
 

 

 

 

 

 

 

  

  

  

Abstract of advisory report: 

 

Development through sustainable enterprise  

 

 

 (Ontwikkeling door duurzaam ondernemen, 2011/10) 

  

 

A mature private sector is a critical factor for countries wishing to take advantage of 

globalisation. Effective economic cooperation with developing countries should therefore focus 

on promoting local enterprise as the driver of sustainable growth and decent work, including 

the enabling environment. Through international corporate social responsibility Dutch 

companies can make a significant contribution to sustainable growth in developing countries, 

in close cooperation with the social partners and civil society organisations. Specific measures 

implemented within the context of development cooperation policy can increase the impact of 

this contribution. 

 

In this advisory report, the Social and Economic Council discusses these measures. It 

prepared the report in response to a request for advice from the Dutch Minister for European 

Affairs and International Cooperation, Mr Ben Knapen, dated 15 March 2011. 

 

Private sector as driver of sustainable growth and decent work 

Never before have countries been as closely tied to one another through trade and investment 

as they are today. This creates a common interest in a well-balanced world economy and 

properly functioning global system of trade.  

As economic flows to and from developing countries have increased, awareness has grown 

that development cooperation is not, by itself, the deciding factor in the fight against poverty. 

The impact of trade and investment relationships on economic development is considerably 

more significant. With an average of nine out of ten people in developing countries depending 

on the private sector for their income, a mature private sector is crucial if such countries are 

to take advantage of the opportunities offered by globalisation and rise out of poverty.  

 

Sustainable growth and economic independence are supported by promoting conditions in 

which the local private sector in developing countries serves as the driver of sustainable 

growth and decent work. Such an enabling environment includes the following: good 

governance and macro-economic stability; a sound physical and technological infrastructure; 

legal certainty (enforceability of contracts) and an effective system of taxation; sound labour 

and employment laws and proper enforcement of the same; the presence of qualified 

employees; access to social security; independent trade unions and employers’ associations; 

and a strong civil society. 

In addition, properly functioning markets and sustainable production chains are important 

because they encourage local and foreign enterprises and investors to become active in 

developing countries. The point is to make financing available, to appeal to investors, to 

introduce new techniques, and to pay particular attention to sustainable (people, planet, 

profit) production processes. 

 

Contribution of Dutch private actors 

The responsibility for strengthening the private sector in developing countries lies, first of all, 

with local enterprises, local authorities, and local private actors such as the social partners 

and civil society organisations. Dutch enterprises, the Dutch government and the Dutch social 

partners and civil society organisations can support local actors in this respect, however.  
The contribution that Dutch companies can make to sustainable growth and decent work in 

developing countries is channelled mainly through local enterprise in those countries. 

Nevertheless, by practising international corporate social responsibility (ICSR), Dutch 
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enterprises can also make a direct contribution to decent work, tax revenues, better goods 

and services, and technology and knowledge transfer. The contribution of enterprise to social 

security and self-reliance can be enhanced by looking more closely at the employment terms 

and conditions that multinational corporations offer their (sizeable) flexible pool of labour. 

 

Enterprises and civil society organisations differ considerably as to the relative importance 

that each ascribes to the positive and negative impact of Dutch enterprises on developing 

countries. The Social and Economic Council is therefore encouraged by the increasingly factual 

and objective assessment of enterprise’s development impact. Dutch enterprises can support 

this trend by devoting space in their ICSR reports to discussing the development impact of 

their company’s activities. 

 

Dutch enterprises can increase their development impact by entering into partnerships with 

civil society organisations. Four factors are important to a successful partnership: managing 

expectations; the division of roles between the partners; how dilemmas are tackled; and the 

degree of development impact. It is also important that local producers are able to utilise 

their increased know-how beyond the partnership. 

 

Strong social partners and a healthy social dialogue can support sustainable growth and 

decent work in developing countries. For example, they can help promote good governance, 

align social and economic objectives, and support decent work. A healthy social dialogue 

between independent and professional social partners makes it possible to limit the cost to 

society of reforms and to contribute to a fair distribution of the benefits of economic growth.  

Key requirements are: respect for the fundamental labour standards (such as freedom of 

association and collective bargaining) and the presence of independent, professional, and 

representative social partners. The Dutch social partners have long been active in supporting 

social partners and the social dialogue in developing countries. 

 

Role of development policy 

Dutch enterprises regularly enter into business relationships with developing countries without 

government being directly involved. There are nevertheless good reasons for government to 

use development policy to increase the development impact of enterprise. They include 

system failure, market failure, the high-risk profile of developing countries, and the limited 

knowledge and expertise of enterprise with respect to increasing its development impact. It 

must be stressed that such government measures should be temporary ones. Development 

partnerships must ultimately transition into normal economic trade alliances. 

  

The Social and Economic Council has identified a number of basic guidelines for using policy 

(and public funds) to increase the development impact of enterprise. Cooperation with Dutch 

private actors should make a visible contribution to private-sector growth in the developing 

country itself. It is important that activities should be demand-driven. The policy should also 

reflect Dutch expertise and be supplementary to market-driven activities. 

  

The Social and Economic Council also recommends generating synergies between public and 

private efforts without drawing up restrictive lists of countries, and the parties applying for 

funding should also be required to demonstrate such synergies. After all, international trade 

and production chains do not adhere to lists of countries. The most relevant factor is where – 

i.e. in which developing country – the private/public offerings of the private sector and the 

social partners can play a relevant role in fostering sustainable growth. 

 

The Social and Economic Council is pleased that the updated OECD Guidelines for 

Multinational Enterprises (2011) – which now include guidelines on supply chain management, 

due diligence (risk analysis), and human rights (Ruggie Framework) – incorporate the key 

elements of the Council/ICSR framework. The updated OECD Guidelines offer a frame of 

reference for improving the development impact of enterprise. For example, according to the 

Guidelines, enterprises should contribute to sustainable development, local capacity building, 

decent work, technology transfer, and the host country’s public finances (by paying taxes). 

The Council recommends enforcement of the updated OECD Guidelines within the context of 

existing policy as a strict criterion for awarding funding from the development cooperation 
budget. Compliance with the Council/ICSR framework would thus be compulsory for 

enterprises that wish to make use of such funding. This implies that the current funding 

criteria will also need to be streamlined. 
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The Council recommends that when government awards public funding from its development 

cooperation budget, it should actively monitor compliance with the entire set of OECD 

Guidelines. Vital factors in this respect are transparency by means of ICSR reporting, 

appropriate due diligence, and a low-threshold and effective complaints mechanism. 

The emphasis should be on proportional enforcement afterwards, and not on bureaucracy in 

advance. The Council recommends minimising the administrative burden of the development 

programs involving private enterprise. Effective monitoring does mean, however, that 

enterprises that fail to comply with the Guidelines should be subject to sanctions, and 

ultimately, for example, be forced to repay the funding they have received. The Council also 

advises making more information available about the OECD Guidelines, including the current 

grievance mechanism.  

 

Dutch enterprises in various sectors of trade and industry can make the most of their specific 

knowledge and skills by entering into long-term, bilateral partnerships with developing 

countries – together with knowledge institutions, government and civil society organisations – 

and by promoting economic activity based on their added value. That requires a bilateral 

instrument that will facilitate Dutch sectors in these efforts by offering them flexible financing 

conditions, specific economic diplomacy, and accumulated knowledge about international 

enterprise and development finance. The Council proposes exploring such bilateral 

instruments (water for development, agriculture for development, energy for development 

etc.) and earmarking funding to support them. 

 

The Council believes it is important to continue existing programmes aimed at improving the 

enabling environment (for example those set up by the social partners and institutions such 

as the FMO and the CBI) in a large number of developing countries by making sufficient 

funding available. The Council also advocates making additional funding available to stimulate 

key aspects of the enabling environment, for example legal certainty, a safe investment 

climate, an adequate tax system, good occupational training, an effective labour market 

policy, a proper labour inspectorate, and access to social security. 

 

In the Council’s view, the distribution of funding for development cooperation should reflect 

the fact that private actors are more actively involved. That would mean reserving more 

funding within the multilateral channel for the efforts of private actors. In terms of bilateral 

policy, it would mean a significant increase in funding for private-sector development, 

including support for an enabling environment and increasing the development impact of 

enterprise. 
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Main recommendations: 
Encourage the 
private sector in 
developing countries 

Enhance the position of local government so that the private sector 
becomes the driver of sustainable growth and decent work. Create 
instruments within bilateral development relationships in order to support 
local authorities in their efforts. 

Use development cooperation to catalyse investment in markets that have 
special development potential, for example the agricultural, energy and 
financial sectors, housing and infrastructure. 

Support local government in developing countries by introducing and 
enforcing ICSR standards locally. 

Consistently address issues of policy coherence, both in national policy and 

with respect to the EU and multilateral institutions. 

Improve coordination between donors in order to increase their impact on 
sustainable growth, based on each one’s added value. 

Increase the 
development impact 
of Dutch trade and 
industry 

Do not limit trade and industry programmes to a specific list of countries. 
Have applicants explain how their proposal will contribute to sustainable 
growth in the developing country in question and how it will generate 
synergies through activities involving various private and public actors. 

Enforce the updated OECD Guidelines as a strict criterion for awarding 
funding from the development cooperation budget. Ensure that the current 
funding criteria are streamlined. 

Actively enforce compliance with the OECD Guidelines. Emphasise 
proportional enforcement afterwards, and not bureaucracy in advance. 
Provide more information on the Guidelines, including the Dutch NCP’s 
current grievance mechanism. 

Make a consistent effort, in cooperation with the OECD, to create a level 
playing field for international enterprise by introducing comparable ICSR 
standards in emerging markets. With respect to procurement procedures 
involving multilateral development funding, advocate greater transparency 
in such procedures, capacity building for local procurement, and 
enforcement of ICSR requirements. 

Amend the Facility for Infrastructure Development (ORIO) on a number of 
points within the scope offered by the OECD Guidelines for international 
procurement and ensure that the long-term budget is increased. 

Develop a flexible set of instruments that support enterprises wishing to 
increase the development impact of their regular activities, additional to 
their regular investments.  

Promote monitoring and the systematic evaluation of partnerships 
between stakeholders in the Netherlands and developing countries. Such 
partnerships can themselves introduce improvements by means of peer 
reviews and exchanges of best practices.  

Enhance the role of embassies when it comes to the deployment of 
private-sector instruments by building their capacity to work with trade 
and industry and improve the enabling environment.  

Ensure that the distribution of funding for development cooperation 
reflects the fact that private actors are more actively involved.  

Promote strong social 
partners and a 

healthy social 
dialogue in 
developing countries 

Give fundamental labour standards and decent work a key place in 
bilateral relationships. Where possible, seek alignment with the ILO’s 

Decent Work Country programmes. 

Support independent, professional and representative trade unions, 
employers’ associations and organisations of producers in a large number 
of developing countries, for example by providing more support for 
relevant programmes run by the Dutch social partners. 

Involve the (local) social partners and cooperatives of producers in the 
relevant countries in projects carried out within the context of 
development cooperation instruments. 

Stress the importance of strong social partners and a healthy social 
dialogue in multilateral policy, with the Decent Work agenda providing a 
frame of reference. 
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