cooperation approach 

In sub question 3, the IAD framework is used for a speculative macro analysis of the effects of a shift 

to private sector-driven development cooperation:  

Which changes in institutions, incentives, actors and external forces can be identified as a result of 

the shift of the policy in the direction of private sector-driven aid and how are they likely to influence 

the effectiveness of development cooperation? 

 

If the change to a private sector-driven development cooperation approach is real and existing, 

speculations about this shift, using the IAD framework lead to the following conclusions: 

 The spectrum of types of firms applying for subsidies of instruments is likely to broaden, 

since a private sector-driven approach is likely to attract more firms which are less 

development-focused 

 There can be expected to be less (international) competition among firms for instruments 

since the possibilities for non-Dutch firms to apply are restricted 

 Non-market conform prices for projects because of the tied nature of the aid 

 There could be a race to the bottom with regard to CSR, because of the focus on profits and 

the failure to regulate CSR 

 Local institutions in developing countries will be likely to be more difficult to create because 

of ownership issues 

 Information asymmetry will change; there will most likely be more asymmetry between 

donors and applicants about economic efficiency and less about developmental targets 

because the emphasis of the Dutch donor is now more on economic efficiency and less on 

development targets 

 Of course, an expected result of the shift is that the Dutch private sector is stimulated, and 

also the situation of the Dutch industry and the ‘BV Nederland’ in an international context is 

improved 

 It is possible that the position and the interests of recipient countries and its inhabitants are 

neglected in the new private sector-driven development cooperation policy 
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Already existing instruments 

Sub question 4 deals with existing instruments which are already in line with the private sector-driven 

approach that is voiced in the Dutch development cooperation policy. It can be expected that these 

instruments will get more important and numerous in the future if the policy will be implemented: 

Which institutions, incentives, actors and external forces can be identified in already existing 

instruments which are in line with private sector-driven development cooperation and what can we 

conclude from this constellation in terms of influence on the effectiveness of development 

cooperation? 

 

There exist many different institutions, incentives and external forces in the ways in which the DBI, 

DBM and MMF are set up. For a complete overview of these, the interested reader is referred to 

appendices VIII for the DBI program and IX for the DBM program. In the answer to this important 

sub question, only relevant aspects which can be expected to have influence on the effectiveness of 

development cooperation are mentioned. 

 

About the DBI program, the following conclusions can be drawn: 

 DBI leads to dependency on powerful actors, namely the purchasers of the biomass. The 

sometimes low degree of dependency of these actors can lead to problems in projects 

 There could happen a race to the bottom with regard to certificates for the imported biomass, 

since firms have incentives to obtain certificates which are cheapest but still qualify for the 

minimum of the RED guidelines 

 A lack of commitment to recipients and beneficiaries of the aid combined with unchecked 

incentives for firms to pursue their own interests could lead to subordination of development 

targets 

 A high degree of information asymmetry between the applicants in the Netherlands and 

subcontractors in the recipient country can be expected, coupled with lower degrees of 

information asymmetry between NL Agency and the Dutch applicants 

 Continuation of projects is not contractually arranged, this is a problem for the future 

perspective of some projects 

 

With regard to the DBM program, the following conclusions can be drawn: 

 The DBM program is geared towards the incentives of developing countries more, and this 

often leads to good local embedding 

 This local embedding and focus on developing countries does not mean that private firms 

refrain from being led by their own interests 

 The projects in the DBM program are in general more flexible and more resilient against 

opportunistic behavior of single actors compared to the DBI program 

 Projects taking place do not necessarily have to be a coherent whole, they can exist out of 

smaller non-related parts which together make sure that development targets are met and 

interests of all the members of the consortium are represented in the projects 

 There can be expected to be a high degree of information asymmetry between NL Agency 

and (especially foreign) applicants. With projects which have non-physical targets, this 

asymmetry is likely to be worse 

 Competition for the program is most likely higher than in DBI, because international firms 

have to apply. In spite of this, consortia with Dutch applicants are likely to still have the best 

chance to get the subsidy 
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About the MMF, the following conclusions have been drawn: 

 The MMF could contribute to cooperation between Dutch and developing country-situated 

companies, but it is not clear if this instrument is working well 

 Targets of the fund are not clear 

 Implementation of the fund is often far from smooth 

 Development benefits are uncertain 

 Big information asymmetries among foreign applicants and Dutch firms can be a problem 

 

Problems and pitfalls as a result of the policy change 

In the main research question, the two preceding sub questions are combined and used in order to 

draw more general conclusions about a shift to a more private sector-driven development cooperation 

policy: 

Which problems and pitfalls can be expected to emerge as a result of the policy change of the Dutch 

government and how are they likely to influence the effectiveness of development cooperation? 

Negative externalities of the free market 

The analyses done with the IAD framework show that there could be unexpected problems or pitfalls 

in projects, such as actors which are so powerful that they can bring projects into trouble with 

opportunistic behavior. Also, races to the bottom with regard to sustainability certificates or CSR can 

become reality if left to the free market without government checks. 

Dutch firms 

Also, another problem is whether the incentive structures of firms allow a too ‘free’ private sector-

driven development approach to reach its developmental targets. With regard to the more general 

empirical part about involvement of Dutch firms in development cooperation, it is shown in the sub 

chapter about the organized workshops that the interests of Dutch firms are mostly related to simple 

profit market and growth. The spirit of the workshops wanted to focus on the triple bottom line 

(People, Planet, Profit), but it was apparent that only the profit target is a natural interest for the Dutch 

private sector. Furthermore, Dutch SMEs are scared off investing in these countries by the huge 

uncertainties and risks which are coupled with it. The targets of the workshops were to stimulate FDI 

to developing countries regarding renewable energy, and to promote instruments administrated by the 

government for which firms can apply. The workshops have shown that it is questionable whether 

Dutch SMEs are willing to invest in developing countries without government aid. And even if they 

are willing, the direction of their interests makes it questionable whether these investments will lead 

to development benefits for recipient countries without government intervention. 

Local embedding and context 

Another potential problem that might arise as a result of private sector-driven development 

cooperation is the difficulty of embedding projects in the local context of developing countries. This 

depends on the degree to which future programs will be focused on Dutch firms or on local, recipient 

country-situated counterparts. A poor local embedding can have many different disadvantages, for 

instance difficulties to create local institutions, a lower chance of continuity of projects and the risk to 

neglect the interests of the local population by the consortium which carries out the projects. 
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Information asymmetry 

Information asymmetries will be occurring no matter which development aid projects are conducted. 

This asymmetry will differ according to the types of actors involved, but is likely to become worse 

when projects are Dutch-centered and communication among actors and local embedding in the 

context of the recipient country is bad. Thus, it is likely that information asymmetry between the 

Dutch and foreign actors will increase. 

The price of development 

When more programs are initiated in line with the DBI, the DBM or the MMF, also the Dutch private 

sector and the ‘BV Nederland’ will be able to profit from development cooperation. This comes at a 

price though, since the degree of tying of aid is usually coupled with higher prices paid for it. As such, 

a private sector-driven development policy can prove to be more expensive than the current approach. 

This would be a big problem since efficiency with regard to resources spent on development aid is an 

important target of the incumbent government administration. 

Shift of evaluative criteria 

A more general problem is that parallel to the start of private sector-driven development cooperation, 

the evaluative criteria of the central government administration could have shifted. The evaluative 

criteria are likely to be more geared towards resource efficiency. This shift can lead to very different 

ways in which the government values results of programs, and with programs completely in line with 

this private sector-driven policy this should not be a big problem (unless they prove to be less 

resource efficient, which could be the case if we consider that tied aid is usually more expensive than 

untied). For pre-existing programs not in line with this policy however this could mean a worse 

perception of their results and a subsequent wish to change or alter the way these programs are 

organized. This could lead to the effect that more and more policy will be designed in the way to be in 

line with the new evaluative criteria of the government. 

Startup problems 

New instruments are likely to have startup problems, as shown with the MMF. When targets of funds 

or facilities are unclear, these problems could be worse since both firms and the government do not 

know the exact purpose or target which should be reached using the instrument. 

 

Discussion of the IAD Framework and Suggestions for Further Research 

The IAD framework has been used for this analysis of Dutch private sector-driven development 

cooperation policy. The IAD framework was chosen because of its rationality, which seems to be in 

line with the government argumentation behind a private sector-driven development cooperation 

approach. Also, the IAD framework combines many types of analysis and can as such give a broad 

overview and sketch a ‘complete picture’ of the effects of a shift to private sector-driven development 

cooperation policy. 

For the analysis, it has been necessary to alter the central ‘figure for institutional analysis’ on specific 

areas. It was necessary to add links between items in this figure, since reality of the policy 

investigated in this report was not represented to a sufficient degree by the original figure in Gibson et 

al. (2005). 

Although the analysis went well and led to interesting conclusions, the IAD framework was often 

quite overwhelming. Since it tries to incorporate so much areas of research in the analysis, it risks 
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being superficial and leading to conclusions which are less relevant and interesting. This was coped 

with in this report by focusing on specific items in the framework; evaluative criteria, information 

asymmetry, power of actors and design of the specific policy instruments have received a 

disproportionate degree of attention, but this was necessary to keep the analysis sharp. This potential 

problem also has to do with the fact that the framework is difficult to apply to a broad policy 

direction, and is working best with quite specific policy instruments. A suggestion for further research 

would thus be to extend the IAD framework of Gibson et al. and Ostrom so that it can be used easier 

for broader policy implications. 

With regard to the policy investigated in this report, also suggestions for further research can be 

given. To start, it is very interesting to research whether the effects predicted in the speculative 

analysis really exist and whether they will really manifest themselves in the case of a private sector-

driven development policy. Furthermore, this report focuses on ‘problems and pitfalls’, and although 

recommendations are given how to deal with these difficulties, it is not investigated thoroughly how 

to deal with them best. Almost every individual problem could induce research about to which extent 

this will happen with Dutch private sector-led development cooperation, and how to prevent this from 

happening. Last but not least, it could be investigated for which industry sectors private sector-driven 

development aid cooperation would be the most fruitful, both for donor and recipient countries. For 

this, also input generated during this research could be used, such as the extensive database of Dutch 

firms interested in investing in renewable energy projects in developing countries. 

Recommendations 

In this subchapter, recommendations are provided for two different actors: NL Agency and the next 

government administration of the Netherlands. This section assumes that both actors want to 

safeguard development targets while stimulating involvement of the Dutch private sector. 

Recommendations for NL Agency 

 NL Agency should always be aware of the dangers of information asymmetries, regardless of 

whether this is in programs which involve the private sector or not. Information asymmetry is 

likely to be highest in projects with non-physical targets. Also, information asymmetry is 

likely to increase between Dutch firms and subcontractors in the recipient countries with a 

more private sector-driven approach. This means that it either should be safeguarded that the 

Dutch applicants have very good interaction and contacts with the subcontractors abroad, or 

field trips to these projects should be conducted by NL Agency, just like already happens with 

the DBM. 

 The fact that NL Agency is flexible with regard to project implementation as long as 

development targets are met and other aspects do not deteriorate as a result of this flexibility 

was praised by multiple interviewees. This should be continued since it improves resilience of 

projects and increases their chances to lead to beneficial impacts. 

 NL Agency should obtain more knowledge on the area of sustainable biomass, its 

certification and the implementation of subsidy schemes which deal with this. This 

recommendation is already partly fulfilled since one of the targets of the DBM and the DBI 

program was for NL Agency to learn from them. Still, emphasis should be given to this point. 

 Continuation of projects and commitment should be safeguarded in contracts of applicants. 

This advice is most important with private sector-driven aid, since in this type of aid actors 

are likely to have most room to act opportunistically. Guaranteed commitment from important 

actors like the purchasers of the produced biomass can save whole projects from failing and 

the possibilities for safeguarding this commitment should be improved. With regard to 
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continuation, there should be more attention to the period after the project and the question 

how the project is still able to continue. For some instruments, like DOF, this is already done. 

 To reduce costs, increase competition and stimulate local embedding it should be stimulated 

that Dutch applicants at least have one local firm in their consortium. 

Recommendations for the next government administration of the Netherlands 

 First of all, the next government administration of the Netherlands should be realistic about 

their policy; they should not promise things which they cannot implement. The current 

administration put emphasis on the private sector without designing programs to support this 

policy. The ambition to spend resources more efficient and profit from development 

cooperation by including private corporations is already difficult enough as it is, this is never 

going to happen without great endeavors and active involvement of the government. 

 Also, CSR should be regulated better when a private sector-driven development policy is 

embarked. It should be made mandatory for firms investing in developing countries to report 

to the NCP about their achievements, and this information should be made public. This would 

not only improve transparency and reduce information asymmetry, but it would also counter 

objections of the OECD-DAC, which argued that the Netherlands should not confuse 

stimulation of the private sector with promotion of commercial Dutch interests. 

 Also, to reduce costs, increase competition and stimulate local embedding it should be 

stimulated that Dutch applicants at least have one local firm in their consortium. 

 The race to the bottom with regard to certificates is difficult to prevent. Studies should be 

done about certificates which can be issued cheaply while still adhering to strict sustainability 

criteria. Another option is increasing the criteria to which has to be adhered, but this might be 

difficult and unrealistic to do since the RED criteria are EU guidelines. 

 Make sure that the developmental targets for the MMF are defined. At this moment, these 

development targets are left quite open which makes it strange that funds for development 

cooperation are used for this fund. 
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Appendix 

I. A history of policy regarding Dutch private sector interests and 

development aid from 1973 until now 

 

Jan Pronk, Minister of Development Cooperation from 1973-1977 had a clear opinion about the 

involvement of firms and the forces of the market in development projects: focus should be on 

development of recipient regions and not on economic incentives of firms from donor countries. He 

diminished the influence of economic motives in the choice of countries in which development 

assistance projects were done. To achieve this, the power of the Ministry of Economic Affairs to 

involve itself in the distribution of development aid was decreased. Pronk was an adherent of 

international labor division, which meant that certain sectors in the Netherlands could better close in 

favor of outsourcing these activities to developing countries. This model had such influence that also 

foreign investments were checked with it in mind. 

The policy of Pronk led to substantial tension between the government and the private sector. Pronk 

however did want to stay in contact with this sector, and tried to persuade them to also take into 

account the interests of the developing countries when investing in foreign economies. In Pronk’s 

opinion, Dutch firms could still play an important role in the execution of development projects and 

the industrialization of developing countries. Although the policy of Pronk seemed to heavily restrict 

the influence of firms in development projects, practice proved to be more obstinate. Because of the 

huge unspent budget pool which existed in that time for the Ministry of Development Cooperation, 

there was a big pressure to spend. This meant that officials acted relatively uncritically towards 

proposals for development projects by Dutch firms. At the end of the governing period the COL 

(Committee for Developing Countries, an authority which played an important role in the 

communication between Dutch firms and the Ministry of Development Cooperation) concluded that 

there even was an increase in firm involvement in the area of development projects. 

Under the next Minister of Development Cooperation, De Koning, economic independence was added 

to the targets of development assistance. In his eyes, there existed a big role for the Dutch private 

sector in this area of development aid. De Koning argued that in international relations the private 

sector had to play the biggest role, and the government should restrict itself to a facilitating position. 

In his opinion, the role of Dutch firms in development cooperation should be greatly increased. He put 

force to this statement by starting the PUM (Programma Uitzending Managers naar 

ontwikkelingslanden), a program for which Dutch senior managers were sent to developing countries 

for one year. De Koning also wrote a memorandum titled ‘development cooperation in a global 

economy perspective’ (translated from Dutch). Key terminologies in this memorandum were the 

increased interdependence between poor and rich countries, an aspired equal international position of 

the developing countries and a role for the government mostly based on facilitating development 

projects. Especially with regard to this last issue he made a stark distinction between the government 

and the private sector; ‘At almost every aspect with regard to international relations referred to in this 

memorandum the most important role is reserved for the private sector. The task of the government 

should be reduced to the creation of the framework and policies where the activities of firms can take 

place. Examples of this can be the directing of trade politics and regulations regarding trade 

stimulation or guarantees. Direct activities of the government in the area of relations with developing 

countries should be reduced to the area of direct assistance’ (translated from Dutch). 
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In contrast with these views, critique on involvement of the Dutch private sector in developing 

cooperation was still prevalent. In 1981 the foundation of research on multinational firms (SOMO, 

Stichting Onderzoek Multinationale Ondernemingen) concluded that financial resources destined for 

the development of poor countries used by Dutch firms were serving the interests of these firms more 

than the interests of the countries in which these resources were put to use. They concluded that 

development cooperation seemed to be a means to impose the interests of big corporations on 

developing countries. 

An important question for De Koning was how the government could involve Dutch firms in 

investments in the group of focus countries. Together with the minister of Economic Affairs, he 

started a program financed with budget from development cooperation, to increase Dutch export 

related to development cooperation. This program was called the mixed credit program, and was 

started because of four major reasons. First of all the Dutch private sector had been complaining that 

they were suffering from competition from foreign firms in their export to developing countries 

because the foreign firms against which they were competing were stimulated by their home 

governments. Second, this kind of program fitted very well with the views of de Koning and third, 

there was a great demand by developing countries for new arrangements to finance their imports of 

capital goods. Last but not least the program had a lot of synergy with the matchmaking facility of 

Economic Affairs. 

However the reception of the mixed credits program was skeptical, because critics were afraid that the 

interests of the Dutch private sector would dominate the development interests of the recipient 

countries. The Dutch House of Commons (Tweede Kamer) demanded that the criterion of 

development was deemed to be the most important and made sure that the execution of this regulation 

was done by a special office at DGIS (Directorate-General for International Cooperation). During the 

coming 10 years, a total of 1 billion Dutch guilders would be spent on this regulation, leading to an 

export of goods worth 3 billion. During the 1990s, this regulation was put under international pressure 

because of the discussion about export support, and it would substantially diminish in importance. 

During Minister Van Dijk, which was in office from only 1981 until 1982, a big international 

development discussion was taking place about the relationship between the success of the newly 

industrializing countries and the labor market in the developed economies. Under pressure of this 

discussion, during which the Dutch government suggested that there was no causal relationship 

between the two and that world trade should remain as open as possible, chances of investing into 

these kinds of economies or forming joint ventures was to be one of the targets of the policy. A 

coordinator of the Dutch private sector was appointed in the department of development cooperation. 

His task was to strengthen relationships with the Dutch private sector, using education, mediation and 

coordination of the business-related aspects of Dutch international development policy. 

A problem that existed was that most Dutch bilateral development assistance was directed at countries 

which were among the poorest and least developed in the world, and were thus of very little interest 

for Dutch firms. Additionally, big diversification into many different recipient countries which had 

taken place under Pronk was the cause that the individual budget streams were too small to be able to 

create attractive business opportunities. On the other hand, Dutch firms became more interested in the 

economically successful developing countries. How would it be possible to engage the private sector 

in development of the poorest countries, knowing that they are much more interested in existing and 

proven markets? This question would remain a central one during the following periods of Dutch 

development aid. 
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E.A. Schoo became the first liberal Minister for Development Cooperation in 1982. With her liberal 

mindset it seemed only natural that she was very open to the involvement of the Dutch private sector 

in development cooperation. She also was a big advocate of a focus on a smaller amount of partner 

countries. In her opinion, there did not need to be a tension between Dutch interests and the 

development assistance policy. She broke a taboo during her speech at a symposium in Groningen by 

mentioning the notion to use development cooperation for the interests of the Netherlands. After this 

speech, the Dutch media spoke of a breakthrough in Dutch development thinking. 

In the memorandum ‘Herijking Bilateraal Beleid’ (Restructuring Bilateral Development Policy) 

Schoo explicitly mentioned that Dutch economic interests and employment had to be involved in 

Dutch development cooperation policy. Naturally, there would be an important role for the Dutch 

private sector here. Furthermore, in a later memorandum she mentioned that by using the Dutch 

private sector and involving Dutch economic interest, development policy could also contribute to 

Dutch employment by better managing supply and demand (so not explicitly by tied aid). She also 

proposed sector programs to better be able to achieve this, one for rural development and another for 

industrial development. In these programs, both already existing and newly developing instruments to 

stimulate Dutch firms to invest in developing countries were brought together. The Dutch private 

sector was mostly interested in industrial development. 

Around the year of 1985 policy makers around the world started worrying about tied aid, mainly 

stimulated by discussions in the OECD about tied aid being used as an instrument for export 

promotion. In this way, international competition was harmed. Especially the USA, which spent a 

relatively limited amount of their budget on development aid resources, was an opponent of these 

practices. At the same time, the ‘development lobby’ also opposed these practices, since the theory 

was that tied aid would drive up the price of the given aid and serve the donor’s interests more than 

the recipients’. Also, the European Community realized that the pollution of international competition 

could eventually also harm their intra-European markets. Schoo considered doing a proposal to untie 

the aid of the European Community during the spring of 1986 when the Netherlands chaired the 

European Community. But because of the expected opposition by other member states, she decided to 

waive this proposal at the last possible moment. 

In the next government, P. Bukman became the Minister of Development Cooperation. He was also a 

proponent of the idea to involve Dutch firms in development assistance. In May 1987, a program was 

started which was geared to improving the role of the Dutch private sector in development 

cooperation. Meetings took place and led to four teams which together produced a report in which 

proposals were done to improve the cooperation between the government and the private sector 

regarding investments in developing countries. Minister Bukman supported some of these proposals. 

The relationship and the cooperation between the Minister and the Dutch private sector were excellent 

during this period, although there have not been many other important endeavors to stimulate Dutch 

private sector involvement in development cooperation during this period. 

In 1990, Jan Pronk became minister of Development Cooperation again. Under his lead, relationships 

between the Dutch government and the private sector deteriorated. Pronk was very critical of the lack 

of transparency on Dutch development aid funds which were being used by Dutch firms. It was 

unclear whether there was a risk of uncompetitive high prices, quality loss or interest problems. 

According to his views, this needed drastic improvement. Furthermore, he wanted to stay in power 

regarding the execution of his policy, which also reduced the elbow-room for the Dutch private sector. 



76 

 

In 1991, the OECD designed a regulation, known as the ‘Helsinki package’ which forbids the 

provision of tied aid credits for commercially viable projects, unless the projects were small or the 

credits were provided under extremely ‘soft’ conditions. With this, the OECD wanted to prevent the 

use of development aid for export promotion. The Dutch mixed credit program had to be adjusted to 

these new conditions, and transformed into ORET (OntwikkelingsRelevante Export Transacties, 

Export Transactions Relevant for Development). The private sector thought negatively about this 

development and complained about administrative procedures which had become more complicated 

and long-lasting, and were disappointed that resources lacked continuity. 

Pronk was a strong advocate of the untying of aid. In 1990, he argued that with the internal market of 

the European Community which would be erected in 1992, tying of bilateral aid should be 

transformed to tying at an EC-level. Even though preliminary meetings about this proposal had 

positive results, the matter proved to be more sensitive than expected. A European compromise was 

not possible. The sensitiveness of this issue was again emphasized when the OECD Working Party on 

Financial Aspects of Developing Assistance came to a similar proposal for the collective untying of 

aid. Here there neither happened a decisive breakthrough, and dissatisfied as Pronk was with these 

outcomes, he tried to bilaterally negotiate with countries with the same views in order to get more 

transparency and more international competitive bidding procedures to at least make some small steps 

in the direction of the untying of aid. This proposal met strong opposition from the Dutch consultancy 

world, which feared a decrease in their international competitiveness. 

The Dutch private sector was very critical of the policy of Pronk, and this was also reflected by the 

memorandum written by the VNO (a Dutch association for private sector interests), which contained 

advice for upcoming Dutch governments. The VNO argued that the current policy of Pronk puts too 

much emphasis on the role of the government, too little on the role of the private sector in developing 

countries and underestimates the possible contribution of the Dutch private sector to development 

cooperation. 

In 1995, a start was made with new policy of the Ministry of Foreign Affairs. This was an indirect 

reaction to the new world order resulting from the fall of the Berlin Wall in 1989 and the demise of 

communism in this part of the world, and included a proposal to create more coherence between 

development cooperation and foreign economic policy. The Dutch private sector was expecting a lot 

from this policy. Because of the development of the PSO program (program for cooperation with 

Eastern Europe), the Ministry of Development Cooperation also experienced pressure to adjust. 

Because of this, research was conducted about the synergy of the export instruments of the Dutch 

government, and one of the results was that there were much too many regulations and agencies 

involved. The PSO program became expanded with the PSOM (program for cooperation with 

emerging markets), aimed at the countries of China, India, Egypt, Cote d’Ivoire, Ghana, South Africa, 

Zimbabwe and Brazil. Also an interdepartmental team called ‘stimulation of investment’ was erected 

to streamline these kinds of instruments. 

The thinking that development policy should make more use of Dutch private sector investments 

became stronger. For instance, the SER (the Social-Economic Council) created advice for the era after 

Pronk to focus Dutch bilateral aid on a smaller number of countries and topics, put more emphasis on 

effectiveness of aid and coordinate the untying of aid. The SER also advised to give more influence to 

the Dutch private sector in development assistance and also provide them with more financial 

resources to do so (Baneke and Jepma, 1999). 
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After her inauguration as the new Minister of Development Cooperation, Minister Herfkens 

drastically reduced the number of countries which received aid from the Netherlands. As part of this 

measure, also the private sector was affected. Export subsidies (ORET) were discontinued and 

replaced by investment subsidies. Furthermore, Dutch firms could from now on only receive these 

kinds of subsidies for the countries in which the GDP per capita was less than 2,000 dollar. On the 

other hand, in her memorandum ‘ondernemen tegen armoede’ (entrepreneurship against poverty), she 

defended a bigger role for the Dutch private sector in development assistance. This document was 

published on the 20
th

 of September 2000 and written not only by Herfkens, but also by the State 

Secretary of Economic Affairs, Ybema. The fact that Ybema was the co-author of this document also 

reflects the two viewpoints which come together in this memorandum. Corporate social responsibility 

was however still a very big issue in this memorandum, and it omitted measures to involve firms in 

development cooperation in a practical way. The Dutch private sector was not very happy with this, as 

they had the opinion that firms already were operating in a responsible way, and if this was not the 

case these firms would be corrected by society. In short, it can be said that Herfkens heavily 

contributed to the untying of aid and social corporate responsibility of development projects 

(Herfkens and Ybema, 2002). 

During the government administration of Balkenende I, the position of development cooperation in 

the Dutch government was heavily restructured. The Ministry of Development Cooperation was 

discontinued and was replaced by a State Secretary under the Ministry of Foreign Affairs. Van 

Ardenne was this State Secretary. This change in emphasis on development cooperation reflected the 

ideas of this government about this topic. But because this administration has only been in office for 

86 days, other big changes in policy regarding development cooperation have never taken place. 

During the next administrations of Balkenende II and III from 2003 until 2007, the position of 

Development Cooperation was improved. Development Cooperation became a Ministry again, 

although Van Ardenne did became Minister without portfolio. In general, the Dutch private sector 

was happy with her policy. In contrast to her predecessor Herfkens, van Ardenne put less emphasis 

and less stringent demands on corporate social responsibility, and more on economic development. 

She did mention that it was in the own interest of firms to also keep people and planet in mind when 

striving for profit and that she was happy that the private sector seemed to realize this more and more. 

Social responsibility was not only a task of firms, but also of NGO’s, governments and individuals. 

She wanted to deepen contact with the Dutch private sector and aimed for a better focus on this 

cooperation (van Ardenne-van der Hoeven, 2002). 

In 2003 van Ardenne wrote a memorandum titled ‘aan elkaar verplicht’ in which she defined her 

policy. One of the most important policy items related to the Dutch private sector is that specific 

programs for partner countries would be developed where also the private sector could play a big role. 

Funds for the PSOM and the PUM programs were increased and in general Dutch and foreign firms 

were encouraged to participate in development cooperation to a greater degree. Furthermore, van 

Ardenne pledged for the liberalization of trade policy, and more specifically possibilities for 

developing countries to export goods. (van Ardenne-van der Hoeven, 2003) 

From 2007 until 2010, Bert Koenders was Minister of Development Cooperation, however he, just 

like van Ardenne, was a Minister without portfolio. Koenders put more emphasis on small and 

medium enterprises (SMEs) from the Netherlands in adjusting his instruments like ORET. Public-

private partnerships (PPPs) were also stimulated and corporate social responsibility was regarded as a 

prerequisite for firms involved in development projects. (Koenders and Heemskerk, 2007) 
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His general policy was summarized in his memorandum titled ‘Een zaak van iedereen’, published in 

2007. (Koenders, 2007) Koenders made a shift in his policy views by arguing that ‘it is not such a bad 

idea for Dutch firms to strive to make profit in developing countries’ (translated from Dutch) in a 

reading for the University of Amsterdam. He called this ‘development cooperation 2.0’ and promised 

that he would focus more on economic and less on social development projects. He advocated the 

approach of development projects from an economic perspective, even with projects in which effects 

on economic development were rather indirect than direct, like the building of hospitals. The Dutch 

private sector would be encouraged to cooperate with projects which supported this view (Scheer, 

2008). 

After the fall of the administration of Balkenende IV, M. Verhagen, who at the same time was 

Minister of Foreign Affairs, shortly took over the title of Minister of Development Cooperation. After 

this, from October 2010 under Prime Minister Rutte, the position of Minister of Development 

Cooperation was discontinued again. Knapen became the State Secretary of development cooperation 

under the Ministry of Foreign Affairs, and the current policy was initiated. 

When taking a look at the broad overview of the past policy, it can be concluded that involvement of 

the private sector in development cooperation is not a new thing. Throughout the past decades there 

have been multiple administrations which have made policy to increase involvement of the private 

sector in development cooperation. Many of the proposals which the new right-wing government of 

Prime Minister Rutte did for development aid are not really new and have already been proposed 

many years ago in some form. Some of the measures proposed though can be called a discontinuation 

with the past, such as the enormous budget cuts. Also, the better focus on a limited amount of 

recipient countries and topics is a change with previous policy in the area of development 

cooperation. But the question is whether the last can be attributed to the incumbent government, since 

their predecessors also had the intention of taking these kinds of measures and they might have taken 

them if the coalition did not collapse shortly after their reaction to the report of the Scientific Council 

(Ministerie van Algemene Zaken, 2010; Wetenschappelijke Raad voor het Regeringsbeleid, 2010). 

What also distinguishes this policy from previous administrations is the rhetoric with which the bigger 

focus on business interests is paired. Not often in the past has a coalition so explicitly mentioned the 

importance of Dutch interests in development cooperation (Schoo was the first and only other policy 

maker who mentioned the seeking after Dutch interests in such an explicit way). This combined with 

the focus which the Rutte administration wants to put on economic development instead of social 

development in development cooperation makes for a very liberal approach compared to the policy of 

past administrations. All along the history of Dutch development cooperation, Ministers, State 

Secretaries and other policy makers have been trying to involve the private sector in development aid, 

although some have done this more than others and with fewer restrictions. And even though the 

current State Secretary Ben Knapen did not achieve many practical applications of his rhetoric yet, his 

policy focus coupled with the drastic budget cuts suggests that we might be heading to a substantially 

different type of development cooperation. But a lot of comparable statements have been made 

throughout the history of Dutch development cooperation policy, so one cannot be sure if this 

administration really leads to a discontinuation of the past. 
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II. Workshop Indonesia 

 

The Indonesia workshop was organized at the 14
th
 of June 2011 at Cleantech Holland in Zoetermeer. 

It was a cooperation between Cleantech and NL Agency. There were four major presentation sessions, 

followed by a group discussion. Around 50 people attended the workshop, from which around 40 

were from Dutch firms interested in undertaking renewable energy project in Indonesia. 

1. Marcel Raats, NL Agency: Developments in the renewable energy sector in Indonesia 

Indonesia has an energy system which is still primarily based on non-renewable sources like 

coal and oil. Economic growth is huge; predictions are 8% for 2011. What is an alarming fact 

is the energy-elasticity: 1,63, which means that with 1% of economic growth, energy use will 

rise with 1,63%. This energy-elasticity should be reversed to lead to sustainable growth. 

The ambitions of the Indonesian government are to increase the share of renewable energy in 

Indonesia’s energy mix to 17% in 2025. Two major focus areas with regard to renewable 

energy are geothermal energy and biomass. Hydropower, wind and photovoltaic power also 

have their respectable developments, but developments in these regions are less dynamic and 

it is hoped that they can jump on the bandwagon when geothermal energy and biomass are 

really starting to bear fruits. 

Difficulties are the little incentives for investing in renewable energy and energy efficiency in 

Indonesia, also due to government policy. Feed-in tariffs are low. Also, the Indonesian state-

owned company PLN (Perusahaan Listrik Negara) is a monopolist, and in the renewable 

energy business should be taken into account in any case if one wants to do business. 

Furthermore, renewable energy is not that well-known and does not have a lot of capacity yet 

in Indonesia. 

 

Specific areas: 

 

Geothermal:  

Ambitions are an increase of capacity of 4000 MW by 2015, and 9500 MW by 2025. 

Pertamina is a big company which is investing a lot in installations in this area. 

 

Biomass/waste burning: 

For Dutch companies, there are chances in the fuels for transport market at the areas of R&D, 

crop development and investments. 

Use of biomass for electricity: technology producers, investments 

Waste burning: Expertise, but Dutch companies are explicitly advised to cooperate with local 

partners in Indonesia in this area 

 

Wind/photovoltaic: 

Wind energy is really minimal in Indonesia, but there does exist interest in this topic by PLN, 

for the provinces of Sumba and Aceh. 

PV happens mostly with government tenders, problems occur because of lack of maintenance 

of installations. PLN does a lot with solar home systems and has tenders for this. 

 

Energy efficiency: 
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There exists minimum market pressure on energy efficiency, there is not a market for energy 

service companies (ESCO). There are lots of loans available for this issue from development 

banks, but there is not (yet) a single project undertaken. 

Dutch companies would do best focusing on niches. 

The European Green Building Consortium Initiative is active in Indonesia and can provide 

good opportunities for Dutch companies. 

 

Success factors: 

- Clearness in targets 

- Commitment 

- Be flexible with time-related issues 

- There is a big market potential, the trick is how to use it 

 

2. Hoedani Hadijono, PT Syres Indonesia 

PT Syres uses rice husk as feedstock for power generation in Indonesia. Plants of 5-10-20 

MW are possible at multiple locations, the availability of feedstock is very important. 

Gasification is the technology which is used, ash is released to farmers to use as compost for 

their crops. There are also other sectors which use the feedstock is well, like chicken or brick 

sectors. It is very important to make sure these activities do not impede the availability of 

feedstock. 

 

3. Paul van Ruiten, DHV 

He gave a general presentation about business in Indonesia. 

- Maintenance is very important and is really lacking (water pipes sometimes have 75% loss) 

- Logistical issues, transport cannot happen fast 

- Tax and jurisdiction 

+ Very big market potential with growing middle class 

+ Very well educated people 

+ Good relations and network NL-Indonesia 

Take your time to develop your network as a company. 

 

4. NL Agency 

Pim Kieskamp 

Sigrid Schulkes: PSI / ORIO 

Maarten Schans: Emerging Markets 

Carmen Heinze: Electric, power and renewable energy fair in Jakarta 21-24 September 2011. 

 

5. Questions/group discussion 
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III. Workshop East African Community 

 

29 September 2011 

Location: NL EVD Internationaal, Juliana van Stolberglaan 148 

14.00-15.00 uur Welcome 

   Saskia Jongma, NL EVD Internationaal 

    

This workshop is organized by the EVD and NL Agency, this cooperation also reflects the mixture of 

objectives that is present in the workshop today. Both sustainability and trade promotion are 

objectives strived for, and today we will try to combine these two aspects. 

The region of East Africa has a growing demand for affordable energy, which is complicated by the 

fact that there is very little fossil fuel available there. But on the other hand, this offers great 

opportunities for Dutch firms to invest in this region. 

 

Opening  

Marina Diboma (Chair), NABC 

    

East Africa is expected to have a huge increase in demand for energy the coming years. For example, 

Kenya nowadays has a peak electricity demand of 1333MW, and this is expected to increase to 

5000MW in 2030. This reflects the great opportunities there exist for Dutch renewable energy firms. 

 

Opportunities and difficulties for business in Africa  

Sietse Louwerse, Ernst & Young  

Ernst & Young is a consultancy firm which is active in 25 countries in Africa. Ernst & Young 

conducted an Africa attractiveness survey: this was a survey of 562 executives on their views to how 

and where investment will take place. Africa was assumed to have more long-term potential than 

short-term (this means, over a time of more than 3 years). Investment is mostly into strategic 

resources such as mining, oil, gas, etc. 1/3 of the investors are not considering Africa as a possible 

investment destination at all. ¾ of all investment flowing into Africa is going into only 10 different 

countries (mostly Northern Africa and South Africa). 

Celtel is an example of a successful firm which focused itself on the local market in Africa. In 1998 

this company was founded, and in 2010 it was sold for 10 billion USD. It was a mobile phone 

network. Its success factors were entrepreneurship, the poor state of the fixed lines telephony in 

Africa, local set-up, prepaid paying system and its zero tolerance for corruption. 

There exist also a couple of bad examples of firms who did not succeed in Africa. For instance, a 

health insurer in Kenya had no reliable information about its clients, which led to whole boxes of 

claims lying around unhandled. The lesson learned here is that it pays to be organized. 
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Multi location sales organization in Tanzania: the information system was bad, which led to half of 

the business being loss-making or illegitimate. This was unnoticed. 

Multi location pharmacist Uganda. Reliable information is key. 

Mobile operator Sudan: hassle with financial statements 

Business in Africa: 

  cultural differences 

 structure and organization skills are limited 

 reliable partner is important, also for communication with authorities 

 corruption 

 hyperinflation 

 how to get profit out of countries is often difficult 

Fair financial statements are sometimes hard to get  quality is different 

All over Africa  smaller companies are more attractive. Africans are good business people, but the 

organization and book keeping skills are less developed (under organized, in contract to Asia) 

Difficult to obtain reliable information. Reliable information and a reliable partner are two different 

things. 

Ernst & Young is interested in Dutch firms who want to invest in Africa. 

 

   Instrumenten en regelingen NL EVD International 

   Froukje Verreijt & Alexandra Dumitru, NL EVD Internationaal 

Programs of AGNL 

 MMF  Local entrepreneurs who look for Dutch entrepreneurs, for Dutch firms who look for 

a local partner, for either joint investment or trade. Local partners are screened, so this makes 

it more reliable for Dutch investors 

 PSI  Supporting businesses in developing countries. This program is only for situations in 

which local partners are involved. Aims are to develop a local private sector in order to 

reduce poverty. Grants are given for innovative projects and most specifically pilots. Grant 

account for 50% up to 1,5 million. 

 AAECF  This is a regulation not by the EVD, but indirectly by Foreign Affairs (it’s more 

or less a PSI directed at Africa). Investments to benefit the rural poor are aimed to be 

established with this program. It is not necessary to have a local partner. This program limits 

aid to 1,5 million, but the project can be bigger. It is either a grant or an interest-free loan. 

There also exists a REACT program (Renewable Energy & Adaptation to Climate 

Technology), which is aimed at East Africa. 

 ORIO  ORIO is aimed at stimulating economic growth by improving public infrastructure 

in developing countries. Local governments can apply for it (but Dutch firms often play a big 

role). Grants are 2-60 million (35-100% of the total costs). 

On our website you can find programs which apply to specific countries. The coming year 

there are possibly new programs, maybe based on renewable energy. 
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Q: The ORIO program is quite complicated with ‘deelstaten’, when they have a big degree of 

autonomy but the negotiations for the tender are with the central government. Only the central 

government can apply. Is it possible to make this easier? 

A: The rules that only the central government can apply are most likely because of the 

efficiency, otherwise contacts have to be with every ‘deelstaat’, which is almost impossible. 

Furthermore it has to do with the official ODA-definition, which implies that grants have to 

be from one central government to another.  

 

15.00-15.15 uur Break 

 

15.15-16.45 uur East African Community 

   Moderator: Marina Diboma (NABC) 

Overview of local energy sector 

Anja Panjwani, ETC Energy 

ETC Energy is a non-profit foundation with a focus on agriculture, health and energy, with access for 

the poor. In the area of energy access, more than 81% of the African population has not access to 

energy, this is a problem. 

Electricity is mostly based on hydropower, the bottom-of-the-pyramid rural end user cannot rely on 

the central government for implementation. They only facilitate. 

Spending for inferior types of energy 

Policy environment: 

- EA entities  rural electricity in countries 

Policy focus: 

- EAC regional sustainable energy  up scaling energy access to the poor 

- Investment in cost-effective technologies 

- Renewables 

- Private sectors (PPPs, PSI) 

- Rural energy/ electrification agencies 

- EA Power Master Plan under construction 

Q: If the government also focuses on sustainable energy, it should be possible to profit. How to do 

this? 

A: Be aware of opportunities in regions. Hydropower is an example of sustainable energy which is not 

really sustainable. 

Q: What is the master plan EAC? 

A: It is developed by the East African Community (by the governments of the countries) 

- focus on interconnection 

- regional grid (Ethiopia is also included in this) 

- focus on private sector 
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Q: Spending by local family for energy per year is about 45 Euros, is this an interesting business case? 

A: Yes, bottom of the pyramid approaches can be quite interesting: improved  cook stoves / solar / 

etc. Markets exist. 

 

Best practices 

Bob Houter, Ubbink 

Ubbink built a solar PV factory in Kenya. Broken solar cells are shipped from Europe and 

reassembled in the factory in Kenya. 

A cost-benefit analysis was made between kerosene, which is often used for lighting now, and solar: 

- Solar is much cheaper 

- Solar has a much better quality of light 

- There are other uses for solar next to light 

Chronology: 2006-2011, But ‘real’ activities are from 2008-2011. 

Decision process/lessons: 

- Choice of country should depend on contacts, economy, infrastructure and communications 

- A good partner is essential (Chloride Exide is ours) 

 This is effective in: 

- Land acquisition 

- Expectations 

- Bureaucracy 

- Avoiding bribery 

- Back-office requirement 

Communication about budget is important, clarity is essential. 

Planning has to be strict, but when you’re finished with it, add 50%. Contracts take a lot of time. Be 

clear on reasons for delay. Understand people: communicate. 

Lessons: 

- You need a European manager 

- Take care for inflation 

- Bureaucracy 

- Be careful with political influence 

- People/management  integrity  accountability 

Kenyan embassy: people think differently, business is different in East Africa. 

Q:  Own investment of 2 million Euro, was it your own capital? What are you going to do in the 

future? Expanding? 

A: Yes & No: being cost-effective is a first aim. Inflation has been quite bad, prices have gone down 

for 25%. 

Q: High-skilled Kenyans: do they have a role? Dutch companies represented by Africans? 

A: Not sure, not as CEO, but cultural integration is a benefit. 
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Investment climate and local financing opportunities 

Nienke Stam, Triodos Facet 

Triodos Facet is a consulting company, which supports small and medium enterprises geared towards 

sustainable development, both grid-connected and non-grid. 

In Africa, increased shortages of power are experienced. 

Stand-alone: huge potential, difficult to approach. 

Finance: stand-alone 

Small renewable energy generation projects. 

Most countries have a rural energy agency and a streamlined policy 

Local finance as a buffer against monetary exchange rate fluctuations. 

Access to finance: banks are risk-averse. 

Enhance local finance: 

World Bank TEDAP: Tanzanian energy development and access project. 

Small renewable energy investment: 

- Climate improving 

- Tariffs and feed-in available + grants 

- Local finance difficult to obtain 

 

   Q&A 

 

Q: Can Dutch businesses actually make money? How to earn back investment? 

A: Yes, a good business model is essential  but its very challenging 

Q: How can Carbon Credits be implemented in a business plan? 

A: Projects getting increasing streams of income 

One example is a 300MW wind power plant in North Kenya, this was established with the use of 

carbon credits. Profit depends on feed-in tariff and the wind speed. 

In general with this project Kenyan government officials are reachable, but the communication is 

difficult. 

 

   No break 

16.55-17.15  Conclusion / ending 

   Marina Diboma (NABC) 

17.15-18.30   Drink 
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IV. Data about renewable energy firms in the Netherlands 

  

For an internal project at NL Agency, ‘bedrijfsleven en ontwikkelingssamenwerking’ (private sector 

and development cooperation), a database of Dutch firms was produced. An overview of 531 Dutch 

firms investing in renewable energy in developing or transitional economies, or interested in doing so 

is given below. 

Database of Dutch firms 

Firms in this database deal with projects or have expressed their interest in doing projects in 

developing countries or transition economies in the area of renewable energy. In total, the list consists 

of 531 firms and provides an overview of the countries and different technologies Dutch firms invest 

in. It has to be stressed that this list is in no way a complete overview of Dutch firms investing in 

renewable energy in developing and transitional economies. It is only a sample, which is heavily 

influenced by all kinds of selection methods which have the limitation that it is not random. First of 

all, contacts of NL Agency are very overrepresented in the data, since these contacts already appeared 

in available lists in their organization, while for other firms more effort needed to be done to acquire 

the information. Although the sample is not random and therefore results are difficult to extrapolate to 

the entire Dutch SME landscape, it is still possible to conclude some useful issues about these firms 

and their investments in renewable energy in developing and transitional economies. 

 

Figure 20: Numbers of Dutch renewable energy firms investing in ODA-countries 

As can be seen from the world map, there is a great degree of variety in the countries which are being 

invested in by Dutch renewable energy companies. On the other hand it can be concluded that 

investments are clustered in south/south-east Asia and south-east Africa, with some specific countries 

in northern or middle Africa (namely Mali and Ghana) also receiving substantial amounts of 

investments from Dutch firms. The blood-red color of Brazil can be mainly subscribed to their 

relatively big economy instead of a real above-average interest of Dutch companies in the area. 
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There are some countries which really stand out regarding the number of investments of Dutch 

companies. This is clearly visible in a list of countries which have more than 20 ‘hits’: 

South Africa 191 India 44 Uganda 25 

Indonesia 130 China 42 Ethiopia 24 

EAC* 73 Brazil 30 Mali 23 

Tanzania 46 Kenya 26 Turkey 23 

Vietnam 44 Ghana 25 Mozambique 22 

EAC= East African Community, consisting of Tanzania, Kenya, Uganda, Rwanda and Burundi 

Figure 21: Table of countries in which more than 20 Dutch renewable energy firms invested 

South Africa and Indonesia seem to dominate the list. With regard to previous Dutch interaction with 

these countries, this should be completely understandable. But a few remarks have to be made with 

regard to these figures. For the research, a huge list of the Dutch embassy in South Africa was 

received which listed all Dutch companies active or ambitious to be active in South Africa of which 

their activities are in the area of renewable energy or related to this. Because the research did not 

incorporate such a list for the other countries, we can assume that the number of firms interested or 

active in South Africa is relatively much higher than it would be without this list. Furthermore it is not 

clear to what extent the list of the embassy was critical at the activities of firms – namely to what 

extent they are related to renewable energy. Because the rest of the list was consisted quite critically 

with this regard, this is another clue that the number of entries for South Africa is too high relative to 

other countries. 

For Indonesia, fact is that NL Agency has many contacts and projects going on in Indonesia, and they 

also organized Indonesia-specific activities and workshops and were quite active in this regard. Lists 

of projects and participants to Indonesia-specific activities were some of the documents used for 

making this list, so the number of Indonesia is probably also slightly inflated, albeit less than the 

number of South Africa. In Tanzania there are also relatively many projects (partly) financed by NL 

Agency taking place, which makes this number also slightly inflated. 

India and China both have huge economies, which explain their high number of firms. This number is 

however not even as high as one would expect with regard to the economic importance of China and 

India compared to other countries on the list. A decent number of firms in the list actually have a 

branch or an outsourced office of them situated in one of these two countries. 

Differences among types of firms 

Focus in the overview of the different Dutch firms investing in developing and transitional economies 

was on small and medium enterprises (SMEs). This was in particular because NL Agency wanted to 

support Dutch firms investing abroad in the most beneficial and efficient way, and bigger firms or 

huge multinationals most of the time already have adequate resources and knowledge available to be 

able to invest in developing or transitional economies, or at least can make a substantiated decision 

about not investing in particular countries. The prevalent view at NL Agency is that bigger firms do 

not need any support, where SMEs certainly do. 

During the research some interesting discrepancies among particular types of firms became apparent. 

Dutch firms and organizations were categorized into different categories: consultants, technical 

consultants, manufacturing industry, knowledge institutes, financial institutes, importing firms, 

exporting firms, and non-governmental organizations (NGO’s). Of course, in this overview a firm 

would be able to be listed into more than one of these categories, specifically with companies which 
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are bordering the top of the SME definition. Technical consultants automatically also go into the 

much more general category of consultants, the former category was introduced on request of NL 

Agency because of their focus on companies with technological knowledge. 

Some interesting conclusions can be drawn by looking at the data resulting from the categorization of 

the firms. It follows from the data that consultants make up a big part of the firms in the sample. Of 

these consultants, about half of them are technical consultants. The consultants are followed by a 

relatively large number of manufacturing firms, and after those, importing firms, importing firms and 

NGO’s, albeit with much lower numbers. Financial institutes, knowledge institutes and exporting 

firms represent an absolute minority in this sample. 

It is most interesting to look at the differences in representation in developing and transitional 

economies by consultants and manufacturing industry. It follows from the data that the mix of 

companies in specific countries is very overrepresented by consultants, even more than would be 

expected based on the numbers of consultants in the total data. This apparently strange discrepancy 

occurs because on average, firms active in consultancy are represented in a much higher number of 

different countries than manufacturing firms. In the sample, manufacturing firms active in a high 

number of different countries are usually the bigger firms. For consultants there exist numerous very 

small firms, even a few one-man businesses, with a relatively high number of countries in which they 

are active.  

Figure 22: Table with types of firms and their average and absolute activity 

When looking at the table and the graph with the average number of countries active for the different 

categories of firms, it is clearly visible that manufacturing firms and financial institutes are active in a 

lower number of countries than both the average number of firms and (technical and non-technical) 

consultants. Although the difference does not appear to be that big, for manufacturing firms 1,7 

country on average while consultants have an average of 2,8, it is quite big considered that we are 

talking about a big number of firms. As such it is justified to state that a huge difference exists in the 

number of countries where different types of firms are active. Non-governmental organizations are 

even active in a much higher number of countries on average, and although the number of NGOs in 

the sample is much lower than for manufacturing firms or consultants with 43 organizations this also 

seems to be a logical result considering the activities in a large number of countries of many NGOs.  
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Figure 23: Graph of types of firms and their average activity 

This big difference in the number of countries in which firms are active can be explained by looking 

at the nature of the activities of the firms. Consulting firms usually do not need to erect production 

facilities, transportation systems and an extended production chain to be able to do business in 

developing or transitional economies. Manufacturing firms might, and often have to do this based on 

regulations which are applied in these countries. Even when they are only outsourcing particular steps 

of their value chain, this might need considerable investments and time for contracts, building 

permits, and other legal issues. The overlap between these two different types of firms is that they 

both need knowledge of the specific country, for instance business environment, relevant legislation 

and contact networks. But these kinds of knowledge might be more difficult to obtain for the 

installment of physical production facilities than for a consulting assignment carried out by a 

consulting firm. Because of these reasons it can be argued that the activities of consulting firms are 

usually more flexible in entering different countries than manufacturing activities are, and this is also 

reflected in the data. 

The distribution of expertise of different types of renewable energy technologies is depicted in the 

graph below. Here can be seen that most firms have expertise in biomass. If biomass and biogas are 

combined, the share of firms having expertise in this combined category would be even higher and 

would have a clear dominance among firms in the sample. Solar power is a good second and wind 

third. The other technologies, water power and geothermal, are represented by relatively few firms. 
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Figure 24: The list of firms and their expertise in types of renewable energy technology 
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V. Different types of aid and their incentives 

In the early development literature, the ‘gap theory’ is often mentioned. This theory stresses that there 

exists a ‘gap’ in investment in developing countries, and by filling this gap with aid it could be made 

sure that economic development would take off. This gap could exist of, for instance absent capital, 

infrastructure or technical knowledge in developing countries. However, these aid transfers have in 

general not been effective in stimulating development throughout the years, and in the case of project 

aid, this was linked to three fundamental problems (Stiglitz, 1997). Projects are often not replicable, 

the funding is often fungible, and the quality of the overall policy environment can be poor. 

Fungibility means that by financing the project in question, recipient governments can free money for 

other projects, which leads to the situation that not the donor, but the recipient essentially decides 

which type of investment is financed with the provided aid. This can be a problem since developing 

countries base their decisions on past decisions of donor countries. If donor countries have provided 

food aid in the past, developing countries can assume they will do it in the future as well when there is 

a food crisis. This creates incentives for developing counties to reallocate their resources away from 

agriculture to other uses. This can create serious situations of aid dependence (Gibson et al., 2005). 

The problem of replicability, which means that projects successful in a particular context may not be 

successful in another, has been quite difficult to overcome for donors, since this problem means that 

there can be no general project model which can be changed or adjusted to the specific situation in 

which it is applied. Fungibility and the project environment however can potentially be influenced 

with aid conditionality, and donors have often tried to achieve this. Aid conditionality is the 

application of constraints on aid imposed by donors which have the aim to make recipient 

governments behave in certain ways. Demanding policy reform from recipient governments in 

exchange for aid is an example of such aid conditionality, and it essentially leads to the policy reform 

being the ‘price’ recipient governments have to pay for receiving aid. Several incentive problems 

originate from this conditionality (Collier, 1999). The first, obvious incentive problem caused by this 

price of policy change is that in the case of aid conditionality, the recipient government is not 

effectively the owner of the policy change, but since the donor government ‘pays’ for it, they are. 

Recipient governments thus have the incentive to discontinue previously taken efforts to reform to 

counter the pressure of donors. Also, recipient government leaders do not possess incentives to be 

motivated to develop domestic consensus or social acceptance of policy changes asked for by donors. 

It might even be a fruitful strategy in order to gain popularity domestically to protest against the 

donor. Furthermore, recipient governments can also use their reluctance to reform in order to get more 

concessions from donors in aid negotiations. Donor governments have the incentive to demand as 

many policy reforms as possible from the recipient country for a specific amount of aid. In this case, 

even if the recipient country government believes in the policy changes and agrees with it, they have 

incentives to frustrate the process. The weak enforcing of the policy reforms is also a problem with 

aid conditionality when wanting to achieve these reforms. There are many examples, for instance 

regarding the IMF (International Monetary Fund), with funds being provided without recipient 

countries meeting the conditions of the previous funds (Gibson et al., 2005). 

Most of these issues mostly apply to very broad, macro-economic aid programs to countries. The 

more specific programs which are being analyzed in this research are probably only affected by these 

problems to a lower degree, but still are not immune for it. But another type of aid conditionality 

clearly applies to the desired higher involvement of the Dutch private sector in development 

cooperation. This is being categorized as “short-term political and commercial goals pushed by 

interest groups in the donor country” (Gibson et al., 2005). Promoting domestic firms using 
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development aid in order to keep them making profit and keeping workers employed through tied-aid 

can correspond with incentives of politicians. 

Forms of aid 

Three basic forms of aid are grants, credits and guarantees. These types of aid differ a lot in the way 

in which aid is given and each type has different implications for incentives originating from them. 

Grants are basically just transfers of money, goods or services which do not require repayment. 

Usually possible recipients of grants face the incentive of maintaining a good reputation in order to 

attract a higher number of grants. These possible recipients might also modify their behavior in order 

to achieve this. Responsible use of grants for the purpose they are meant to is not insured by this 

behavior, as the recipient government might shift funds of their own which were originally meant for 

the project for which now exists a grant away to different projects (the issue of fungibility). Credits 

are a different form of aid, and they are also often called loans. This type of aid consists of transfers of 

funds for which repayment is required. Interest rates and length of the loan and repayment period can 

differ and can also include ‘soft’ conditions which imply a higher rate of concessionality. Regarding 

incentives, the success of credits largely depends on the ownership issue. When the recipient of 

credits also has a big stake in the success of himself in repaying the loan, he has correct incentives to 

repay. Banks which supply the loans of course also possess incentives to carefully screen applicants 

for loans and only provide them to recipients who will be likely to pay them back, together with the 

interest. When ownership gets separated from the recipient, we can have quite an incentive problem. 

With aid, it sometimes happens that the repayment of the credit happens through the general tax-base 

of a country instead of by the project which was funded by this aid. Problems also occur through 

program aid credits, which try to get recipient governments to adopt good policy. Repayment of these 

credits are usually extended over 20+ years, and short-term incentives of incumbent governments can 

sometimes overtake long-term incentives of financing. When this happens, it can lead to deterioration 

of the economic environment, loss of credit worthiness and all kinds of additional associated 

problems. Guarantees are types of aid which reduce the risk for private investments from firms. 

Guarantees can be given for political risks in share capital, credit risks of development country 

borrowers and risks from shortcomings in regulation, legislation and other capacities of developing 

countries. It is clear that guarantees can stimulate investments into developing countries, but they can 

also lead to the postponing of necessary policy changes in the developing countries itself. These 

policy changes or institutional reforms are often necessary to reduce the risk which the guarantees 

cover itself, so when the change would be implemented, the guarantee would no longer be needed. 

But of course, recipient governments will face fewer incentives to change their policy or institutions 

when there is a guarantee from donor countries anyway (Gibson et al., 2005). 

A type of aid which is sometimes used by donor country and neither qualifies for the definition of a 

grant, a credit nor can be defined as a guarantee, is technical assistance. Although in many 

circumstances the recipient country does not have to pay for the technical assistance, since there are 

no monetary transactions involved this category of aid is a wholly different one. The PUM program 

(Programma Uitzending Managers; Manager Deployment Program, a program where managers (often 

retired) are deployed in developing countries) by the Netherlands is an example of such a technical 

assistance program. Although ‘granted’ technical assistance programs do not have many of the 

(economic) disadvantages which credits and guarantees do possess, they do possess some 

resemblance to monetary grants. ‘Assistance compulsion’ can be as severe with technical assistance 

as with monetary assistance. Also, technical assistance has additional severe disadvantages. For 

example; appropriateness of technical assistance can be a real problem, as well as issues with the 

existing practices which technical assistance is trying to replace. 
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Tied aid 

Tied aid is the binding of aid to the conditionality that goods and services associated with the projects 

have to be purchased in the donor country. This means that tied aid usually diminished the degree of 

ownership of a recipient country, since it cannot make all the decisions about this aid itself. Other 

aspects which do not speak for tied aid are the possibility that the technology or material provided for 

by the donor country is not appropriate for the developing country, the reducing of competitive 

pressure in procurement originating from the tied aid and the pollution of the central purposes of aid. 

Tied aid is a form of rent seeking, and it can negatively influence sustainable development because of 

above reasons. Since the WTO (World Trade Organization) forbids the subsidizing of exports, tied aid 

can be a disguised solution for donor governments. Also, governments often possess incentives to 

promote their domestic companies, especially with big projects in which a lot of money is involved, 

like the building of infrastructure. This sector is also the area in which most of the tied aid is given, 

and by gaining the first contract firms in this sector often make sure that any follow-up projects or 

maintenance activities can be conducted by them. To counter negative effects caused by tied aid, in 

1992 the OECD established the Helsinki Package. This regulation puts restrictions to the use of tied 

aid. It prohibits tied aid for projects in recipient countries which are eligible for 17-20 year loans from 

the World Bank. Also, otherwise commercially viable projects are forbidden to be conducted using 

tied aid. Furthermore, transparency of tied aid was improved by making procedures more robust 

(Gibson et al., 2005). There exist varying opinions about tied aid. According to proponents of it, tied 

aid could serve as a ‘good incentive’ for donor countries because their own interest in this type of aid 

makes sure that they are very credible in committing themselves in the eyes of the recipient. This 

commitment can be enforced by legal bodies in the donor country. In this way, by knowing for sure 

that the donor is committed, the recipient is also stimulated to help to improve aid sustainability 

(Svensson, 2000). So tied aid could improve commitment of both actors, but the question remains to 

which degree tied contracts can be enforced by legal agencies, and whether it would be in the interest 

of both donors and recipients to start a lawsuit about tied aid contracts (Gibson et al., 2005). This 

makes it very questionable whether tied aid can be enforced to be used in a way in which it is 

beneficial for both donor and recipient countries and population groups inside both. 
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VI. Motives for aid from a central government perspective 

To highlight how complex interactions among actors and their incentives can be with issues 

concerning development aid, a brief general overview of different motives concerning the provision 

of development aid by central governments is provided. When decomposing the motives of 

development aid in its entirety, altruistic and humanitarian motives very rarely seem to have the upper 

hand (Hoebink, 2010). 

Political-strategic motives 

Much development aid is given with political strategic motives in the back of the head of the central 

government of the donor. For example, in the USA, Point Four of the Truman doctrine states the 

support to struggling democracies as an important purpose. This statement cannot be seen 

independently from the Cold War and the fact that about 80 percent of this aid was shipped to 

neighboring states of the Soviet Union and China (Hoebink, 2010). The American ‘containment’ 

policy concerning these countries had a major influence on the ways this type of aid was given. 

Recently, focus has shifted to countries in the Middle East regarding the ‘war on terrorism’. The 

conservation of contacts and influence in previous colonies can also be a reason for countries to shift 

development resources to these countries. For instance, France has an implicit purpose to stimulate 

francophone countries. Furthermore, development aid can be used to gain political influence, of which 

are many examples throughout history (Hoebink, 2010). 

Economic-commercial motives 

These motives are especially important for the safeguarding of imports of raw materials (especially 

for countries which do not have much domestic supplies of raw materials, like Japan), export 

promotion and the promotion of a beneficial financial relation with the developing country in 

question. These motives are most prone to play a role with bilateral development aid. This type of aid 

is often tied, or provided in such a way that it also benefits the donor country in an economic way. 

(Hoebink, 2010) 

Ethical-humanitarian motives 

This type of motives found its origin in Christian-democratic ideologies in European countries. 

‘Solidarity does not stop at the national borders’ was a saying which could best describe this motive 

for giving development aid. Donors for which this motive is most important usually focus on the least 

developed countries and on sub-Saharan Africa. Also, aid from countries which are led by this motive 

is often given using NGO’s. 

Environment-related motives 

During recent years, different types of motives which are gaining influence are the environment-

related motives. Environmental problems are usually international problems, which provides for a 

powerful motive to search for ways to tackle these problems internationally, and sometimes through 

development aid. 

Refugee-related motives 

Because a lot of Western countries experience problems with refugees, also this can be used as a 

motive for providing development aid. An increase in welfare in developing countries could reduce 

the stream of refugees to Western countries, and for this reason sometimes development aid is given. 

For instance, Tinbergen already pleaded in 2000 for the increase of the Dutch development aid to 2% 

of the GDP for this reason. The USA also increased their aid budget for Haiti drastically during recent 

years (Hoebink, 2010). 
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VII. Levels of analysis 

The Institutional Analysis and Development framework distinguishes multiple levels of analysis, 

which are: operational, policy-making, and constitutional. The operational level consists of 

interactions of individuals which directly affect outcomes. With outcomes in this research are meant 

results on the level of aid effectiveness, such as poverty reduction. An example of interaction on the 

operational level is the implementation of a project in a developing country. Rules that have influence 

on the structure of an operational situation are themselves constructed and designed on a policy-

making level. Officials often make policy decisions which are relevant to the structure at the 

operational level. These policy decisions themselves are made within constitutional rules which affect 

the way in which these decisions are made and who makes them. This is the constitutional level 

(Ostrom et al, 1994). In this report, the policy-making level, which is also commonly called the 

collective choice level, is by far the most important. This report will focus on the policy-making level, 

and the constitutional level is interpreted as a context. 

 

 

Figure 25: Levels of analysis; the constitutional level is assumed to be part of the context; there exist interactions 

between it and other levels and the outcomes (Ostrom et al., 1994; McGinnis, 2011) 

The difference between these levels can be best illustrated using a relevant example. For instance, let 

us consider the construction of a foreign-owned solar cell producing facility in a developing country. 

The construction and subsequent operation of this factory can be viewed as a physical outcome of 

decisions at the operational level, for instance a big electronics company investing in the facility and 

taking a decision to build this facility. This decision itself is influenced by the policy-making level, 

for example a decision by the domestic government of the foreign firm to subsidize the latter’s 

investments in developing countries’ renewable energy industry. These policy-making decisions are 

also influenced by the context, among which is the constitutional level. Constitutional aspects in this 

situation can be: is the subsidizing of these kinds of practices a form of export subsidization and is 

this allowed? And how are the policy makers which have influence on the decision to subsidize the 

investment elected? 

This model as depicted looks quite linear; in reality there are feedback loops and interaction among 

different levels. 

The research in this report about the Dutch decision to stimulate private sector-driven development 

investment is mostly focused on interactions between the policy-making level (sometimes also called 

the collective choice level) and the operational level. Physical outcomes will ultimately show the 

outcome of this new policy, so it is very important to also keep an eye on the operational level. 

Although the benefits of the outcomes in the operational level will probably be unclear and most 

likely also drastically differ among actors, the operational level is still one of the main units of 
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analysis. The constitutional level should not be a blind spot either, since it is really important to 

investigate in which constitutional framework this new policy has been made as it often has major 

influence on the policy. But the most emphasis is on interactions between the policy-making level and 

the operational level. 

Collective choice level 

The policy-making level can also be called the collective choice level, since social networks can 

sometimes overcome information and motivation problems of single actors. In this way, policy 

making is a form of collective choice. The collective choice level is called like that because it is the 

level where individuals create rules which govern behavior on the operational level. The distribution 

of authority to be able to make sure that collective action can be taken takes place at the constitutional 

level; here individuals produce rules about who participates in which decisions in the collective 

choice level. 

To achieve development goals, often institutions are needed that can facilitate certain aspects like 

property rights, laws, accountable governance, etc. A much referred-to problem in developing 

countries is that these institutions are often very weak, missing or non-existent (Gibson et al., 2005). 

In the collective choice level, individuals make choices about policy. For these individuals, obstacles, 

difficulties and challenges have to be overcome to reach a collective choice. These types of 

difficulties are investigated in this part of the research. Information and motivation problems can also 

occur among actors. Focus will both be on actors of the whole spectrum; in both recipient and donor 

countries, government actors but also firms, etc. 

The main issue of the collective choice level in development cooperation is the changing of the rules-

in-use in a specific community to prevent poor development outcomes and stimulate good results. 

This changing of rules can be often difficult, as rules are also part of the community and often not 

easy to change. An example of such a problem of collective action is for instance the charging of 

electricity originating from a donor-funded project. Rules are needed to do this, and these rules need 

to be introduced by collective action.  

Three well-known major problems when creating solutions for collective action challenges are that 

solutions can be unknown, the solution might not work or backfire, and solutions might exist but not 

be implemented (Gibson et al., 2005). 

Collective choice problems and sector- or government-led development aid 

Collective choice problems can differ in their nature between private sector-driven and government-

driven development aid. For private sector-driven development aid, at the level of the project there 

usually exists a lower level of collective choice difficulty than which is the case with government-led 

aid. With the latter is meant development projects for which firms can get government subsidies. For 

instance, since the financial investment plan needs to be complete, waterproof and consistent (to state 

it with different words: the firm needs to be profit-making), there will probably not occur many 

financial collective choice problems, unless there is some kind of market distortion or failure. 

However, aspects like pollution resulting from the project can lead to serious collective choice 

problems which are not of a financial nature. Concerning the focus on profit, it is not unimaginable 

that it could lead to the deterioration of these kinds of collective choice problems. Nevertheless, 

collective choice problems of this nature are often present in both government-led and private sector-

driven development projects. 
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Motivational and informational problems 

Motivational and informational problems can also occur at the collective choice level. A possible 

motivational problem is that rules are seen as public goods, and therefore every single actor has less 

incentive to produce these rules and make sure that people are behaving in accordance with them 

(think of it as a prisoner’s dilemma). Rules also have distributional consequences at the operational 

level. This can lead to rent seeking by individuals, and also theoretically by firms if they can get 

influence in the political process of (developing) countries. It is well-known that actors have the 

incentive to create rules to have beneficially impact on their own cause (Gibson et al., 2005). Tied aid 

is a very good example of this. Donors can benefit themselves as well from tied aid by forcing the 

recipient country to for instance buy their goods or provide (subsidized) market entry to their firms. It 

is not a coincidence that it are often organizations linked to business interests who speak out loudest 

in favor of more private sector involvement in development aid projects. The focus on Dutch interests 

in development aid, or the use of development aid as a tool for Dutch companies to increase revenue 

and profit, can also be viewed as a possible form of rent-seeking here. A completely different form of 

rent-seeking behavior is corruption. Corruption can be used to obstruct the creation of certain rules 

unless some sort of illegal (financial) transaction is made to satisfy the corrupt official. Corruption can 

also be used the other way around, by offering money in exchange for some sort of rule change which 

obviously is going to benefit the provider of this sum of money. 

Informational problems can also play a big role in collective choice decisions. These informational 

problems can consist of missing or asymmetric information. Actors vary in their ‘position’ with 

regard to the operational situation. For example, implementing firms are almost always much closer to 

this operational situation than the central government of the donor country which provides the funds 

for the project. Feedback can vary based on the feedback mechanisms with which actors receive this 

information; if links over which the information needs to pass are numerous, there will be a loss of 

information. Additionally, actors which act like linkages in this information provision could try to 

influence the information for their own advantage. To add another potential problem, considering 

collective choice situations like majority voting among a group with relatively heterogeneous views, 

there is no certainty that it leads to situations in which a certain dispute is settled or a problem is 

solved with the best outcome for the group as a whole. This is because the outcome is highly 

dependent on the order of the alternatives and on the possibility of strategic voting among individuals. 

This means that those who control the agenda can always try to influence the voting institutions when 

majority voting is the way to go. 

In developing countries, donors or investing firms always create at least a second layer to the original 

situation in the recipient country. This can lead to complication for both motivational and 

informational problems. Also, incentives are almost always changed when a donor or a private sector 

business is entering a country. Lawmakers can also try to influence when or where aid or investment 

will take place, as such trying to influence in a positive way the preservation of their own position 

(Gibson et al., 2005). 

This information about levels of analysis should be taken into account when conducting an IAD 

analysis of a particular policy.  
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VIII. IAD analysis of the DBI program 

Context 

The international context in which the instrument of the Import Sustainable Biomass Fund is taking 

place is the current national development cooperation ‘environment’. For a thorough overview of this 

context and ways in which the development cooperation policy is looked upon in the Netherlands 

during the recent time period, see chapter 2 and appendix I. But the development cooperation policy is 

also hugely influenced by international economic development paradigms, of which neoliberalism is 

arguably the most influential in the world, and especially in the western world. The ways in which 

neoliberalism affects instruments like the Import Sustainable Biomass Fund have to be kept in mind 

during this analysis. For instance, the ways in which the projects of the DBI fund are meant to be 

sustainable in the end (using the free market to become competitive in the long run), and the import 

requirements for the biomass projects are heavily inspired by neoliberalism. DBI is obviously inspired 

by the notion of trade liberalization and increased openness to foreign investments around the world, 

which is in line with the Washington consensus (Szirmai, 2005).
 8
 

Also, the DBI (and also DBM) programs were started to contribute to solutions to prevent climate 

change. The ambition to prevent climate change is a very powerful driver behind directives of the EU 

to try to increase the production over energy from environmentally sustainable sources. As an 

additional target, ambitions to make the energy production less dependent on limited fossil fuels also 

contribute to the notion of sustainable development (Dalal-Clayton and Bass, 2002). 

Physical and material conditions 

The aim of the DBI was to give an impulse to the development of the supply chains for sustainable 

international biomass production for both energy and chemical applications. Since domestic biomass 

production is very limited, a very high percentage of biomass consumed in the Netherlands has to be 

produced abroad. For wood pellets, this is about 90%, and for biogasoline even very close to 100%. 

Furthermore, biomass imports have increased greatly over the last decade, and even though decent 

percentages of these imports were already produced in a sustainable way, this share can still be 

improved (Copernicus Institute, Utrecht University, 2011). 

Given the ‘material’ condition that domestic biomass production capacity in the Netherlands is very 

limited, the idea to import biomass from abroad and start up a fund seems logical. However, this 

creates extra layers in the organizational and informational aspects of this undertaking. Either a buyer 

of the imported biomass has to be found in the Netherlands, or a party which wants to buy has to find 

production facilities abroad. Also the transport has to be arranged, this might be complicated by bad 

physical and material conditions in the developing country where the project is taking place. 

Infrastructure is thus an important pre-existing physical condition of the recipient country. (Appendix 

X-4.4) Also, imports of machinery from the Netherlands to abroad might be necessary. (NL Agency, 

NL Energy & Climate, 2012) 

Attributes of the community 

Since this analysis is about the Import Sustainable Biomass Fund in general, the recipient 

communities will differ among projects. It is thus impossible to give a non-blurred overview of the 

features of such a community without choosing a specific project to analyze. In general it would be 

possible to say that the communities where the DBI projects are taking place have an entirely different 

                                                   
8 These aspects deal with interactions between the policy-making level and the constitutional level, but they can 

still be regarded as context since the paradigm of neoliberalism is a prevalent common way of organizing 

economic policy nowadays, it is an institution and not an actor with which can be negotiated. 
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culture, usually a different language and different habits than in the Netherlands. Since most projects 

take place in developing countries, the community is usually poor. 

Also the communities of the Dutch development cooperation policy makers and the Dutch private 

sector which can invest in renewable energy in developing countries have to be taken into account. 

Regarding the community of the Dutch development cooperation policy makers, this is described in 

Chapter 2 of this report about the current and previous situation of the Dutch development aid. The 

community of private sector enterprises in the Netherlands which might be interested to invest in 

renewable energy projects in developing economies is sketched in Appendix IV. From the 

information available in this Appendix it can be concluded that there are quite a few Dutch firms 

which could be interested to invest in renewable energy in developing countries, but their interest is 

usually limited to specific countries, of which some (Indonesia, South Africa) enjoy the most interest. 

Consultants are overrepresented in this sample, and manufacturing firms are slightly 

underrepresented. Financial institutes are almost absent from this overview compared to other types of 

firms. Regarding types of technology with which the firms deal, biomass is the most popular 

technology, followed on a distance by solar energy. Wind power comes in third. This overview more 

or less sketches the ‘community’ of private Dutch renewable energy firms willing to invest in 

renewable energy projects in developing or transitional economies. (Appendix IV) 

Relevant rules 

Relevant rules for the DBI are the targets defined by the EU to reach a 20% percentage of renewable 

energy by 2020 in their member states. For this renewable energy directive (RED), the Netherlands 

have to reach that by 2020 at least 14% of their energy consumption is renewable. Because biomass is 

expected to play an important role in the reach of these targets, the DBM and DBI funds were created. 

Since the Netherlands view biomass as an important method to reach the demanded percentage of 

renewable energy consumption, but they also believe that domestic biomass potential in the 

Netherlands is limited, imports of biomass are expected to increase in the coming years. For this 

reason, the DBI fund was created, being also part of the program “Biobased Economy” within the 

Innovation Agenda (Copernicus Institute, Utrecht University, 2011; Appendix X-2.4). The RED also 

prescribes sustainability criteria for the biomass, and the Netherlands also has its own, more strict 

criteria, called the NTA 8080/8081, which are nothing more than a translation of the Cramer criteria 

into a national standard. (Commissie Duurzaamheidsvraagstukken Biomassa, 2010) The Cramer 

criteria deal with social, environmental and economic aspects as well as with indirect effects of the 

projects which take place (NL Agency, Ministry of Foreign Affairs, 2010). 

The demand in the market for the sustainable biomass is quite dependent on another subsidy scheme 

of the Dutch government, the SDE (Stimulering Duurzame Energieproductie; stimulation sustainable 

energy production). This is a subsidy scheme which gives subsidy for energy generated from 

sustainable sources. The maximum subsidy for electricity produced from renewable sources is €0,15 

per kWh, so this subsidy scheme can contribute a lot towards successful projects. (NL Agency, NL 

Energy and Climate Change, 2012; NL Agency, Ministry of Economic Affairs, Agriculture and 

Innovation, 2012) 

The DBI fund fits into the aim of the Netherlands to contribute to the MDGs of the United Nations. 

Also, the Cramer criteria play a major role in the sustainability criteria. The Cramer criteria deal with 

social, environmental and economic aspects as well as with indirect effects of the projects which take 

place. DBI desires to counteract unsustainable production of biofuels and does so by supporting pilot 

projects which apply to the sustainability criteria (NL Agency, Ministry of Foreign Affairs, 2010). 
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An important thing to note is that local rules are very important in this analysis. These rules are 

different among projects and as a result it is not possible to generalize about them. But, these rules 

often have great implications for the individual projects. Thus it has to be noted that whatever 

predictions or conclusions are taken about the DBI fund, local rules have such importance that they 

will always modulate any predictions made in this analysis. 

Action Arena 

Actors 

This part of the analysis deals with the actors which are involved in the DBI fund; both directly and 

indirectly. 

The actors aligned to the DBI instrument which are analyzed are the central government 

administration of the Netherlands, the Ministry of Economic Affairs, Agriculture and Innovation, NL 

Agency, other donor agencies, applicants for the subsidy of DBI, contractors, purchasers of the 

imported biomass, certification agencies and the private sector in recipient countries.
9
 

The central government administration of the Netherlands 

The central government administration and their views are described in Chapter 2 to a great extent. 

Regarding the position of the administration, they are not directly involved in the operational aspects 

of the DBI fund. They also are not very likely to spend a lot of attention to this instrument in 

particular, but they are more focused on the general policy with regard to development aid and 

sustainability. For them, the DBI fund is just a small aspect of a more broad policy. They do bear 

responsibility to the Dutch population and the voters for the instruments. With the decision to 

implement the DBI program, the Dutch central government administration want to reach the expected 

outcome of stimulating biomass imports to the Netherlands (Copernicus Institute, Utrecht University, 

2011) and doing so in a sustainable way, respecting and contributing to the MDGs of the UN (NL 

Agency, Ministry of Foreign Affairs, 2010). Also an expected outcome would be a better involvement 

of Dutch firms in biomass producing activities in developing countries. By starting up a pilot 

instrument like these outcomes are of course quite uncertain but it can be expected that at least some 

projects will succeed. Payoffs can range from stimulation for sustainable biomass import possibilities 

for the Netherlands to a better reputation of Dutch development aid when these projects really 

succeed. Other possible payoffs for the Dutch central government administration could be an 

improved position for Dutch firms and organizations in international biomass production and 

certification and improved relationships with recipient countries. A very important possible expected 

payoff is the improved horizon these projects might give to the Dutch government to meet the 

renewable energy directive of the EU to reach 14% of renewable energy consumption in 2020. 

Linkages between actions and outcomes of the Dutch central government administration deal mostly 

with the general policy direction. The funds for the DBI program have already been distributed, so 

even a drastic change in their views about these types of programs cannot change the application of 

the projects. A drastic turn of the government however, such as failure to commit to the RED 

                                                   
9 There also exist other actors which can be involved with the DBI instrument, namely: the government of the 

recipient country, the sectoral ministry or agency of the recipient country, civil society organizations and a 

separate category for the people of the recipient country. The last category has not been included since there 
exists a lot of overlap between the ‘private sector’ of the recipient country and the beneficiaries in the DBI 

instrument for the reason that many of the people in the private sector are small-scale farmers. The other 

categories of actors have not been included since they do not seem to play such a big role in the DBI program or 

there was insufficient information available to confirm their active involvement with DBI. Furthermore, 

involvement of the public sector in DBI will most likely drastically differ among countries. This does not cover 

the aim of this research, since the aim is to give a general overview of DBI, not to zoom in on specific cases. 
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guidelines from now on, would undermine the continuation of the projects. Also, a future policy to 

focus on other types of renewable energy instead of biomass would be a problem for the biomass 

projects when these projects will have more trouble with getting a market outlet in the Netherlands as 

a result of this. On the other hand, they can decide to make funds available for new tenders of the DBI 

fund, which would be a further stimulation of the biomass ‘industry’ in the Netherlands and in 

developing countries. Regarding control of the central government administration, they are officially 

the ultimate owner of the instrument, but the ways in which they can exert influence on the – already 

running – DBI program is quite limited. They can do this mostly in indirect ways and by exerting 

influence on the more general development cooperation and sustainability policy, or for instance by 

adjusting the SDE subsidy scheme. The information which they have available is mostly information 

provided to them by NL Agency and the Ministry of Economic Affairs, Agriculture and Innovation, 

of which the latter is the provider of the funds and the first is the administrator of the DBI instrument. 

Other information which the government administration has is information provided to them from 

other national governments, the EU or supranational organizations such as the World Bank. This 

information might have its implications for their future and current policy. (Appendix X-2.1; NL 

Agency, NL Energy and Climate Change, 2012; NL Agency, 2011) 

The Ministry of Economic Affairs, Agriculture and Innovation (EL&I) 

The Ministry of EL&I is a budget provider for the DBI fund. Their position is that they bear 

responsibility for the program to the central government administration and they provide the funds for 

the program to the administrator of the instrument, NL Agency. For the Ministry of EL&I, the DBI 

fund is just one small instrument which is also part of the Biobased Economy (BBE) ambition. 

Expected outcomes and payoffs of the decision to implement the DBI program are not very different 

from those of the central government administration, but differ to the extent that the Ministry of EL&I 

will also attach value to less visible outcomes, such as knowledge generated by the projects which 

would be of benefit to the Dutch innovative agricultural sector. Linkages between actions and 

outcomes are not very clear of EL&I, since it is not clear how much freedom they have to choose 

instruments which they want to support or to possibly start up a new tender of DBI. Since they 

provide the funds for the DBI instrument, the EL&I theoretically has quite a lot of control, but since 

funds are already distributed their influence on the already running program is quite limited. They can 

however – like the central government administration – influence the projects indirectly. For their 

information provision, EL&I is dependent on other actors; the central government administration for 

information about the ‘top’, the general policy and the way in which it will be changing, and NL 

Agency for information about the ‘bottom’, the individual projects and the way in which the program 

is running. (NL Agency, 2011; Appendix X-2.2) 

NL Agency 

NL Agency, and more specifically the department Energy and Climate Change of NL Agency is the 

administrator of the DBI instrument. Their position with regard to the DBI instrument is a quite 

central one. They are in contact with the Ministry of EL&I, the Dutch private sector, other donor 

agencies, NGOs and knowledge institutes which are the applicants for the project, sometimes with 

other firms and consultants which cooperate in the projects, buyers of the imported biomass and 

certification agencies. Since they are administrator of the instrument, their possibility to influence 

outcomes with their decisions is quite limited. They are however both the selector of the applicants 

which will get a subsidy and the monitor of the projects. Thus decisions which they can make are 

related to the selection of the projects and the helping and advising applicants with the way in which 

projects are implemented. Expected outcomes of decisions which they make can be by selecting 

specific projects to get closer to the ambitions of EL&I and the central government administration. 
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Also an expected outcome can be to support the local population in developing countries by the 

project while also making sure that the Netherlands can make a big step in meeting their sustainability 

targets in the future. Creating knowledge and institutions by these projects is also an expected 

outcome for NL Agency, they also actively organize meetings with applicants during which all DBI 

projects are evaluated (NL Agency, NL Energy and Climate Change, 2012). Creating knowledge for 

NL Agency was an explicit target during the startup of the DBI. With this knowledge they will be able 

to compete with and help other international development agencies with their biomass projects. 

Payoffs for NL Agency can be for instance the meeting of the targets of as many projects as possible. 

A very different payoff which would be to the benefit of NL Agency would be a new tender for DBI 

(which is not happening because the program has been discontinued due to a de-emphasis of the 

renewable energy sector in the policies of the latest Dutch government). Also, a relevant aspect which 

has to be mentioned is that one of the targets of the DBI program is the learning of important lessons 

about biomass programs for the actors involved, especially NL Agency. The Netherlands has the 

ambition to be one of the most important knowledge distributors in Europe about biomass (and energy 

derived from biomass, like Jatropha). The DBI program thus has the benefit for NL Agency to be able 

to provide other international development agencies with information about this. Linkages between 

actions and outcomes for NL Agency are quite unclear. They do not have a lot of direct influence on 

the individual project, since they mostly advice and support them, and also do not have a lot of 

influence on the general policy which has impact on DBI. They however do report to EL&I and other 

ministries and advice other government bodies with reports and evaluations. When NL Agency would 

choose to grant less subsidy than provided for in the total budget to the applicant because of a lack of 

available projects which meet their expected level, this would have bad effects on the continuation of 

the program. EL&I would think that for a possible next tender, a smaller budget would be adequate. 

Since NL Agency is the administrator of the program, they have control over the selection and 

monitoring of the projects. They can also make sure that projects happen according to the contract 

which is made at the start of the project. NL Agency has control in the way that they can threaten to 

not pay out funds for the projects when applicants fail to provide reports or when the projects are 

behind schedule. This threat has been used in the past with DBI projects (Appendix X-4.3). NL 

Agency does not have control over the budget which is available for the DBI program or possible 

future programs, nor do they have control over the general policy regarding development aid or 

sustainable development. Regarding information, NL Agency is a quite central actor. They get 

information about the individual projects with reports, evaluations, field trips and meetings. This 

information is bundled and shared with EL&I and indirectly with the central government in factsheets 

and other publications (NL Agency, NL Energy and Climate Change, 2010b; NL Agency, NL Energy 

and Climate Change, 2011b; NL Agency, Ministry of Foreign Affairs, 2010) 

Other donor agencies 

Other donor agencies are for instance donor agencies by other (European or international) 

governments, but also agencies like the World Bank could be part of this group. A practical example 

of a donor agency having a program for which Dutch firms can actively apply is the Asian 

Development Bank (ADB), which funds a Project Development Facility (PDF) for SMEs with regard 

to infrastructure projects. This specific program is not directly geared to sustainable energy or 

biomass, but it could be included since the definition of infrastructure is applied quite loosely 

(Appendix X-2.1). Other donor agencies do not have direct responsibility to any other actor which is 

part of the network for the DBI program but their program could compete with it (Appendix X-4.1). 

Examples of programs which might compete with DBI are the ‘renewable resources’ program of the 

FNR (Fachagentur Nachwachsende Rohstoffe, agency of the German government for renewable 

energy sources), the BEFS (Bioenergy and Food Security Project) of the UN FAO (United Nations 
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Food and Agriculture Organization), the RSPO (Roundtable on Sustainable Palm Oil) and the PDF 

(Partnership Dialogue Facility) by the EUEI (European Union Energy Initiative). (NL Agency, NL 

Energy and Climate Change, 2011c) The position of these other donor agencies is that they ‘compete’ 

with the DBI for projects in developing country. On the other hand, these agencies are also actively in 

contact with the Dutch government or NL Agency to get a coherent policy (NL Agency, NL Energy 

and Climate Change, 2011b). Expected outcomes for setting up instruments are more or less 

comparable to the Dutch donor agencies, with the difference that their national development 

cooperation policy could be different which can also lead to other conditions.
10

 For instance, soft 

loans can be in some cases easier with other donor agencies, which could lead to unfair competition 

(Appendix X-4.1). On the other hand, decisions by these international donor agencies could also be 

related to cooperation with NL Agency or the Dutch government. Payoffs can be the meeting of the 

targets of the projects, success for the firms of the nationality of the donor agency, but also new 

tenders for the instruments. It is difficult for donor agencies to influence the first and the third 

directly, so the linkages are quite unclear. Success for the firms of the nationality of the donor agency 

can be achieved with relaxing the conditions for the firms which can apply for the subsidy program. 

This can however lead to a race to the bottom with other international competitors and a deterioration 

of aid targets. Cooperation with other international donors could also lead to success for firms of both 

nationalities, but for this mutual long-term commitment is necessary (Gibson et al., 2005). 
11

 Control 

depends on the type of organization. When the international donor agency is also a national agency, 

the position of the agency with regard to control is probably comparable with that of NL Agency. In 

this case, the agencies might also be similar in their position regarding information streams. 

Applicants 

Since the applicants for DBI have to be Dutch, the applicants for the DBI program can be the Dutch 

private sector, NGOs and knowledge institutes. Their position is that they have to apply for a subsidy 

for the DBI program at NL Agency, and need to make sure the project is implemented. A criterion for 

the applicants is that they have to be able to finance the activities, but that they are not able to finance 

the whole implementations of the project. The applicants are responsible for the implementation of the 

project according to the contract which is drafted with NL Agency. If they are private firms, their 

decision to apply for a subsidy of NL Agency is usually coupled with the expected outcome that they 

can eventually make money with the project or use the knowledge generated by the project for this 

purpose (Appendix X-4.2). For knowledge institutes or NGOs the expected outcome are mostly 

directly aligned to their purpose: generating knowledge and using it for scientific publications or 

improving the economic and social positions of the poor in developing countries. A different decision 

which they have to make is how to certify their product. There exist multiple certificates which are 

issued and are approved by the EU (see also the upcoming discussion about certification agencies). 

Certificates differ in their rate of sustainability but also on the level of costs (NL Agency, Ministry of 

Economic Affairs, Agriculture and Innovation, 2011). Most of the time, certificates which focus more 

on sustainability have more strict criteria and will thus be more costly (NL Agency, NL Energy and 

Climate Change, 2012). This means that applicants have to make a choice between better 

sustainability and costs. The result of this is that it might create a ‘race to the bottom’, where the 

bottom is just above the minimum sustainability criteria. Although private firms are mostly driven by 

economic interests, other payoffs are also valued, such as also helping the local population in their 

                                                   
10 This is only true when it is about national donor agencies, but of course the conditions of supranational donor 

agencies can also be quite different compared with the Dutch conditions. 
11 This discussion assumes that programs are geared towards domestic firms; when it is required that firms from 

abroad apply for the instrument, ‘competition for market share in development projects’ gets an entirely 

different face (Gibson et al., 2004). 
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development, getting better contacts with both recipient and donor countries’ government agencies or 

contributing to sustainable development. But continuation and application of the results of the pilot 

project in such a way that they can commercially exploit it is still the main target of private firms 

(Appendix X-4.2). Linkages are not obvious, since it is not sure that private companies, NGOs or 

knowledge institutes can reach their targets with a pilot project which is usually characterized by its 

risky nature. But in general, this subsidy program is attractive for applicants since a part of the risk is 

borne by the subsidy instead of their own financial resources. Applicants have quite a lot of control 

over the project and the way it is implemented. They bear responsibility for the implementation of the 

project and want to make sure for their own sake that the project will be a success for them. Since 

they also invested their own resources in the project this gives them a central position in the 

ownership issue. Applicants have the feeling they ‘work for themselves’ (Appendix X-4.2). This 

might lead to more effort being put on their own interests in the project and less on the interests of the 

donor or the beneficiaries. The latter might be seen as a ‘byproduct’ of their projects. Applicants have 

to provide information to NL Agency about project evaluations. Often, NL Agency has to trust the 

information given to them by the applicants since they have little means of getting the information 

otherwise. Contractors get information from the projects carried out abroad by the firms there and are 

sometimes dependent on it. Applicants are quite central in the information network and this might 

cause information asymmetries. These information asymmetries together with the incentives which 

applicants have to ‘please their boss’ could lead to the applicants putting a lot of emphasis on 

outcomes of the project which the donor would like, without them being really prominent in reality. 

This might lead to a representation of reality where development results are exaggerated by the 

applicant.
12

 Information asymmetries make sure that statements from the applicants are often difficult 

to check for the donor agency. 

Contractors 

Contractors can be other firms or consultants which cooperate with the projects and are hired by the 

applicant(s). Their position in the network is that they are working for the applicant and are in some 

cases also in contact with NL Agency. Depending on their activities, they are responsible for specific 

tasks in the project, such as the transportation of the biomass from the developing country to the 

Netherlands, the setup of a biomass plantation in a developing country, etc. Expected outcomes of 

decision of the contractors are usually quite simple: they want to get an income with carrying out the 

activities of the program. Of course philanthropic reasons could also play a role in the decision-

making process of contractors. Payoffs for contractors could be the continued hiring of them when the 

project has good results and is continued itself, good contacts with the applicants or NL Agency and 

good results for the local population and the sustainability targets of the Netherlands, although the last 

goals will not be their direct interest. Linkages between actions and outcomes are geared towards the 

assignment of the contractors. It is in their interest to satisfy their boss (the applicant), so they will 

usually try do their work in accordance with this target. When they want to do their work in a way 

which stimulates the project, but harms the applicants’ cause, this would have bad consequences for 

these contractors. Their actions will thus depend on the ideas of the applicant. This is immediately 

clarifying the issue of control, which is almost entirely absent in the case of the contractor and is in 

the hands of the applicant. Contractor could exert some level of pressure by staying into close contact 

with NL Agency and trying to control information flows. Information is provided by the applicant, 

but in most cases travels up and forth between applicants and contractors. Naturally, information 

provision between the contractors and NL Agency is less than information flows between the agency 

                                                   
12 This does not mean that applicants will knowingly lie to the donor agency, although this cannot be excluded 

since it is often difficult to check. 
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and the applicants. On the other hand, in some cases contractors have better contacts in the recipient 

country, but this depends on the situation and tends to differ among projects. 

Purchasers of the imported biomass
13

 

The RED guidelines of the European Union make sure that there will be a decent demand for biofuels 

in the EU and the Netherlands. Although this demand is not guaranteed, certainly not for every 

sector
14

, the SDE subsidy scheme safeguards this demand. The DBI fund is as such quite dependent 

on this SDE subsidy scheme. Potential buyers of imported biomass will most likely want to have an 

SDE subsidy before they can start the purchasing of the biomass. When they start purchasing from a 

particular project, they are in contact with the applicants or the contractors, or at least with the parties 

from which they have to buy the product. This is in short the position of the purchasers of the 

sustainably produced biomass. Regarding the expected outcomes of the decision by the purchasers of 

the biomass to commence with the purchasing of the biomass produced in the project, they expect the 

project to succeed and provide them with biomass which they can use to produce energy. Expected 

payoffs can be an increased profit using the sustainably produced biomass with the SDE subsidy 

scheme, as well as raising public awareness about their sustainability. Linkages between their actions 

and outcomes of the project are quite direct; without purchaser there is no sustainable project. 

Purchasers can make or break a project, and by choosing to step out when the project has already 

started, they can create real trouble for the other actors (Appendix X-4.3). This also gives them a 

powerful position regarding the control of DBI projects. The purchasers of the sustainable biomass 

are of course dependent on subsidy schemes, but for the rest they can act independently and in an 

opportunistic way.
15

 Information availability of the purchasers of the biomass product depends on to 

what extent they are involved in the production of it. When they are only buying the finished product, 

they have relatively little direct information available about the rest of the network and in that case 

there will certainly be information asymmetries existent. 

Certification agencies
16

 

The biomass produced in the DBI project has to be certified in order to be officially stamped as 

‘sustainably produced’. For this, the EU recognizes 7 different certification systems (NL Agency, NL 

Energy and Climate Change, 2012). These certification schemes are usually owned by different 

organizations than the firms which issue the certificates. These ‘issuing’ firms can be seen as 

consultants who take care of the evaluation of the compliance and the issuing of the NTA 8080 

certificates for the operators of the biomass production. (NL Agency, Ministry of Economic Affairs, 

Agriculture and Innovation, 2011) With the ‘certification agencies’ in the title of this actor description 

is meant the ‘issuing’ firms and not the scheme owner. The position of these certification agencies in 

the case of the NTA 8080 is that professional independent third party certification bodies take care of 

the evaluation of the compliance and the issuing of the NTA 8080 certificates for the operators of the 

biomass production. The national council of accreditation awards rights to specific firms which are 

                                                   
13 These could overlap with applicants, but do not necessarily do so. Sometimes a market for the imported 

biomass is quite easily safeguarded, making use of the European RED guidelines (Copernicus Institute, Utrecht 

University, 2011), but in other cases, a guaranteed market or a stable price is not guaranteed (Appendix VI-4.3). 
14 The aviation sector for example is not represented in the RED, so in this sector demand for biofuels is much 

less stable than in others. (Appendix IV-4.3; NL Agency, NL Energy and Climate, 2012) 
15 This depends of course on the way on which commitment is secured in the contract between NL Agency, 
applicants, contractors and the purchasers of the biomass. If commitment is secured in a good way, purchasers 

have less possibility to act opportunistically. But on the other hand, purchasers do have a good negotiation 

position at the start of a project when contracts are designed since they are absolutely necessary to make the 

project a success. 
16 Same as with the buyers of imported biomass; there could be overlap among these actors with applicants or 

contractors. 
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allowed to issue the NTA 8080. (NL Agency, Ministry of Economic Affairs, Agriculture and 

Innovation, 2011) Their expected outcome depends on which certificate the certification body wants 

to invest in. In order to get accredited to issue certificates, a certification body needs to invest money 

and resources. So it is important for certification agencies to choose certificates which are popular 

among producers of biomass so they will get their return in investments. The ‘race to the bottom’ 

which is already mentioned in the section about the applicants makes it more interesting for 

certification agencies to invest in certificates which are just above the sustainability criteria and 

affordable in monetary terms for their customers (the applicants). This also affects the expected 

payoffs of the certification agencies. With regard to the linkages, about the only thing on which 

certification agencies have direct influence is the choice of which certificates they want to issue. Also, 

good contacts and lobbying might be beneficial in making sure that they get a steady customer basis. 

For the rest they depend on the required sustainability criteria of higher bodies and on the potential 

development of new certificates. The control which the certification agencies have is thus very 

limited. Their available information is mostly aligned to the certificates for which they are accredited 

to issue. Furthermore they might have good contacts with the administrators of the certificates and 

other bodies active in the biomass industry. 

The private sector in the recipient country
17

 

In this part, two different types of ‘firms’ in the recipient country are distinguished. Members of the 

first category of firms are big agricultural companies which have considerable power and usually 

possess huge amounts of land and resources. Part of the second category are the smallholders, usually 

local peasant families which own a piece of land and use it to harvest their crops on. These local 

farmers can be organized in smallholder organizations. This differentiation is made because these two 

types of organizations differ to a great extent with regard to their position, expected outcome, payoffs, 

linkages and control. 

In general, both big agricultural firms and smallholders in the recipient country can potentially have 

major benefits from investments into the economy of the recipient country by the projects starting up. 

On the other hand, companies and smallholders could also be harmed; for example by the increased 

competition for land and resources resulting from the entering of their market by foreign firms. Of 

course, there are many other dangers which could harm local firms. In general it should be noted that 

local smallholders are in general much less powerful and sensitive compared to big agricultural 

companies. The position of the private sector in the recipient country can thus differ between the 

situation when they are involved in the projects themselves and situation where they are competitors. 

The most interesting position is maybe the position of existing biomass producers to participate in a 

DBI project in order to export their produced biomass to the Netherlands. In DBI projects, these are 

the firms or smallholders which are also directly involved in the project. Big agricultural companies 

cooperating in DBI projects usually have some degree of negotiation power since they provide the 

bulk and in some case all of the biomass output. Negotiation positions of local smallholders are 

usually a lot worse, since they are only one of many producers of the biomass. However, when they 

are part of smallholder organizations, their collective negotiation power will increase. When the 

companies in the developing countries choose to cooperate with the project, they also have expected 

outcomes. These depend on the situation and on the actors. Sometimes local farmers are skeptical 

about their involvement in DBI projects because of uncertainty or lack of knowledge they have about 

the (sometimes new) crops they will harvest (NL Agency, NL Energy and Climate Change, 2012), but 

when they cooperate their expected payoffs need to increase to let them make the decision to do so. 

                                                   
17 In this category there could also be overlap among actors; for instance firms from the recipient country which 

are contracted by applicants. 
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For local smallholders, expected outcomes and payoffs can range from better prices for their goods to 

side projects like the setup of medical facilities for communities or other investments in the 

community. Detrimental expected outcomes can be an increased dependence on non-controllable 

foreign actors. When the project suddenly stops, local smallholders usually have a big problem. For 

big agricultural companies in the recipient country, expected outcomes and payoffs tend to be more 

focused on monetary and economic results. Also, because of their mere size it can be expected that 

they are more likely to enforce better conditions to safeguard their output. Linkages are even trickier 

since they depend on the actors to a great extent. Smallholders usually do not have a lot of influence 

on their own, and will only have a better degree of influence when they act in groups or communities. 

These communities do in some cases have the collective power to decide to cooperate with certain 

projects or not. In this way, they have a certain degree of control over the project, but for a lot of 

aspects they are dependent on other parties. For instance, the certification and the market outlet are 

arranged by other parties, and the farmer organization can only pressure the other actors by 

threatening not to produce anymore, which could lead to serious problems among the individual 

shareholders. Their available information is usually related to information about the local 

environment, the community and the habits. In general, they have little information available about 

other actors or about contractual, legal and economic issues. This can lead to major information 

asymmetries. For big agricultural corporations, linkages are easier visible since they possess 

negotiation power, and they do not directly have to take individual smallholders into account when 

making decisions since they are one big agricultural firm. In this way, they have more control over 

the project and the situation, and also more information available since they might be able to enforce 

involvement in the organization of the DBI project. On the one hand, they will always have less 

information than applicants or contractors which can lead to information asymmetries, but on the 

other hand, they can also create information asymmetries from the bottom since they have much more 

information about the production process, local institutions and the cultural environment in which the 

project takes place. 
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Patterns of interaction 
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Figure 26: Patterns of interaction among actors in the DBI instrument 

In the figure of the patterns of interaction among actor in the DBI instrument as shown above, it can 

be observed which interactions are going on in the network. Some of these interactions have already 

been described in the text about the actors above, the most interesting interactions or actor positions 

are highlighted in this section. 

The most obvious observation which meets the eye is that there are four actors with a quite central 

position with regard to the interactions in this network; the applicants, the contractors, NL Agency 

and the certification agencies. These actors all have linkages to a relatively large amount of other 

actors. This makes their position in the network regarding information a quite powerful one, but this 

does not say anything about their true power in the projects. 

Asymmetry of information is a potential problem which can happen in actor interactions. Also, 

principal-agent relations could lead to trouble in actor interaction networks. These two aspects are 

emphasized in a couple of smaller parts of the network which are analyzed in the upcoming part of 

this section. 
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Figure 27: Policy implementation interactions of DBI 

 

Figure 27 depicts the interaction among the policy-making part of the interaction network. Other 

donor agencies have nothing to do with the national policy-making process, but do influence the other 

actors in the network through their actions.
18

 Principle-agent relationships could exist between the 

central government administration and the bureaucrats (NL Agency). The central government 

administration has the incentive to clearly show the benefits of development projects which they 

implement and stress the progress they reach with this. In the Dutch situation, this is also reflected by 

the focus on clarity of results and effects of development cooperation in policy documents such as the 

Basisbrief Ontwikkelingssamenwerking (Rosenthal, 2010). In development agencies there exists a 

pressure to spend the entire budget they have available for a specific instrument (Gibson, 2005). 

Unspent funds usually lead to politicians thinking that fewer budgets are needed, and as a result the 

development agency might be at risk of being cut in their budget the next year. This leads to 

incentives to ‘move the money’. They can affect outcomes of the instrument because also projects 

which would not be chosen to subsidize without this incentive are now subsidized and are likely to be 

more risky or have worse development results than other projects. 
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Figure 28: Project implementation interactions of DBI 

                                                   
18 The EU and other important international actors are no part of this interaction network, since their rules and 

regulations are regarded as environmental, as already argued in the part about the environmental aspects of DBI. 
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Figure 28 depicts the interactions among the actors which have to implement projects financed with 

the DBI program. Contractors and applicants are (potentially) connected to every other implementing 

actor. In the case where contractors (consultants) have existing connections to actors with which the 

applicants are not in contact, an information asymmetry might raise to the surface. Since consultants 

can be expected to seek long-term relationships with their boss, they will worry about their 

reputations and will try to please their employer. This leads to the situation that, if there exists 

information asymmetry, consultants have the incentive to provide information which the employer 

wants to hear. Also, they have incentives to maximize control and not pass it on to the beneficiaries, 

since those might not perform in the way that they want. This problem is biggest with non-physical 

results of projects (Gibson et al., 2005). Of course, at the DBI program, the biomass is the output and 

can be measured quite easily, as is the certification. But on the other hand, institutions created will 

matter to a great extent in reaching the final goals, and it should be guarded for that information 

asymmetry does not contribute to these kinds of problems.
19
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Figure 29: Project evaluation interactions of DBI 

In figure 29, interactions happening when projects are evaluated are emphasized. Apart from the 

problems caused by information asymmetry between NL Agency and applicants on the one hand and 

applicants and contractors on the other hand, there are also other potential problems in this interaction 

figure. Principal – agent relations exist in this figure. For instance, applicants have the incentive to ‘do 

the job’ but expending less effort or fewer resources to retain budgetary slack (Gibson, 2005). This is 

an example of principal – agent relations between applicants as the agent and NL Agency as the 

principal. Contacts with applicants are however quite close, and because all applicants are Dutch, 

contacts can be informal and close (Appendix X-2.4). This means that information asymmetry is 

likely to be higher between applicants and (local) contractors than between NL Agency and the 

applicants. 

                                                   
19 Information asymmetry-caused problems of this kind can also happen in the relationship between NL Agency 

and the applicant. Although this is not emphasized in this part of the text, these types of asymmetries might be 

much more prevalent since contractors can be expected to have more equivalent information as the applicant 

compared to the donor, NL Agency. 
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The same relation could exist between the Ministry of EL&I and NL Agency, as NL Agency is the 

appointed administrator of the program. The Ministry does have powerful ways of making sure that 

NL Agency does their job well, the most important of which is their power to choose a different 

administrator for future programs. (Appendix X-2.2) 

When monitoring projects, applicants or contractors almost always have much more information 

about the project than NL Agency, while the agency has to monitor the project. This leads to a 

situation where responsibility is shared by many actors, while it is unclear who can be accountable for 

it (Gibson, 2005). In the case of DBI, there also exists a high degree of information asymmetry. 

Bureaucrats from NL Agency very rarely have field trips to projects of DBI, so they remain relatively 

dependent on information provided to them from implementing organizations (Appendix X-2.4). 

Evaluative criteria 

As already discussed in the theoretical section of this report, evaluative criteria can have huge impact 

on the ways in which actors make decisions. As shown in figure 11 in Chapter 2, evaluative criteria 

most of the times consist of the ‘mix’ of different types of eight different criteria. The notion of ‘aid 

effectiveness’ is also a mix of these criteria, and it depends on the way in which ‘effectiveness’ is 

emphasized with which strength these criteria are represented in the evaluative criterion of 

effectiveness.
 
 

The evaluative criteria of the central government administration have been argued to have shifted 

more towards the ‘efficiency’ category. It could also be argued that they strive for more fiscal 

equivalence; wanting the local population to contribute to the benefits they get from the projects. 

They do so not by demanding direct payments from the local population, but in an indirect way by 

importing the produced goods (the biomass) to the Netherlands. Also, the obligation that the applicant 

is Dutch will serve the Dutch private sector well if projects succeed and prove to be profitable. This 

shift by the central government administration might lead to a different valuation of the results of the 

DBI program. They might emphasize (potential) successes of Dutch corporations more than they 

previously did, and the developmental targets of the program less than previously.
 20

 

The Ministry of EL&I and NL Agency will, at least for future programs, have to follow this shift of 

change in evaluative criteria of the central government administration. However, for already running 

programs like the DBI, the official criteria as applied by these two actors will not change. In their 

reports to each other and the central government though, other aspects such as resource efficiency 

                                                   
20 To make this discussion easier to grasp without turning pages back to figure 11 all the time, here a small 

reminder of the content of figure 11. 
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might gain in emphasis as they will want to inform the government about these aspects more because 

of the relative increase in importance for them.  

Applicants, contractors, purchasers of the produced biomass and certification agencies most 

likely will not experience a shift of evaluative criteria. Their main target is still to simply do their 

work well and get paid for it, and they will evaluate it with commercial targets in their head (with 

exception of the situation where NGOs are the applicants). Of course they often also care for 

development targets, but their main goal is to keep their business running and get paid for it. 

Emphasis in their cases will be on efficiency and sustainability. Some other evaluative criteria might 

also play a role, but they can be expected to be instrumental to those two. 

Other donor agencies will be interested in both the development targets since they often will want to 

reach a coherent policy with the Netherlands and in their position as compared to the Netherlands and 

NL Agency, since they are often ‘competing’. Their evaluative criteria will depend on their opinion 

about how development aid should be organized.  

The private sector in the recipient country will be most likely to be interested in reaching the 

targets for development. They will be most interested in the equity, sustainability, legitimacy and 

consistence with the moral values in their country. But of course, they other evaluative criteria will 

also play a major role. The shift of the Dutch central government administration to more emphasis on 

efficiency might lead to recipient actors putting more emphasis on exactly opposite issues. If the 

Dutch government is urging to make development aid more resource efficient, recipient actors will 

want to make sure that this will not be at the cost of their benefits from development aid; such as the 

equity or the sustainability. 

  



118 

 

  



119 

 

IX. IAD analysis of the DBM program 

Context 

The context of the DBM program consists of the international and national development cooperation 

‘environment’. Other important context-related issues are neoliberalism, climate change and 

sustainability. Actually, these aspects are the same for DBM as they are for DBI. For a discussion of 

these aspects, see the previous appendix about the DBI analysis. In this analysis, only differences 

from the DBI program are highlighted. A lot of aspects are similar or really comparable, and to 

prevent another lengthy discussion which would have the same content as the previous appendix it is 

more convenient and interesting to highlight the differences between these programs. This does not 

mean that the conclusions about the DBI and the DBM are the same. As is seen in the upcoming 

discussion, differences between these programs lead to conclusions which are different in very 

relevant ways. 

Physical and material conditions 

A relevant aspect which also has its implications for the physical and material conditions is that the 

biomass which the projects of the DBM program is going to produce (if any, since there are also 

research projects involved) is meant for the local or the international market. This is in contrast to the 

DBI fund, which focuses on biomass for the Dutch market (NL Agency, NL Energy and Climate 

Change, 2010b). Thus, biomass produces in the DBM fund could also be used for the Dutch market, 

but this is not an obligation and it gives the DBM program as such more flexibility, also with regard 

to the physical and material conditions, like the availability of good infrastructure and other pre-

existing physical conditions of the recipient country. This does not mean that DBM projects will have 

no problems with these issues, the not existing of the obligation to contribute to the provision of 

sustainable biomass for the Dutch market just gives them more flexibility in dealing with it. In 

practice, also DBM project can have major issues with infrastructure (Appendix X-4.4). 

Attributes of the community 

Between the DBM and the DBI programs, another relevant difference exists. For the DBM program, 

there were no specific limitations to the type of firms or organizations which could apply for the 

subsidy. In the second tender, at least one of the applicants which were part of the consortium had to 

originate from the recipient country of the project (NL Agency, Energy and Climate Change, 

2010b).
21

 This brings changes to the ‘community’ of firms would could apply for the subsidies in the 

DBM program. Arguably, projects taking place during the second tender of DBM have a better 

chance of being embedded in the developing country because of the obligation to have a firm from the 

recipient country in the consortium. Also, since in the DBI project scheme only Dutch firms could be 

the lead applicant, the competition among the firms applying for the DBM program will most likely 

be more tight. 

Relevant rules 

The RED directive of the EU is also a relevant rule for the DBM program, but because of the lack of 

focus on the Dutch market of the DBM program, this project scheme will probably have less direct 

effects on the import of biomass to the Netherlands to meet the RED criteria. But nevertheless the 

RED directive was the immediate cause for the Netherlands to start with the DBM as well as the DBI 

program. 

                                                   
21 Although it was not mandatory yet, during the first tender of DBM in every project there also was at least one 

(sub) applicant from the recipient country involved (NL Agency, NL Energy and Climate Change, 2011b) 
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The DBM program is arguably less dependent on the SDE subsidy scheme, because of the possibility 

to focus on the local recipient country or international biomass markets. (NL Agency, NL Energy and 

Climate Change, 2012; NL Agency, Ministry of Economic Affairs, Agriculture and Innovation, 2012) 

Other relevant rules which have effects on the DBM program are the MDGs of the United Nations 

and the Cramer Criteria (NL Agency, Ministry of Foreign Affairs, 2010). Like with the DBI analysis, 

local rules will modulate any predictions made in this analysis. 

Action Arena 

Actors 

This part of the analysis deals with the actors which are involved in the DBM fund; both directly and 

indirectly. 

The actors aligned to the DBM instrument which are analyzed are the central government 

administration of the Netherlands, the Ministry of Foreign Affairs, NL Agency, other donor agencies, 

applicants for the subsidy of DBM, contractors, certification agencies and the private sector in 

recipient countries.
22

 

The central government administration of the Netherlands 

The central government administration and their views are described in Chapter 2 to a great extent. 

Also, their position, expected outcome, payoffs, linkages, control and information with regard to 

sustainable biomass programs are described in the DBI analysis. These aspects are similar for the 

DBM program, also because the central government administration is not likely to spend a lot of 

attention to specific instruments. A difference here is that the DBM program most likely has a less 

direct expected outcome and payoffs for the Dutch government, because it does not focus on large-

scale biomass application and it neither focuses on the Dutch market (NL Agency, Energy and 

Climate Change, 2010b). Also, the fact that international firms and organizations can apply for a 

subsidy of DBM, this decreases the possibility for the Dutch private sector to profit from this subsidy 

scheme. Also, control by the central government administration is a bit less than with the DBI 

program, since adjustment of the SDE subsidy scheme for imported biomass might have less serious 

effects on the DBM program, since DBM can also focus on other markets. Information is provided to 

them by NL Agency, and the Ministry of Foreign Affairs, where DBM is part of the PREP program 

(Appendix X-2.2). 

The Ministry of Foreign Affairs (BuZa) 

The Ministry of Foreign Affairs is the budget provider for the DBM fund. Their position is that they 

bear responsibility for the program to the central government administration and they provide the 

funds for the program to the administrator of the instrument, NL Agency. For the Ministry of Foreign 

Affairs, the DBM Fund is part of the PREP program. Their expected outcomes, payoffs, linkages, 

control and information of the Ministry of Foreign Affairs are comparable to those of the Ministry of 

EL&I as described in the DBI analysis, even though the programs belong to different ministries 

                                                   
22 There also exist other actors which could be included in this analysis. Only actors which arguably play an 

important role in the DBM program have been included. For a brief discussion about other actors which could 
play roles, see the DBI analysis. In contrast to the DBI analysis, purchasers of imported biomass have not been 

included in the overview of DBM actors, since these actors do not play a prominent role in the DBM program, if 

any. The DBM program gives possibilities to focus on the local or international biomass market as well, as such 

reducing the power of purchasers of produced biomass in the Netherlands. Of course, purchasers of biomass will 

play a role also in international markets, but the DBI put emphasis on relative large-scale production of biomass. 

The DBM program lacks this emphasis, and this makes it in general less dependent on buyers. 
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(Appendix X-2.2). A small difference might be that the expected outcomes and payoffs of the DBM 

program are less geared towards the own interests of the Netherlands since the DBM program does 

not focus on the Dutch market for biomass. 

NL Agency 

The role of NL Agency for the DBM program is comparable to the role they have with the DBI 

program, with exception that the ministry which provides the funds for DBM is BuZa and not EL&I.  

NL Agency in cooperation with the Ministry of Foreign Affairs made sure that for the second tender 

of the DBM program, involvement of a firm or organization from the recipient country was 

mandatory in the applying consortium (Appendix X-2.4). For an overview of the situation of this 

actor, view the DBI analysis. 

Other donor agencies 

Other donor agencies are also involved in the PREP program of the Ministry of Foreign Affairs 

(Appendix X-2.2). This means that, with regard to the administration of programs in this PREP, donor 

agencies are competitors of each other. They compete for more ‘assignments’ in the future. They also 

are competitors with regard to the projects itself in the recipient countries. The remaining aspects of 

their situation are comparable to the one described in the DBI analysis. 

Applicants 

In the actor category of applicants there is a big difference between DBI and DBM. This is because 

applicants for the DBM program can be of any nationality, unlike DBI. Also, in the second tender it 

was mandatory that a firm or organization from the recipient country is a member of the applying 

consortium (NL Agency, NL Energy and Climate Change, 2010b). But, in practice, already in the first 

tender all of the projects had one fellow applicant in the consortium (NL Agency, NL Energy and 

Climate Change, 2011b). This leads to more competition for Dutch firms applying for the DBM, since 

there are more potential applicants. But, Dutch firms most likely still had benefits with regard to the 

application for this fund; at the very least in the communication, accessibility of the information about 

the fund and with their social networks. When there is competition among firms from a donor country 

and foreign firms for a specific subsidy, the private sector in the donor country usually has a 

comparative advantage to obtain this subsidy, because of information asymmetry and networks. In the 

first tender of the DBM project, this was arguably the case, but in the second tender this situation was 

a little bit different because of the obligation that a foreign firm was at least one of the applicants. The 

inclusion of a local firm or organization also means that the position of the consortium is more likely 

to be better embedded in the recipient country. Because of this embedding in the recipient countries, 

these types of firms or organizations would also be more likely to have the interests of the recipient 

country in mind (or at least a group of people in the recipient country). This changes the expected 

outcomes and payoffs for these actors. A lead applicant in the DBM fund responded in an interview 

conducted for this research that it is very important to make sure that the interests of all the applicants 

are represented in the project; all applicants have to be satisfied and at least a part of the project has to 

represent these interests. (Appendix X-4.4) The linkages and control of the applicants might not be 

very different from applicants in the DBI fund, but the information is likely to be better when there is 

a local applicant in the consortium. This will make sure that there is at least one actor with which 

communications are (hopefully) good, and this will reduce information asymmetry between applicants 

and the recipients. 
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Contractors 

Since contractors are such a heterogeneous group, it is not clear which effects the differences between 

the DBI and the DBM program will have for these applicants. This means that this part will suffice 

with a reference to the DBI analysis. 

Certification agencies 

Certification agencies play a smaller role in the DBM project. They are involved in some projects, but 

since the biomass does not have to be imported to the Netherlands, sometimes they are just not 

necessary. A project in Brazil which did have the ambition to show that it was possible to certify and 

import Brazilian ethanol to the Netherlands found a miller willing to participate in certification 

because he wanted to use it to improve his production process. The certification itself was not the 

biggest stimulus, and the biggest part of the Brazilian ethanol industries sees certification as nothing 

more than a hassle (Appendix X-4.4). Some other DBM projects do not include certification 

(Appendix X-4.2). For the situation of the certification agencies, this gives them a less powerful 

negotiation position, since they are not absolutely necessary.
23

 For the rest of the analysis of the 

certification agencies, view the part about the DBI analysis. 

The private sector in the recipient country 

An organization or a firm from the recipient country has to be part of the consortium in the second 

tender of the DBM program, so this category of actors becomes much more connected to the rest of 

the project by this. Another thing which is different in the situation of the private sector in the 

recipient country, is that they also have the possibility to sell the biomass on the local or international 

market, instead of being obliged to export it to the Netherlands. Firms in the developing country 

might buy the biomass, which would give them a much more central and powerful role in the project. 

Expected outcomes or payoffs of the project could now include the provision of biomass for the 

local market, or contributing to energy security of the home country of the firms or organizations 

participating in the project. On the other hand, information asymmetry among the applicants (between 

Dutch applicants and applicants from the recipient country) might be increased since the local firm is 

likely to have a better view on market situations and economic possibilities when the biomass is 

created for the local market. 

  

                                                   
23 Unless certification or import of the sustainably produced biomass to the Netherlands is one of the project 

aims, of course. 
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Patterns of interaction 

 

NL Agency

Applicants

Other donor 

agencies

Ministry of 

BuZa

Contractors

Central 

government 

administration

Private sector 

in the recipient 

country

Certification 

Agencies

 

Figure 30: Patterns of interaction among actors in the DBM instrument 

 

In the figure of the patterns of interaction among actor in the DBM instrument as shown above, it can 

be observed which interactions are going on in the network. Some of these interactions have already 

been described in the text about the actors above, the most interesting interactions or actor positions 

are highlighted in this section. 

The biggest difference in comparison with the DBI network is that the purchasers of the biomass are 

removed from the network, since they do not have to be an actor in the DBM network. And even if 

they are involved, their power and influence is minimized, since the commercial import of sustainable 

biomass to the Netherlands is not a target of the program. Another difference is that the certification 

agencies are provided with dashed lines to the other actors. This is because they do not have to be 

necessarily involved in the projects. If they are however, they will have an important position in the 

network. 

A difference which is not shown is that the applicants will be much closer to the private sector in the 

recipient country, and often overlap when one of the applicants from the consortium is part of this 

private sector. Just like with the DBI analysis, in the next part of this analysis small sections of this 

network which show important relationships among actors are highlighted. 
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Figure 31: Policy implementation interactions of DBM 

 

Figure 31 above depicts the interaction among the policy-making part of the interaction network. This 

was also shown in the DBI analysis, albeit with the Ministry of EL&I instead of BuZa now. A 

significant difference between the inclusion of one of the two ministries is that other donor agencies 

and NL Agency actively compete for the administration of programs in the PREP program of the 

Ministry of Foreign Affairs. This is also shown in an overview of the activities of the PREP. Other 

donor agencies like the World Bank and GIZ also administrate programs of the PREP. (Ministry of 

Foreign Affairs of the Netherlands, 2011) This may lead to more pressure for donor agencies and NL 

Agency, since they know that for future programs the Ministry of Foreign Affairs could easily choose 

one of their competitors when they do not function well. A difference between NL Agency and the 

other donor agencies is that NL Agency is also part of the Dutch public sector, so when something 

goes wrong in their projects, it would be rather settled internally than doing this ‘in public’ (Appendix 

X-2.2). 
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Figure 32: Project implementation interactions of DBM 

Figure 32 depicts the interactions among the actors which have to implement projects financed with 

the DBM program. Just like the DBI program, contractors and their ‘boss’, the applicants, can have a 

relationship with information asymmetries. Since these effects are highest with non-physical results of 

projects (Gibson et al., 2005), it can be expected that this problem is more severe with the DBM 

program than with the DBI program. Of course this also depends on the targets of the projects and the 

degree to which they are ‘physical’. But in general, imports of biomass are quite physical outcomes, 
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and the variety of project targets which are ‘non-physical’ of DBM projects makes this argumentation 

justified. This danger might be compensated by the applicants (especially in the second tender of 

DBM), which are assumed to be much closer to the beneficiaries on average. This might reduce 

information asymmetries between these local applicants and the contractors, but it could increase 

information asymmetries among the applicants themselves, if there is more than a single applicant 

active in the project. 

With regard to project evaluation interactions (figure 29 in the DBI analysis), not much changes with 

regard to potential principal - agent relationships and information asymmetries, other than the 

responsible ministry being BuZa instead of EL&I. Also, contacts between NL Agency and the 

applicants might be more difficult and distant, since applicants are sometimes from abroad. (Appendix 

X-2.4) This increases the possibility of information asymmetry between NL Agency and the 

applicants. 

Evaluative criteria 

With regard to evaluative criteria; what is true for the DBI program is also valid for the DBM. It 

should be emphasized however that the DBM corresponds less with a private sector-driven 

development aid approach, so new evaluative criteria of especially the central government 

administration might lead to a worse evaluation of DBM than will be the case with DBI. 
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