
German Development Co-operation 
Abstract of the Synthesis Report on the Evaluation  

“Public-Private Partnership Program of German 
Development Cooperation” 

General Assessment  
The synthesis report presented by the German Development Institute (DIE) is the last study 
within the framework of the evaluation of the new instrument of “Public Private Partnerships” 
(PPP) in German Development Cooperation initiated by the Federal Ministry of Economic 
Cooperation and Development (BMZ). The study combines strategic deliberations on the 
instrument with the results of seven country studies (Romania, Albania, China, Vietnam, 
Thailand, South Africa and Uganda). The strategic deliberations are based on a preparatory 
study by the Hamburg Institute of International Economics (HWWA), on the analysis of 
relevant documents and, to a considerable degree, on talks held by GDI staff with experts of 
the BMZ, of the implementing agencies involved, and of other relevant institutions. 

The PPP instrument1 has provided fresh impetus and ideas to German development co-
operation. It has generated innovative initiatives that can serve as models for bilateral 
development cooperation, it has intensified the dialogue with the private sector on develop-
ment issues, and mobilized additional funds for development tasks, even if it is not possible to 
state their volume precisely. Thus, PPP complements Germany's set of development 
instruments in a meaningful way, even though it cannot serve as a substitute for policy advice, 
institution-building or similar activities. 

However, the concept of PPP used so far has some deficits. The challenge now is to over-
come most of these deficits and yet to retain PPP as a flexible and innovative instrument.  In 
particular, the PPP concept should be integrated more closely into the procedures of bilateral 
development cooperation.  This could eliminate the basis for some of the main criticisms that 
have been voiced of the practical operation of the PPP Facility, which was established as a 
central special fund for small-scale activities.  However, such a step requires changes in the 
procedures of country programming. 

In order to intensify the dialogue with the private sector at home and to give development co-
operation a public profile as a partner of the private sector, it may be useful to permanently 
retain a central special fund alongside the steps just mentioned.  But unlike the PPP Facility of 
the past, such a fund should focus on more comprehensive strategic alliances with the private 
sector that are of a program nature and achieve greater structure-building impact. 

Both PPP activities within the scope of bilateral development cooperation and the special fund 
require improvements with regard to specific institutional, organizational and procedural 
aspects, for instance institutional incentive systems, the resources available to the country-
level units of development cooperation, information management, and the training of staff. 

Are Goals Being Reached? 
The PPP instrument pursues a large number of implicit and explicit goals. As most of these 
goals cannot be operationalized, it is not possible to review systematically, on the basis of 
measurable criteria, whether they have been reached.  This means that the evaluators can 
only give an assessment based on aspects of quality rather than quantity: 

1. The evaluation cannot answer the question whether PPP activities are more effective and 
more sustainable than traditional instruments of development cooperation.  There is a 

                                                 
1 The present study only looks at PPP activities that have been financed either from the PPP Facility or from the 

bilateral country budget.  BMZ also categorizes traditional investment financing from the German Investment 
and Development Company (DEG) as PPP, but this has not been covered by the study. 
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general trend in development cooperation towards interventions at the meso or macro level 
so as to achieve a structure-building and broad impact.  However, it is activities at the 
company level that are the strength of the PPP approach.  Such activities may well be a 
meaningful complement to development cooperation instruments that address other levels, 
but they cannot serve as a substitute for them.  The present evaluation did not undertake 
any comparison of the PPP instrument with traditional instruments of development 
cooperation that also address the micro level.  Moreover, the country studies did not yield 
any findings on the cost-benefit ratio of the PPP activities reviewed that would lend 
themselves to systematic comparison.  In most cases, the projects achieve their objec-
tives.  However, some activities were judged to have been deadweight effects and others, 
not to have been sustainable from a business point of view. 

2. Nor can the evaluation answer the question to what extent the mobilization of additional 
private capital has resulted in savings in public assistance provided through traditional 
development cooperation, as the degree of additionality – the proportion of private 
investment that would not have taken place without the advisory activities or the partial 
financing provided by development cooperation institutions – cannot be measured due to 
methodological problems.  Moreover, it is uncertain whether private investment is a full-
fledged substitute for funds from BMZ's budget (Departmental Budget 23) that are 
earmarked for specific development purposes.  In 2001, private investments made in the 
context of the PPP Facility amounted to €35.8 million. 

3. The PPP instrument has generated many innovative initiatives that can serve as models 
for bilateral development cooperation.  In that regard, the flexibility of the instrument has 
proven valuable, as it makes it possible to respond to companies' needs in designing the 
individual partnerships.  However, in the first two years the Facility's portfolio was still 
characterized by a large number of small-scale "project islands" of little structure-building 
impact.  But all implementing agencies have now become more selective in choosing 
projects.  This increases the activities' value as a model for bilateral development co-
operation. 

4. It is not possible to measure the extent to which PPP activities encourage businesses to 
pursue activities that are in line with development goals.  But it must be taken into account 
that the implementing organizations involved in the PPP Facility conduct negotiations with 
over 1,000 companies per year about the openings for adding development components to 
projects that are based on business considerations.  According to the implementing 
organizations, it is only in the course of this dialogue that many additional development 
components are initiated.  By and large, the German companies involved have stated that 
their experience has been positive.  However, the studies also point out that some of the 
companies have very little knowledge about the development purpose of the activity and 
regard it as a subsidy for their company. 

5. It was not possible to systematically review the question whether PPP has increased the 
German public's acceptance of development cooperation.  The development institutions 
commissioned with implementing the activities have reported increasing public accep-
tance.  On the other hand, talks with experts and the study of relevant publications showed 
that PPP is contentious in the development community, within BMZ, within the 
implementing organizations, and even in the private sector.  Reservations relate, in par-
ticular, to the risk of deadweight effects, the small-scale nature of the activities and the lack 
of participation on the part of the partner countries. 

6. Copying efficient private forms of organization within the sphere of development 
administration:  The dialogue with the private sector has encouraged BMZ and a number of 
implementing institutions to review traditional forms of administrative work.  

Assets of Integrating PPP into Bilateral Development Cooperation 
The evaluation has shown that PPP projects tend to be more significant and have a greater 
structure-building impact if they are generated on the basis of the priority areas of cooperation 
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with a given country.  The form of proceeding that the Facility had used initially – starting with 
a dialogue with (German or European) companies to identify general investment projects that 
are relevant for development and then integrating them ex post into the priority areas – usually 
results in isolated projects. 

If PPP activities were better integrated into the priority areas of bilateral development co-
operation, if they were funded from the individual country budgets and overseen by the rele-
vant BMZ regional divisions, it would be possible to address not only the significance problem 
but also other deficits of the previous Facility: 

1. Partners' openings for participation are increased, because PPP activities that are financed 
from bilateral development cooperation are subject to discussion at the government 
negotiations and must be formalized through an exchange of notes. 

2. Unlike the Facility, which is limited to EU companies, PPP activities that are part of bilateral 
development cooperation must necessarily have a neutral role with regard to competition, 
including vis-à-vis local and international competitors in the partner country. 

3. If the stated objective of achieving synergies between the individual activities in a given 
priority area is to be taken at face value, the country level staff will inevitably be in touch 
with the PPP projects.  This could reduce M&E workloads. 

4. Larger enterprises in particular are often more interested in the know-how of development 
institutions (such as knowledge about country-specific risks, experience with institution-
building and communication with target groups), in enhancing their own image and in 
gaining access to political decision-makers than in the public contribution to the project 
costs.  Integrating PPP activities in priority areas enables development institutions to bring 
these specific advantages and competencies more systematically to bear, thus making a 
name for themselves as partners (and not only financiers) of the private sector. 

Recommendations 

Options for the Future Operation of PPP 

For the period after the end of the second PPP phase in the first half of 2004, thought should 
be given to three options.  Options 1) and 2) are alternatives, option 3) could be chosen in 
addition to either 1) or 2). 

1. Abandon specific PPP funds.  PPP resources are added to the Technical and Financial 
Cooperation budget titles.  However, it is made mandatory for the regional divisions to 
examine systematically for every project whether it can be implemented as a PPP project 
or with a PPP component.  This would amount to the full integration of PPP as a cross-
cutting issue in bilateral development cooperation, which is why the evaluators consider it 
the best possible option.  However, it will only work if the political leadership makes it clear 
that the mainstreaming of PPP is a priority goal, if such mainstreaming is made operative 
through binding implementation requirements, and if there is monitoring of the degree to 
which objectives are reached. 

2. Transfer the resources from budget title 68711 to a fund for PPP activities located within 
BMZ's Directorate-General 2 (Regional and country-related development policy) or to 
separate funds for each regional division.  Compared to option 1), which would not ear-
mark the funds for a specific purpose, such regional funds would create a strong incentive 
for PPP activities. 

3. Keep a special Facility 68711 with new guidelines.  The evaluators recommend a fund in 
support of strategic alliances with the private sector under which the mode of resource 
allocation would be switched to a competitive procedure. 
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Integration of PPP in Bilateral Development Cooperation 

The integration of PPP in bilateral development cooperation requires that the procedures of 
country programming become more flexible.  In the process of concentrating development 
cooperation on a smaller number of partner countries and priority areas, the policy dialogue 
with the partner countries has been shifting increasingly from negotiations about individual 
projects towards sector dialogues.  In future, decisions about assistance should focus even 
more on sector objectives and should relate to a level above the project level.  That 
strengthens the development-policy dialogue and the significance of the activities.  The 
elimination of complex appraisals and consultations relating to individual projects reduces the 
workload of the regional divisions and of the implementing organizations.  The procedure 
could have the following design: 

1. BMZ and the partner country agree upon binding priority areas (or programs) with a clear 
definition of goals and indicators over a specified period. 

2. A sector dialogue is held on these priority areas which also includes discussions about the 
division of tasks between the public and private sectors and about the design of the con-
tributions made by German development cooperation.  Thought is given to the mix of 
instruments that will best achieve the desired goals, results and activities in the priority 
area in question. 

3. The priority areas are treated like "projects"; the financial requirements identified are 
broken down into Financial and Technical Cooperation. 

4. In parallel, the implementing organizations and the partner country pursue preparatory 
actions to operationalize the priority area through specific (possibly further) components. 

As long as such flexibility in the priority area dialogue has not yet been reached and commit-
ment authorizations still relate to individual projects, all offers for new projects and modification 
offers submitted should be reviewed systematically for contributions that can better be 
provided by the private sector, be it through PPP or through tendering them. 

Further Development of the Facility into a Special Fund in Support of Strategic Alliances with 
the Private Sector 

Some of the goals of the PPP instrument cannot be reached through bilateral development 
cooperation.  PPP has the purpose, among other things, to give development cooperation a 
strong profile as a partner of the German private sector, thus enhancing its acceptance in the 
German public; to sensitize enterprises to development issues; to take up, in a non-
bureaucratic and flexible manner, enterprises' ideas if they are promising from a development 
point of view; etc.  So there is certainly a case for keeping a centrally managed, flexibly usable 
special fund for activities by German or European enterprises.  However, in devising such a 
fund, the weaknesses of the Facility that have been identified, especially the problems related 
to the small-scale nature of the activities (such as lack of structure-building impact, low 
visibility, and insufficient possibilities for monitoring impact), should be avoided.  The fund that 
is proposed should thus have the following features: 

1. The number of activities is reduced, but the individual activities are supported with larger 
amounts and, in duly justified cases, they are designed to cover a longer period. 

2. As activities are chosen, preference is given to partnerships with a variety of players (not 
only enterprises but also, e.g., business associations, labor unions, NGOs) or with several 
enterprises that have similar interests (group formation, maybe with the inclusion of busi-
ness associations). 

3. Since the activities are larger-scale, systematic M&E is possible. 

4. The decision to provide support is taken in a two-step competitive procedure with a pre-
qualification phase for "outlines of ideas" and a qualification phase for detailed bids, of 
which some five to ten are supported per year. 
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This concept is based on experience with similar competitive processes in Germany's private-
sector promotion programs and in other European donors' development cooperation. 

Further Recommendations  

The evaluation also makes some specific recommendations regarding institutional, organiza-
tional, and procedural aspects.  They include: 

1. more binding guidelines from BMZ's top level and improved controlling; 

2. a reform of incentive systems in order for the implementing organizations to implement 
PPP as a cross-cutting task; 

3. improved resources for, and coordination of, the country-level units of development co-
operation; 

4. improvements in the processing and flow of information between BMZ and the imple-
menting organizations; 

5. improvements with regard to the calculation and assessment of the contributions to be 
made by the enterprises themselves; and 

6. training for German development cooperation staff so as to enable them to embark upon 
new tasks related to PPP.  

 

Bonn, January 2003 
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