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CHAMPIONS of market forces are a glum lot these days, for the most 
part. But not Jacqueline Novogratz, a market-minded development 
expert. The current crisis in capitalism, she believes, strengthens her 
call for a sweeping change in how the world tackles poverty. “The 
financial system is broken, yes, but so too is the aid system,” she 
observes. In her view, “a moment of great innovation” could be at hand. 

In “The Blue Sweater”, her recently published autobiography, she 
describes her past frustrations working in such pillars of finance and 
development as Chase Manhattan bank, the African Development Bank 
and the Rockefeller Foundation. She found them bureaucratic, distant 
and condescending to those they sought to help. So in 2001 she set up 
Acumen Fund, a “social venture capital” outfit, to promote what she 
calls “patient capitalism”. Acumen is an odd mix of charity and 
traditional investment fund. It takes donations from philanthropists in 
the usual fashion, but then invests them in a businesslike way, by 
lending to or taking stakes in firms. The recipients—private ventures 
aiming for profits—must serve the poor in a way that brings broader 
social benefits. Acumen goes to great lengths to measure those benefits, 
and thus the efficiency of its work. 

Acumen’s charges are a diverse bunch. In India, Drishtee runs a 
network of internet kiosks in rural areas, while LifeSpring runs low-cost 
maternity hospitals. A to Z Textile Mills, a manufacturer of antimalarial 
bed nets, has grown to become one of Tanzania’s largest employers. 
Some ventures, including a Pakistani mortgage provider and an Indian 
pharmacy chain, have flopped. But many others manage to repay their 
loans (granted at below market rates) or generate dividends. Acumen 
reinvests its profits in other companies, thus stretching the initial 
donations further. 

The notion of applying business methods to philanthropy is 
attractive, but does it really work in practice? Acumen accepts that the 
use of performance indicators can provide a false sense of precision. 
After all, how can one prove beyond doubt that a water filter prevented 
a child from falling sick? But it is possible to use the results achieved by 
charities in the same field as a benchmark. Thus Acumen insists that A 
to Z’s bed nets must cost less than the $10 that Malaria No More, a big 
traditional American charity, says it spends delivering each one it gives 
away.  

Ms Novogratz thinks such measures help guard against the 
inefficiency and corruption that often afflict traditional aid efforts. On 
one of her first assignments abroad, she spent countless days poring 
over the books of a struggling Kenyan microfinance firm. When her 
findings pointed to mismanagement and cronyism, her detailed 
handwritten report mysteriously vanished and she was sent packing. She 
explains that Acumen uses measures, however imperfect, that “take the 
pulse of the patient” so that necessary strategic changes can be made on 
the fly rather than waiting for “a thorough autopsy” when a venture 
fails. 

Such pragmatism is typical of Ms Novogratz. “We’re not 
fundamentalist about anything,” she says. But it also points to another 
critique of Acumen. Its improvised approaches, sniff theorists, cannot 
be scaled up and are therefore not up to the task of tackling global 
poverty. At first blush there is something to this argument. After all, the 
fund has barely $35m in investments, a trivial sum compared with the 
billions of dollars spent by governments or big charities such as the 
Gates Foundation. 

Look closer, though, and there is reason to think that Acumen is 
punching above its weight. For one thing, its novel approach is fostering 
a proper debate among development experts about the role of market 
forces and accountability. Acumen has its admirers at big development 
agencies. This month Ms Novogratz was invited to address UNICEF, 
one of the biggest. Her firm runs highly coveted fellowship and 
mentoring schemes, and its alumni are spreading its ideas throughout 
the development field. The firm’s influence in poor countries is also 
bigger than it first appears. By leveraging Acumen’s funds to obtain 
other financing, recipients are able to magnify their impact. Even more 
important, perhaps, is the firm’s catalytic role in sparking 
entrepreneurship in developing countries. Acumen devotes much time 
and money to training local managers, rotating experts from the 
developed world through its recipient firms and disseminating 
successful ideas. 

Ms Novogratz hopes all this will help overcome cultural barriers 
that have held back business in some societies. She recalls how she 
advised a group of very poor women running a small, unprofitable 
bakery in Rwanda some years ago. She had to grapple with local social 
norms, such as the reluctance of its saleswomen to speak to strangers, 
but she ultimately succeeded in turning the business around. 
 
Open-handed but hard-nosed 
When Ms Novogratz returned to Rwanda years later, she discovered 
that the bakery had been wiped out by the country’s civil strife. Some of 
the seemingly inhibited women who had worked there had subsequently 
taken up machetes in the country’s genocide. Such unvarnished 
experiences of poverty point to the best reason to think Ms Novogratz 
may yet succeed. Unlike many in the development world, she does not 
romanticise poverty or patronise the poor. She puts a strong emphasis 
on consulting and listening to those she seeks to help. Her advocacy of 
market-based approaches is inspired not by ideology but the firm 
conviction that markets are the best “listening device” to ascertain the 
real needs and wants of poor consumers. 

Ms Novogratz dismisses those such as Jeffrey Sachs, an influential 
economist, who think that the bottom billion are too poor to be treated 
as consumers, and should sometimes receive handouts instead. “When 
Jeff Sachs says every poor person should receive a free bed net, I 
agree—but in reality many end up not receiving one,” she says. “And I 
don’t live in a world of shoulds.” 

 


