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Summary

Within GTZ's evaluation system, 30 independent evaluations have been conducted in two
thematic priority areas each year since 2005. One of the two priority areas in 2007 was
private sector development (PSD). Fifteen (17) projects/programmes were evaluated:

= 5 (7) interim evaluations (Georgia, Morocco, Nepal, South-East Europe (Romania, Croa-
tia, Serbia), South Africa),

» 6 final evaluations (Benin, Bosnia and Herzegovina, El Salvador, Guatemala, Mongolia,
Southern African Development Community (SADC)),

= 4 ex-post evaluations (Kyrgyzstan, Peru, Tanzania, Thailand).

To promote learning from evaluations at GTZ, the Evaluation Unit commissioned a cross-
section evaluation. This gives an overall view of the results of the 17 individual evaluations,
identifies recurring strengths and weaknesses or factors of success and failure, and identifies
overarching lessons learned and recommendations. One focus is on assessing cross-cutting
development-policy issues such as poverty reduction and gender.

It must be borne in mind that the results of the independent evaluations are not completely
representative, due to the fact that (a) the sample is relatively small, (b) a certain degree of
subjectivity cannot be excluded and (c) the results do not cover the entire breadth of current
PSD products. Moreover, the changeover from the objectives-oriented project planning sys-
tem, with its focus on outputs, to the results-based AURA system (Development-policy
Framework for Contracts and Cooperation) made evaluation more difficult. Although this re-
stricts the possibility of drawing general conclusions from the analyses and assessments of
the independent evaluations, the cross-section evaluation results nevertheless offer impor-
tant indications of trends.

Assessment according to DAC criteria

Having received an average overall

rating of 2.7, 14 of the 17 evaluated )
projects/programmes are classed as Assessment - Number Proportion
successful. One project/programme very good (1) 1 6%
was rated 'very good, significantly good (2) 7 41%
better than expected’, seven others satisfactory (3) 6 35%
‘good, fully in line with expectations' unsatisfactory (4) 2 12%
and six 'satisfactory, falling short of inadequate (5) 1 6%
expectations'. Two  projects/pro- useless (6) - -
grammes received an overall.ratlng successful (1-3) 14 829
of 'unsatisfactory' and one of 'inade- ful (4-6 3 18%
quate'. None of the DAC criteria or unsuccessful (4-6) >
projects/programmes was rated in

Level 6, 'useless'.

In two cases, the project/programme was downgraded:® The unsuccessful pro-
jects/programmes lower the generally rather positive assessments. The various DAC criteria
of the individual projects/programmes are assessed as follows:

! A project or programme is only 'successful’ if the direct results (effectiveness), the indirect results
(impact) and the sustainability are rated as at least 'satisfactory'.
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[DAC criteria Relevance | Effective -| Impact |[Efficiency | Sustain - Total
ness ability
Average 1.8 2.6 2.8 2.7 2.8 2.7

Relevance refers to the extent to which the objectives of the development measure
match the needs of the target groups, the policies of the partner country and partner
institutions, the global development goals and the German Government's basic de-
velopment-policy orientation. (Are we doing the right thing?)

Ninety-four per cent of the development measures were rated successful, with an av-
erage rating of 1.8. Six projects/programmes were classed as very good, and nine re-
ceived the rating 2 (good).

Effectiveness is the extent to which the direct results (objectives) of the development
measure are being achieved (comparison of actual situation with targets). (Are we
achieving the objectives of the development measure?) The focus is on satisfying the
"results indicators" formulated when designing the project or programme (in the pro-
ject offer).

Ninety-four per cent, i.e. 16 out of 17 projects/programmes, were judged to have suc-
cessfully achieved their objectives (an average of 2.6). One project/programme was
rated very good, six were rated good and nine satisfactory.

Impact is the extent to which the project/programme is contributing to achieving the
intended overarching results. (Are we contributing to the achievement of overarching
development results?) However, since the majority of projects/programmes were de-
signed before AURA was introduced, and thus prior to 'managing for development re-
sults', reporting on the projects/programmes was not yet consistently geared to re-
sults.

Eighty-eight per cent or 15 of the 17 projects/programmes were classed as success-
ful. The average impact rating was 2.8. Only one project/programme was rated very
good, five were rated good, nine satisfactory. One project/programme received a rat-
ing of 4 and one a rating of 5.

Efficiency is a measure of the degree to which the resources invested in a develop-
ment measure are appropriate compared to the results achieved (cost-benefit ratio).
(Are the objectives being achieved cost-effectively?)

At 88% (15 out of the 17 projects/programmes), economic efficiency is good to satis-
factory (average rating 2.7). One project/programme was classed as very good,
seven as good, and another seven as satisfactory. Two were classed as unsatisfac-
tory (4).

Sustainability is a measure of the probability that the positive results of the develop-
ment measure will continue beyond the end of assistance. (Are the positive results
durable?)

(Very) good to satisfactory sustainability is attested for 88% or 15 of the 17 pro-
jects/programmes (average rating 2.8). One project/programme receives a rating of 1,
and four receive a rating of 2. A total of 10 projects/programmes are classed satisfac-
tory, and two as inadequate (4).

The overall results show fairly clear differences as regards the different types of evaluations.
All ongoing projects/programmes (interim evaluation) are rated 'successful’. Of the six final
evaluations, a total of five are seen as successful. One is rated 'unsatisfactory' and therefore
as not successful. Of the four ex-post evaluations, two projects/programmes are rated as
'satisfactory’, one as 'unsatisfactory' and one as 'inadequate’.
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Essential findings and conclusions

Technical assessment

Overall, the evaluation reports reveal hardly any deficits in terms of the PSD approaches and
instruments applied. The PSD toolbox is judged to be highly sophisticated and differentiated,
and has been continuously further developed.

In particular, the following conceptual and methodological elements are assessed as relevant
to the level of success achieved:

= capacity development is a central feature of the PSD projects/programmes.

= the holistic or multi-level approach of the PSD projects/programmes, especially the in-
creasing focus on the macro level, which provides better leverage

= the value-based approach, i.e. the combination of economic, social and ecological ob-
jectives and the contributions to good governance

= ownership by partners and alignment with national strategies
= a process-oriented approach

= the market orientation paired with the establishment of market mechanisms and ele-
ments of competition between service providers

= the promotion of lobbying by business chambers and associations

» standardised or specially prepared service packages (e.g. Competency based
economies through Formation of Enterprise (CEFE), Participatory Evaluation report of
Competitive Advantage (PACA), business and investment climate surveys).

Frequent changes in strategic approaches, however, have a negative influence.
Deficits were identified by the evaluation reports in three main areas:

(i) Poverty reduction and MDGs

Altogether, PSD projects/programmes tend to be geared mainly to structural poverty re-
duction. Most of the projects/programmes do not have sufficient target group differentia-
tion and are insufficiently based on poverty analyses. Their design and implementation
are not sufficiently geared to poverty reduction.

(i) Gender equality

Gender equality is still not adequately incorporated as a systematic component of the de-
sign, implementation and monitoring of PSD projects/programmes. In the few cases
where this is taken into account, the focus is more on specific measures — not sufficiently
integrated into the overall approach - to promote the economic participation of women.

(iif) Results and monitoring

With a few exceptions, results monitoring in the evaluated PSD projects/programmes is
inadequate. Although most projects/programmes have traceable and plausible results
chains for direct results, and complex monitoring systems have been developed in some
cases, most of them focus on inputs/outputs and less on the use of outputs (intermediate
outcomes) and results. The recording of the anticipated development results shows par-
ticular deficits. Problem areas are (i) diffuse results constellations and cause-and-effect
hypotheses, (ii) a lack of baseline data (differentiated target group analyses) and (iii) a
lack of pro-poor and gender-specific monitoring.

Recommendations
The recommendations of the cross-section evaluation focus on the identified deficits:

(1) "Doing the right thing": The correct assessment of the relevance of a pro-
ject/programme for the partner country and of the possible risks is central to its design.
This applies particularly to the assessment of the development-policy objectives of the
partner country with regard to alignment and to a realistic evaluation report of the im-
plementing partner's suitability and ownership. The relevance should be examined at
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regular intervals and always when project progress reviews are performed, in order to
make prompt adjustments and develop exit strategies.

(2) "Doing the right thing in the right way": This refers especially to the correct and context-
relevant use of instruments; the consideration of sociocultural aspects and of political,
economic and legal structures; a greater focus on specific themes in the approaches
adopted; the selection of business sectors, product lines and value chains based on
corresponding studies and with special attention paid to innovative sectors of industry;
concentration on just a few sectors and/or regions: adoption of a multi-level approach
including macro-level interventions if possible; and a diversified structure of implemen-
tation partners.

(3) Systematic mainstreaming of poverty reduction and gender equality is central to pro-
ject/programme design. It is necessary to conduct differentiated and participatory target
group analyses that also cover poverty and gender aspects, to gear development
measures to corresponding results and to mainstream poverty and gender orientation
into results monitoring. Closer cooperation is also recommended with the sector pro-
jects/programmes working in the fields of poverty and gender.

(4) The establishment and further development of the project's internal results monitoring
systems are of central significance. Using the GTZ guidelines, the aim is to establish a
uniform system that (i) describes the cause-and-effect hypotheses, (ii) ensures uniform
data collection, (iii) specifies how data are collected and used within the system, (iv) in-
volves partners in operating/maintaining the system and (v) defines milestones for any
required adjustments. The monitoring data should be used to steer the pro-
jects/programmes in a timely manner.

With regard to project steering by the responsible departments, it is particularly important to
avoid sudden changes in strategy and overall responsibility within the organisation, and to
guarantee quality assurance particularly in the areas where deficits were identified: poverty
reduction, gender equality and results monitoring.

In terms of steering by BMZ, it is vital to create suitable framework conditions for the
projects/programmes (e.g. via policy dialogue, donor coordination and harmonisation) and to
ensure planning security. This also includes avoiding if possible any changes with regard to
the project's allocation to a particular priority area, to the financial pledges and the time
frame.
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1. Introduction

1.1 Background, objectives and object of cross-sect ion evaluation

GTZ extended and optimised its evaluation system in 2005, the major innovation being the
introduction of independent evaluations (‘external evaluations’) on behalf of GTZ. The
Evaluation Unit commissions independent research institutes and consulting firms to conduct
these evaluations in order to review GTZ's work from an external perspective. These insti-
tutes and firms in turn contract the services of one international evaluator and one national
evaluator from the partner country in each case. Each year, GTZ commissions a total of 30
independent evaluations (interim, final and ex-post evaluations) in two thematic priority ar-
eas. In 2007, the priority areas were private sector development (PSD) and renewable
energies . Uniform evaluation criteria and a uniform assessment grid enable comparison of
the evaluations.

After the Evaluation Unit had examined and accepted the evaluation reports submitted by the
evaluators, it gave instructions for a cross-section or meta evaluation to be performed in the
priority area private sector development in April 2008. The cross-section evaluation serves to
promote institutional learning at GTZ and to report to the German Federal Ministry for Eco-
nomic Cooperation and Development (BMZ). The results contribute to knowledge manage-
ment at GTZ and can also be used for PR activities.

The object of this cross section evaluation is 15 (17) evaluation reports from 2007 on the
thematic priority area private sector development

- 5 (7) interim evaluations (Georgia, Morocco, Nepal, South-East Europe (Romania/
Croatia/Serbia), South Africa)

- 6 final evaluations (Benin, Bosnia and Herzegovina, El Salvador, Guatemala, Mongolia,
Southern African Development Community (SADC))

- 4 ex-post evaluations (Kyrgyzstan, Peru, Tanzania, Thailand)

The evaluations of the programmes in Romania, Croatia and Serbia were planned as serial
evaluations and were grouped together in a report on South-East Europe (SEE). The pro-
gramme in Romania was the object of 'normal' evaluation including a field mission. In the
case of the other two programmes (Croatia, Serbia) only a desk study was performed, i.e.
the evaluations are almost exclusively based on the evaluation of documents and telephone
interviews with people involved in the projects.

The present cross-section evaluation of independent evaluations is intended to process the
following aspects:

- an overall view of the results of the 17 individual evaluations

- identification of recurring strengths and weaknesses and factors determining success
and failure

- identification of overarching lessons learned and recommendations.

The Terms of Reference (ToR) in Annex 1 provide a detailed description of the tasks in-
volved.

10



Table 1: List of the 17 evaluated projects/programm
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es according to type of evaluation

Type of OVER- |Country Project/programme title
evaluation ALL
RATING
FINAL 3 Benin Small enterprise promotion
EVALUATION
2 Bosnia and Herzegovina | Economic Development and Employ-
(BiH) ment Promotion
3 El Salvador Economy Development and Job Crea-
tion (five components)
2 Guatemala Micro, Small and Medium Enterprises
Promotion (PROMOCAP) (three compo-
nents)
4 Mongolia Small and Medium-Sized Enterprise
Promotion
3 SADC Advisory Services for Private Business
INTERIM 2 Georgia Private Sector Development
EVALUATION
2 Morocco Improvement of the international com-
petitiveness of the Moroccan economy
2 Nepal Nepalese-German Integrated Economic
Promotion
1 Romania Promotion of the Private Sector and
Employment
3 Croatia Economic Development and Employ-
ment Promotion
2 Serbia Promotion of the Private Sector and
Employment
2 South Africa Strengthening Local Governance; Local
Economic Development component
EX-POST 5 Kyrgyzstan Export and investment promotion
EVALUATION
3 Peru Promotion of Small and Medium-Sized
Enterprises in Selected Regions
4 Tanzania Strengthening Self-help Organisations in
the Informal Economy
3 Thailand Small-scale Industry Promotion Project

(SSIPP)

Wherever this report refers to sections of the evaluation reports, it states the country, or in
the case of SADC and SEE, the region. The paragraph symbol (8) is used to refer to
numbered passages, which all the evaluation reports include, with the exception of the text
on Bosnia and Herzegovina.

1.2

For the reader's guidance

The present cross-section evaluation is based on the 15 reports that were written on the
above-named 17 projects and programmes in 2007 by independent international evaluators,
together with local evaluators. This cross-section evaluation was prepared according to the
structure prescribed in the ToR and the list of questions it contains (cf. Annex 1). This struc-
ture has so far applied to all cross-section evaluations. The text also follows the example of
good practice given by the cross-section evaluation presented in 2007 (cf. Bodemer).

11
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The evaluators assessed the projects/programmes (Chapter 3) on the basis of the five crite-
ria specified by OECD/DAC, (i) relevance, (ii) effectiveness, (iii) impact, (iv) efficiency and (v)
sustainability, using a preestablished assessment grid.> The aim is to ensure objectivity and
comparability. However, the sample of 17 projects/programmes is relatively small, so a very
good or very poor rating strongly affects the average.

Although the independent evaluators are required to have both evaluation expertise and the
required sectoral expertise, a certain degree of subjectivity cannot be excluded when assess-
ing the development measures. Even independent evaluators base their activities on their
own personal experience and frame of reference. Training of evaluators and the provision of
background documentation are important steps to prevent corresponding deviations and en-
able better comparison of the evaluation results. Nevertheless, the aspect of subjectivity can
never be completely ruled out. Apart from the three programmes in SEE, each project or
programme was evaluated by different evaluators. The benchmarks applied and the under-
standing of what exactly is to be assessed vary considerably. In some of the documents the
author of this cross-section evaluation is not always able to follow the reasoning behind both
positive and negative assessments. However, due to the limited informative scope of the
presented documents (mainly, the 17 evaluation reports and offers), the author cannot exam-
ine all assessments in detail either. Nor is it part of her brief to do so. In the following, there-
fore, only the widest deviations or largest plausibility gaps are pointed out.

Moreover, the results of the independent evaluations are not completely representative, not
just because of their small number. A selection of the projects/programmes to be evaluated
cannot really cover the entire breadth of the current products in a given sector. More recent
themes of PSD, such as the business enabling environment (BEE), environmentally sound
management or improvement of labour conditions, were either not represented at all, or only
to a very limited extent, in the range of products of the evaluated projects/programmes.® The
evaluators were therefore unable to cover these areas to any significant extent.

Another factor that made evaluation more difficult was the fact that there had been a change
in planning and reporting systems during the term of the projects/programmes. From August
2002, objectives-oriented project planning (ZOPP) was replaced by 'managing for develop-
ment results' in connection with the new Development-policy Framework for Contracts and
Cooperation (AURA) for technical cooperation.” Not until 2003 did all new offers have to be
prepared according to the new AURA format. The offers and reports on the pro-
jects/programmes in Kyrgyzstan, Peru, SADC, Tanzania and Thailand are still based on the
old approach, which means that reporting is not yet systematically geared to results. The
evaluators did not always succeed in transferring the ZOPP terminology to an appropriate
AURA format and corresponding results chains.

However, all other evaluated projects and programmes were based on previous measures
that were planned according to the ZOPP method and using the corresponding terminology.
The two projects/programmes in Bosnia and Herzegovina and Georgia, whose evaluations
were entirely based on documents in compliance with AURA, already had corresponding
forerunners. Although the evaluations of the projects and programmes in Benin, Romania, El
Salvador, Guatemala, Croatia, Morocco, Mongolia, Nepal, Serbia and South Africa were al-
ready based on AURA-compliant documents (offers and reports), earlier phases had been
planned according to the ZOPP procedure. Despite the aim that the overall objective and the
relevant indicators should apply to the entire term of a project/programme, the previous

2 Cf. Guidelines for Evaluating the Success of Projects and Programmes in Annex 2 and the general ToR for
independent evaluations (interim, final and ex-post evaluations) dated May 2007 and the ToR of the individual
evaluation reports

® For an up-to-date overview of the range of PSD products and the priority area Sustainable Economic Develop-
ment, see the reader by Kusel, Maenner, Meissner on the social and ecological market economy in Asia dated
May 2008.

* This was one of several reform stages undertaken at BMZ and GTZ to align technical cooperation more strongly
with results and their provability.

12
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phases had not always been adequately incorporated into the AURA offers. One example is
the project in Nepal. For the purposes of evaluation, however, the last AURA offer also
counted as the current offer for the overall term, and was thus used as a basis for assess-
ment.

Altogether, the results of the independent evaluations are not completely representative due
to the fact that (a) the sample is relatively small, (b) a certain degree of subjectivity cannot be
excluded and (c) the results do not cover the entire breadth of current PSD products. More-
over, the changeover from one planning system to another (ZOPP to AURA) made evalua-
tion more difficult. Although this restricts the possibility of drawing general conclusions from
the analyses and assessments of the independent evaluations , the cross-section evaluation
results nevertheless offer important indications of trends.

2.  Objectives and activity areas

This section presents a summary of the 17 projects/programmes, their context, the core
problem, the methodological approach, target groups and intermediaries. The information is
taken from the evaluation reports and/or offers.

1. Benin: Small enterprise promotion, final evaluat  ion
Term 01/1998-01/2007, nine years, total German contribution: EUR 5,240,742

Despite the recognisable will to political reorientation, economic policy reforms in Benin are
making only slow progress. There is a shortfall of specific promotion policies and ap-
proaches, and private business operators still lack the expertise and organisation to enter
into dialogue with governmental and municipal authorities or to provide the urgently required
services. Private business operators continue to struggle with unfavourable framework condi-
tions and cannot expand the performance capacity of their businesses. Their interests re-
main neglected and private-sector potential remains untapped (core problem). The project
has the following objective: "Private business operators play an active role in creating a more
favourable economic framework and directly improve the working conditions and economic
situation of their businesses"”. The initial methodological approach was process-oriented (Ac-
tion Recherche). It mainly supported organisations of private business operators in improving
their range of services and developing mechanisms to competently represent private-sector
concerns at municipal and national level. Target groups were tradespeople and their em-
ployees, and entrepreneurs at small and medium-sized businesses in urban and rural areas,
particularly in the sectors of tailoring, hairdressing, the media, carpentry and food processing.
For the last three years two additional target groups have been identified: private providers of
training, advisory and other services to promote the private sector, and tradespeople active
within local business cycles. Intermediaries are (i) employees of the Ministry for Culture,
Crafts and Tourism and the Ministry for Industry, Trade and Employment Promotion, includ-
ing their decentralised services, (ii) mayors, municipal councillors and the employees re-
sponsible for business promotion in the municipalities and (iii) representatives of the national
arts and crafts association in Benin, its regional representatives and their member associa-
tions.

13
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2. Bosnia and Herzegovina (BiH): Programme of Econo  mic Development and Em-
ployment Promotion, final evaluation

Planned term 01/2003-12/2007, five years, EUR 5,500,000, total German contribution:
EUR 2,908,600, Swiss contribution: EUR 1,500,000

Despite international support, the economy in Bosnia and Herzegovina (BiH) has been slow
to develop since the end of the civil war. The main reasons at macro level are the political,
administrative and economic division of the country and regulations that usually do more to
hamper than promote economic activities. At micro level, another factor is that many enter-
prises are losing their market position and competitiveness under the growing pressure of
competition. After the deep recession due to civil war and transition there has been no sus-
tainable economic growth in Bosnia and Herzegovina so far and unemployment is very high
as a result (core problem). The overall objective is: "Private enterprises in selected industries
harness growth and development opportunities and contribute to improving employment
prospects; sustained support is given to mobilising the entrepreneurial potential in the Banja
Luka and Tuzla region". The programme consists of five components: 1) promotion of light
industry (particularly garment and footwear manufacturers) in BiH and on foreign markets, 2)
raising local value added and developing the wood and furniture market, 3) establishing new
supply relations in the motor vehicle parts industry and metal processing, 4) promotion of
tourism, 5) intersectoral advice in a priority region (Banja Luka/Tuzla). The development ap-
proach has adopted a complex procedure involving lead enterprises, institutions and the
government, with assistance given to industries with discernible prospects of recovery (light
industry), where key regional industries are emerging (wood/furniture), that are of employ-
ment-policy relevance (tourism) or technological importance (motor vehicle parts suppliers).
In these industries, cooperation is developed step by step between enterprises and their
subcontractors and/or customers, chambers, associations, technical colleges and universi-
ties, business service providers, test laboratories, banks and government agencies. The tar-
get groups of the programme are start-ups, owners and employees mainly of small and me-
dium-sized private companies in manufacturing industries (garment and footwear manufac-
turers, furniture and woodworking industry, metal processing) and the service sector. The
programme benefits those working in sectors where jobs were previously at risk and new
jobs are being created. Intermediaries are managers and experts of self-help business or-
ganisations, economic promotion institutions, educational institutions and local experts who
are trained by the programme as management consultants, start-up trainers and economic
promotion experts. The target groups and intermediaries include women, who derive equita-
ble benefit from the programme.

3. El Salvador: Programme for Economy Developmenta  nd Job Creation (five compo-
nents), final evaluation

Planned term 04/2002-03/2008, six years, total German contribution: EUR 14,000,000

The Government of El Salvador is endeavouring to secure a place for itself amid global com-
petition. This transition process, which started more than 10 years ago, has not yet met with
the intended success, despite in-depth reforms and extensive support from donors. The
country's major problems still include unemployment, underemployment and poverty, com-
bined with high population growth. Small and medium-sized enterprises (SMESs) in particular
are not prepared for international competition (core problem). The overall objective of the
programme is: "Selected governmental and private institutions use tried-and-tested, effective
instruments to promote the economy and employment in a systemic manner at regional and
national level". This objective is to be achieved via the following five components: (1) busi-
ness sectors, clusters, product chains; (2) local/regional economic development; (3) youth
employment; (4) consumer protection and (5) policy dialogue. One focus is on implementing
the concept of systemic competitiveness at the level of local economic development and em-
ployment promotion in the La Paz region, as a model for other regional economic develop-
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ment approaches. The programme applies a multi-level approach and provides support for
vertical and horizontal integration of the various public and private sector actors within a mul-
tiple partner structure. Complementing the regional approach, the programme is geared to
growth sectors identified together with the Salvadorian Government (processing of agricul-
tural produce, fishing, crafts and local tourism). The target groups of the programme are en-
trepreneurs and start-ups in selected value chains with development potential and their or-
ganisations, as well as production cooperatives and other self-help organisations, with spe-
cial emphasis on women and young people and on employees and job seekers, especially
poor population groups, youth and young adults of both genders aged up to 25 from selected
urban and rural poverty areas. The intermediaries include representatives of the relevant
sector ministries (ministries of economics, agriculture, education and labour), actors from the
association promoting local and regional economic and employment development in the La
Paz region, the Secretariat for Youth, the consumer protection associations, non-
governmental organisations and other professional institutions.

4. Georgia: Private Sector Development, interim eva  luation

Planned term 01/2005-12/2012, eight years, total German contribution: EUR 4,300,000
plus an open orientation phase from 06/2003 — 12/2004, one and a half years

Political upheaval in Georgia after 1990 led to dramatic economic decline. Economic rela-
tions with the former Soviet Union collapsed after the dissolution of the Council for Mutual
Economic Assistance (COMECON); this, the withdrawal of subsidies and the economic tran-
sition process all led to a slump in the business sector as a whole. The economic decline has
still not been reversed. Small and medium-sized companies remain relatively uncompetitive.
The core problem of the programme is that Georgia does not have a suitable institutional
environment in the private and public sector that could assume responsibility for planning
and implementing support for sustainable development. Hardly any suitable implementation
instruments are available to promote the systemic competitiveness of micro, small and me-
dium-sized enterprises (MSMESs) and significantly increase employment. The overall objec-
tive of the programme is: "The services offered by private and public institutions that promote
micro, small and medium-sized enterprises meet the needs of these enterprises and are in
growing demand". From a methodological viewpoint, the programme is geared to systemic
competitiveness. Based on this approach, the programme focuses on developing business
services and improving cooperation between the state and the private sector, with the aim of
improving the distribution of roles between the public and private sectors in order to develop
and implement advisory services for MSMEs in Georgia. Target groups are employees and
owners of MSMEs, including start-ups and potential employees without secure, permanent or
skilled employment, and low-income households and job seekers of both genders. Interme-
diaries are the managers and experts at public and private institutions with a mandate to
manage, regulate and promote private sector business environments, business services and
the investment climate, as well as shareholders and managers of MSMEs.
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5. Guatemala: Micro, Small and Medium Enterprises P romotion Programme (three
components), final evaluation

Term 11/1997-12/2007, 10 years and two months, total German contribution: EUR 5,600,000

The programme started one year after the peace treaties were signed (1996), at the end of a
phase of economic growth that held until 1998. From then to 2003, the economy slowed
down and did not recover until early 2004. Macroeconomic stability contributed to this posi-
tive economic development. Owing to the prevailing socioeconomic inequality, the majority of
the population had hardly any share in this economic growth. Poverty is widespread and af-
fects the indigenous and rural population most severely. Moreover, 70% of the working age
population is under 25. Individual entrepreneurial potential and the competitiveness of
MSMEs are not sufficiently developed to create more employment and income. The overall
objective of the programme is: "Budding entrepreneurs and businesses with development
potential in selected economic sectors have improved their competitiveness on the job mar-
ket and on the services and commodities markets". The programme's outputs are geared to
the principle of systemic development of private-sector competitiveness. The programme
provides coordinated and complementary outputs at several levels. For the micro level, the
range of advisory and financial services of providers to MSMEs is tailored to the latter's de-
mands and the training offered to young people is geared towards integrating them into the
world of work and business. At meso level, business chambers and private-sector associa-
tions, non-governmental organisations (NGOs) and financial institutions are supported so
that they can fully and independently assume their function as service providers for MSMEs.
Public and private educational institutions and NGOs are provided with teaching and learning
methods and modules on entrepreneurial activity. At macro level, government bodies are
directly advised on how to improve the framework conditions for MSMEs. Target groups are
budding entrepreneurs, especially young people and MSMEs with development potential in
the formal and informal sector, and employees of these businesses in the selected economic
regions. Given that women and members of indigenous groups are economically and socially
disadvantaged, special attention is paid to ensuring that they have access to the services of
the programme and its partners. Intermediaries are decision-makers at the sector, regional
and municipal policy levels, service institutions (including public institutions, parastatal institu-
tions, business organisations (business chambers, associations), private-sector service
companies, providers of microfinance services, NGOSs).

6. Kyrgyzstan: Export and investment promotion, ex- post evaluation
Term 01/2000-12/2002, three years, total German contribution: EUR 1,790,000

The central problem was the general lack of experience among Kyrgyz enterprises in devel-
oping and implementing export and investment opportunities, combined with an unfavourable
administrative and institutional environment. The project objective was: "The international
and regional economic relations of private Kyrgyz companies are intensified". This covered
four fields of activity: one at the political or macro level, one to promote associations (meso
level) and two at the entrepreneurial or micro level. Activities at macro level mainly con-
cerned the investment focus of the overall project, whereas the meso level centred on ex-
ports. Textiles, cashmere and medicinal herbs were the chosen sectors. Target groups were
private Kyrgyz companies in the processing and service sectors that already exported their
products or showed export potential. The intended intermediaries were managers and ex-
perts at various state agencies and associations, including the Kyrgyz foreign investment
agency, the Ministry of External Trade and Industry, and the Kyrgyz Chamber of Commerce
and Industry, as well as the business associations being set up.

7. Croatia: Economic Development and Employment Pro  motion, interim evaluation
Planned term 01/2005 — 12/2009, five years, total German contribution: EUR 2,650,000

Croatia has been associated with the European Union since mid-2004 and has the status of
an accession country. This entails a comprehensive and vigorous reform programme in the
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spheres of policy and the economy. While overall economic recovery in recent years was
supported by double-digit growth rates in coastal tourism, there are rising economic and so-
cial disparities between coastal districts and marginalised inland locations, some of which
were severely damaged during the war. Unemployment and migration are especially high in
these regions. Cumbersome bureaucratic procedures, high costs, low productivity, inade-
gquate quality and low innovation potential hamper the competitiveness of goods and services
in local, regional and international markets. The services offered by economic promotion in-
stitutions are neither sufficiently demand-driven nor efficient enough to help improve the
competitiveness of SMEs (core problem). The overall objective of the programme is: "The
competitiveness of small and medium-sized enterprises (SMES) in selected sectors and re-
gions is improved". The programme supports the lead executing agency and implementing
organisations in setting up market economy-oriented structures for SME promotion, and in
introducing innovative promotion concepts and instruments for Croatia. The programme
comprises the following four components: 1) wood competence centre, 2) sustainable tour-
ism in structurally weak regions, 3) energy efficiency and 4) cross-sectoral/supraregional
SME promotion (e.g. setting up a consultancy market, cluster development, framework con-
ditions for SMEs). Target groups are managers, employees and SME start-ups in selected
business sectors, especially in structurally weak, poor regions such as Eastern Slavonia.
Women and in some cases young people are given special consideration through promotion
of the tourism industry. Particular attention is paid to those in the workforce whose jobs are
being secured or for whom new jobs are being generated. Intermediaries (probably about
50% women) are decision-makers and experts from politics and administration at central,
regional and local level, in public institutions such as technical colleges, business centres,
business chambers and chambers of trade, tourism agencies and non-governmental organi-
sations (NGOs), as well as private service providers (consultants).

8. Morocco: Improvement of the international compet itiveness of the Moroccan
economy, interim evaluation

Planned term 11/1999-12/2010, 11 years and two months, anticipated total contribution:
EUR 13,000,000

The liberalisation of trade with Europe and the signature of further free trade agreements
give the Moroccan economy improved access to the European market and modern tech-
nologies, but also mean growing competition. Small and medium-sized enterprises (SMES) in
particular are poorly equipped to face such competition (core problem). Though the Moroc-
can Government has in past years announced a modernisation policy to achieve the required
level of competitiveness, it has not yet presented a coherent programme and until recently
only implemented a limited number of measures. The project mainly aims to improve the
competitiveness of Moroccan SMEs via advisory and other services provided by professional
intermediary organisations. The overall objective is therefore: "The international competitive-
ness of Moroccan companies has improved". The project focuses its measures on the meso
level. The range of services and networking capacity of selected associations is to be en-
hanced. In the second implementation phase, the project will concentrate mainly on in-
novation, the environment and gender, areas which have so far been neglected by the mod-
ernisation process and to which German technical cooperation can contribute special experi-
ence. The target group consists of Moroccan SMEs with economic development potential
and their employees. The intermediaries are business associations, larger companies and
consultancy firms as well as employees of the lead executing agency (ministry) and the Na-
tional Agency for Promoting Small and Medium-sized Enterprises (ANPME). Both at entre-
preneur and employee level, Moroccan industry continues to be dominated by men. The first
women entrepreneurs' association was formed in 2002.
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9. Mongolia: Small and Medium-Sized Enterprise Prom  otion, final evaluation

Term 10/1998-03/2007, eight years and six months, total German contribution: EUR
6,202,000

Political upheaval in Mongolia after 1990 initially led to dramatic economic decline in the
country. Economic relations with the former Soviet Union collapsed after the dissolution of
the Council for Mutual Economic Assistance (COMECON); this and the withdrawal of subsi-
dies led to a decline in activities in the business sector as a whole. Small and medium-sized
enterprises (SMESs) are not very competitive on the local or international markets (core prob-
lem). The overall objective of the project Small and Medium-Sized Enterprise Promotion,
Mongolia is: "The competence centres in the timber, construction, printing, leather,
wool/cashmere and tourism industries improve the services they offer to SMEs". The pro-
ject’'s main methodological element consists in assisting the competence centres in develop-
ing a needs-oriented range of services in the timber, construction, printing, leather,
wool/cashmere and tourism industries for SMEs. It also supports government institutions in
improving the framework conditions and developing promotion strategies for SMEs. Target
groups are owners and employees of SMEs in the timber, construction, leather, wool and
printing industries and the tourism service sector, and male and female job seekers. Inter-
mediaries are experts and managers at state institutions, especially the Trade Supervisory
Office and the vocational training methodology centre, and employees at the six sector-
specific competence centres.

10. Peru: Promotion of Small and Medium-Sized Enter prises (SME) in Selected Re-
gions, ex-post evaluation

Term 10/1997-09/2003, six years, total German contribution: EUR 3,900,000

Although the initiated economic reforms showed the first signs of success in the early 1990s,
they coincided with a time of political crisis triggered by the attack on the democratic institu-
tions as well as the authoritarian rule of President Fujimori, who had been elected for a sec-
ond term. In 2000 he was forced from office by popular protest. Until then, the SMEs had not
been able to benefit from economic and political stability. The project was intended to help
tackle the following central problem: most of Peru's SMEs, especially those outside the eco-
nomic centres, have not yet undergone the necessary adjustment processes to successfully
face competition and the change in economic structures. To support internal change proc-
esses, they particularly need an improved range of business services. The objective of the
project was therefore: "Small and medium-sized companies in priority sectors of the selected
regions improve their corporate management and productivity, become increasingly organ-
ised within business chambers and fall back on the latter's integral and sustainable services".
Methodologically, the project focused on three areas to achieve SME promotion: (a) an im-
provement in demand-oriented business services, i.e. changes at micro level, (b) institutional
strengthening of the business chambers as the executing agencies for such services, i.e.
impetus at meso level, and (c) improvement and formalisation of coordination and coopera-
tion instruments between the major actors at regional and national level. The project thus
applied the systemic competitiveness approach. Its target group consisted of the owners,
management and workforce of SMEs in the priority sectors: agroindustry (leather, milk, as-
paragus, timber and other agricultural products) and tourism, in the selected regions. The
intermediaries are managers and experts at the Ministry of Industry (MITINCI). The imple-
menting organisations are the chambers of trade and industry in the respective regions.

11. Romania: Promotion of the Private Sector and E  mployment Programme, interim
evaluation

Planned term 01/2003—-03/2009, six years and three months, total German contribution:
EUR 14,000,000

At the start of this programme, Romania was in the final phase of the almost 10-year process
of rapprochement with the European Union (EU), which it joined in January 2007. In recent
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years, a dynamically growing middle class has emerged in Romania. There is still a lack of
adequate economic and technology development structures and company-oriented promo-
tion measures that would enable companies, especially small and medium-sized ones, to
make sufficient use of development and growth potential (core problem). The overall objec-
tive of the programme is: "Effective promotion structures and instruments improve the devel-
opment and growth opportunities in selected areas of the private sector". The programme
has four components: 1. cross-sectoral and supraregional economic development; 2. re-
gional economic development; 3. business-sector oriented economic development and 4. TC
coordination. The programme pursues an integrated approach that is evolved at annual
planning discussions, which includes the micro level (companies), the meso level (enabling
environment for SMESs), and the macro level (government, municipalities). Target groups are
mainly managers and experts at meso and macro level. The institutions involved include self-
help business organisations, economic promotion institutions, educational institutions, minist-
ries, downstream authorities of the central government and regional and municipal authori-
ties. Intermediaries are managers and experts at the Ministry of Economy and Finance and
other governmental agencies (business chambers, associations, educational institutions) as
well as self-employed business consultants, economic promotion experts and experts from
the districts and municipalities involved.

12. Serbia: Promotion of the Private Sector and Emp  loyment Programme,
interim evaluation

Planned term: 09/2003-12/2010, seven years and four months, total German contribution:
EUR 2,650,000

After years of being under a trade embargo that delayed transition, the Serbian economy is
faced with the challenge of integrating into a globalised market. At present, Serbian compa-
nies are finding it difficult to assert themselves against competition from imported goods, let
alone harness new markets. They have so far derived little benefit from trade liberalisation
(EU, Central European Free Trade Agreement). At the same time, unemployment is rising.
The Serbian Government is therefore placing greater emphasis on the economic dynamism
and employment effect of small and medium-sized companies (SMEs). The core problem is
that small and medium-sized private Serbian companies are not very competitive. The over-
all objective of the programme is: "The competitiveness of small and medium-sized compa-
nies in selected business sectors and regions is improved". Methodologically, the programme
is based on integrated promotion measures applied at several levels (companies, institutions,
government and municipalities, regions and the central state). It works with a diversified im-
plementing structure (governmental and private institutions, business chambers and associa-
tions). This comprises conceptual elements of (i) local and regional economic development,
(ii) business sector development including associations and clusters and, to a limited extent,
the (iii) creation of a favourable business and investment climate. Additionally, special assis-
tance is given to female entrepreneurs (e.g. with setting up networks) and to female and
young employees (such as via the selection of business sectors). Target groups are start-
ups, owners, managers and employees of small and medium-sized enterprises with growth
and employment potential. The enterprises concerned are both SMEs according to the EU
definition, i.e. those with up to 250 employees, and larger owner-run companies. Among the
targeted workforce, jobs are being secured, new jobs are being generated and income is
increasing. Women are taken into account among the target groups via the selection of busi-
ness sectors. Intermediaries are the providers of business-oriented services and self-
employed management consultants. About half of the intermediaries are women. Young
people are involved both in the target groups (software industry) and the intermediaries.
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13. Nepal: Nepalese-German Integrated Economic Prom  otion, interim evaluation

Planned term 11/1998-12/2007, nine years and two months, total German contribution:
EUR 5,888,000

The persisting socioeconomic deficits such as low income, low productivity, ethnic tensions
and poor governance are considered the main reasons for Nepal's current political crisis. The
central problems are a lack of vertical integration of the business sectors, shortfalls in the
provision of services and lobbying by business chambers and associations, and the inade-
guate access to financial services in rural regions. The overall objective of the project is: "The
competitiveness of at least five business sectors and at least five regions is improved, cham-
bers of trade and industry are strengthened and positive effects on income and employment
are achieved, bearing in mind the prevailing framework conditions". This is to be achieved via
the promotion and support of (a) relevant value chains, (b) local business development initia-
tives and (c) business organisations. Target groups are entrepreneurs in micro, small and
medium-sized enterprises (MSMES) in the formal and informal sectors and their employees,
and agricultural businesses that produce and market surpluses. Sectors with a high propor-
tion of female employees are given special consideration. Intermediaries are decision-
makers at the level of sectoral and regional policy, service institutions (including parastatal
institutions), private service providers, business organisations and civil-society representa-
tives (elected representatives of business chambers and associations).

14. Southern African Development Community (SADC): Advisory Services for Private
Business, final evaluation

Term 1/1996-03/2007, 11 years and three months, total German contribution:
EUR 6,000,000

Core elements of SADC's development are the expansion of regional trade and the imple-
mentation of a joint development strategy with a strong economic dimension. This integration
project focuses on private sector companies. They are the ones who have to flesh out the
new framework and tap the emerging potentials if integration is to be economically success-
ful and viable. The SADC is characterised by enormous disparities, not just as regards the
economic weight of the individual member states, but also due to the distribution of income,
the degree of industrialisation and the technological development level. Whereas the individ-
ual SMEs in the previous project countries all experience similar problems that extend to
almost all their internal functions, the framework conditions in these countries are different.
The central problem addressed by the project is that national self-help organisations (SHOS)
in the private sector lack the strength to provide services for their members and to represent
their interests successfully vis-a-vis their respective governments and the SADC Secretariat.
The project objective is: "Selected private-sector organisations make a tangible contribution
to the regional promotion of trade and investment, especially for SMEs in the SADC region".
A project with this orientation (multiple executing agency structure in several countries, or-
ganisational development as the advisory approach, cooperation with other donors) can only
produce the desired results by following a very flexible and open approach. The target group
of the project are owners and managers of companies, especially small and medium-sized
firms, in the private sector in Namibia, Malawi, Zambia and Zimbabwe, and in all SADC
countries in the case of the two to three selected industries. Intermediaries are the elected
representatives of the member companies and managers and experts in the SHOs of the
project countries or the SADC umbrella association of the business chambers (ASCCI) and
the supraregional industry associations.
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15. South Africa: Strengthening Local Governance Pr  ogramme: Business Develop-
ment Services (BDS) and Local Economic Development (LED) component, interim
evaluation

Planned term 11/2002-02/2010, eight years and four months, total German contribution:
EUR 5,300,000

The Business Development Services (BDS) and Local Economic Development (LED) Project
began in South Africa in November 2002, and was originally planned as the core element of
the sectoral priority area 'Economic Development'. However, this priority area was aban-
doned the same year in the context of South African-German government negotiations. Be-
sides the development of a BDS market, emphasis was mainly placed on local economic
development (LED). The project was integrated into the sectoral priority area 'Local self-
government and development'. In the second phase, the formerly independent project was
additionally integrated as one of five components in the Strengthening Local Governance
programme. This was based on the following situation. Since the demise of apartheid, fun-
damental administrative reform in South Africa has allocated essential tasks to municipalities
in the fields of social, economic and democratic development. However, the municipalities do
not have sufficient capacities to shape good governance, especially in the area of strategic
and cooperative development and investment planning, the provision of socioeconomic ser-
vices, integrated economic development and citizen participation (core problem). The original
objective of the project was: "Growth-oriented SMEs increasingly take advantage of com-
mercially offered, business-related services". Owing to the conceptual changes, a second
objective was formulated that referred to the joint commitment of public and private partners
for local economic development. In the current programme, the relevant component objective
3 is: "Local economic development is planned and implemented in the context of participa-
tory and competition-oriented cooperation between the municipality, the private sector and
civil society". Methodologically, the programme is based both on the local and regional eco-
nomic development approach (LRED) and on the BDS market approach for service provi-
sion. The target group of the programme is the population of South African municipalities
with special focus on the inhabitants of the priority regions. Intermediaries are experts and
managers at partner ministries and governmental authorities at national, provincial and dis-
trict level, administrative experts and officials in the municipalities and their national associa-
tion (SALGA), and national NGOs, private and public service providers and further institu-
tions that support municipal development.

16. Tanzania: Strengthening Self-help Organisations in the Informal Economy,
ex-post evaluation

Term 09/1991-04/2002, 10 years and eight months, total German contribution:
EUR 5,465,000

Tanzania's private industrial sector is dominated by micro and small businesses that account
for about one third of GDP. The urban micro/small business sector shows the highest growth
rates of approx. 12% per year. In Dar es Salaam alone, the number of micro and small busi-
nesses is estimated at between 500,000 and 600,000. The relatively low thresholds for en-
trance into this sector, especially trade and services, enable even poor population groups to
find short-term employment and income. The economic potential of this sector is largely ig-
nored by politicians, or at best seen as providing short-term employment opportunities for
poor population groups. At the same time, growth in the small and micro business sector is
accompanied by many conflicts with the local authorities for which no regulation mechanisms
exist. The industrial development organisation SIDO cannot sufficiently fulfil its mandate ow-
ing to a multitude of factors. The range of services for the micro and small business sector is
inadequate both in terms of quality and quantity; the articulation and representation of inter-
ests in the sector is poor and the trade promotion institution SIDO is insufficiently able to of-
fer demand-driven services effectively and efficiently (central problem). The project objective
is: "Micro and small business operators benefit from improved services provided by SIDO
and other cooperation partners". The target groups of the project are micro and small entre-
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preneurs in all trades. Tradespeople networked within self-help organisations (SHOs) consti-
tute a special target group. SHOs are voluntary associations of micro and small entrepre-
neurs that provide services based on reciprocity and self-funding. The programme works
mainly via SIDO's regional offices and also offers the SHO approach to other organisations
and institutions that support grassroots organisations, for instance.

17. Thailand: Small-scale Industry Promotion Projec  t (SSIPP), ex-post evaluation
Term 1/1997-12/2003, seven years, total German contribution: EUR 5,000,000

Following the Ministry of Industry's change of policy direction, and based on experience with
previous projects, this project was redesigned and a modification offer drawn up. The central
problem is that entrepreneurial potential is insufficiently tapped in the regions outside the
industrial centres and the greater Bangkok area. The project objective is: "More and increas-
ingly competent entrepreneurs and managers establish companies and manage them suc-
cessfully". The project's conceptual and methodological approach is based on the new part-
nership for economic and social development between the state and the private sector, and
the efforts to equitably distribute economic activities and employment opportunities, particu-
larly in the regions outside the greater Bangkok area. This was to be done using a mix of
proven training instruments (CEFE) and advisory approaches for companies, as well as in-
struments for policy and organisational development. In the final phase, the LRED approach
was also introduced. Target groups were potential and active entrepreneurs, small business
operators in the processing sector and providers of industrial services. The lead executing
agency was the Ministry of Industry, and the implementing institution was the Department for
Industrial Promotion (DIP), which was flanked by selected Industrial Promotion Centers (IPC)
as regional authorities at implementation level (intermediaries).

3.  Assessment according to DAC criteria

The evaluations were assessed according to the five criteria established by the OECD's
Development Assistance Committee (DAC), (i) relevance, (ii) effectiveness, (iii) impact, (iv)
efficiency and (v) sustainability, using a preestablished assessment grid (cf. Box 1). For the
final overall rating, a decision is taken and substantiated for each criterion whether, in the
specific context of the individual project or programme, it is 'especially important’ (3),
'important’ (2) or 'less important’ (1). The aim of this procedure is to ensure objectivity and
comparability. Annexes 3 and 4 provide an overview of the evaluation.

Box 1: Assessment grid

Level 1: very good rating, significantly better than expected

Level 2: good rating, fully in line with expectations, no significant defects

Level 3: satisfactory rating, falling short of expectations but with positive results dominant

Level 4: unsatisfactory rating, significantly below expectations, and negative results dominate despite
identifiable positive results

Level 5: clearly inadequate rating: despite several positive partial results, the negative results clearly dominate

Level 6: the project/programme is useless, or the situation has deteriorated on balance

Source: Guidelines on Evaluating the Success of Projects and Programmes, GTZ, as at 12 March 2007, p. 9
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3.1 Relevance

Relevance refers to the extent to which the objectives of the development measure match
the needs of the target groups, the policies of the partner country and partner institutions, the
global development goals and the German Government's basic development-policy orienta-
tion. The overarching question is: Are we doing the right thing?

Figure 1: Distribution of the relevance rating (N=1  7)

Distribution of the relevance rating, average 1.8
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Ninety-four percent of the development measures met the development requirements of the
partner country, the international donor community and the German Government. The aver-
age relevance rating was 1.8, which was given an average weighting of 2. The relevance of
six of the projects/programmes (Georgia, Morocco, Mongolia, Romania, Serbia and South
Africa) was even rated as 1, i.e. 'very good'. Nine projects/programmes (Benin, Bosnia and
Herzegovina, El Salvador, Guatemala, Nepal, Peru, Croatia, SADC and Thailand) received
the rating 2 (good).

The relevance of the development measure in Kyrgyzstan (rating 4, weighting 2) was rated
as 'unsatisfactory'. The evaluation report on Kyrgyzstan is very critical but the assessment is
verifiably justified (cf. Kyrgyzstan 8§ 28-38). The main reason given for this negative rating is
the selection of unsuitable sub-sectors and branches - (i) the textiles sub-sector, which re-
ceived no support from the government; (ii) the processing of medicinal herbs, usually pur-
sued as a sideline by companies; (iii) the cotton sub-sector, which was characterised by non-
transparent ownership and decision-making structures; and (iv) cashmere production, which
was previously unknown in Kyrgyzstan. A further factor mentioned is the lack of correspond-
ing feasibility studies to give efficient support to the business sub-sectors in question.

The example of Tanzania (rating 3, weighting 3) should also be mentioned in this context. Its
relevance was classed as 'satisfactory’ and was weighted 'especially important’. The evalua-
tion report contains the critical comment that the project design was so revolutionary that the
partner could no longer follow it. This concerned the self-organisation of the informal sector
and the attempt to improve the framework conditions by means of political interventions. The
team of evaluators took an extremely critical view of support for the informal sector (cf. § 71
ff.). Since they believe this sector has very limited capacity for modernisation and growth,
they doubt that this is the right point of entry for economic growth and poverty reduction. It
should be noted that in the context of the project in Tanzania, the term '‘informal sector'
mainly refers to micro business and crafts. By the same standard, the target groups of sev-
eral other projects could also be classed as belonging to the ‘informal sector’, such as the
tradespeople promoted by the similarly evaluated project in Benin. The approaches applied
to the self-organisation or self-help capability and political empowerment of these previously
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largely neglected groups were considered extremely innovative® in the mid-1990s. Besides
the content-related controversy regarding the informal sector, this also raises the following
guestion: Are development measures allowed to assume a pioneering role and introduce
innovative approaches even if the implementing partners do not (yet) recognise their rele-
vance or fear possible structural upheaval in consequence? Or should the question rather be
whether and how the partners can be adequately introduced to new themes, also with regard
to capacity development, multi-stakeholder dialogue etc., and involved in project/programme
design?

In the final evaluation in Guatemala, the relevance was considered ‘'less important' (1) in rela-
tion to the other criteria. Similarly, in the interim evaluation in Romania in the final phase of a
project, the relevance was considered less important than at the start of the project. The
weighting of 3 (especially important) in the case of Tanzania is justified by the fact that sup-
port for the informal sector should be examined particularly in terms of the relevance and
sustainability criteria (cf. Tanzania § 110).

Altogether, based on the existing evaluation reports, it may be concluded that the relevance
of a project/programme essentially depends on:

(1) the degree of compliance between the project/programme design and the devel-
opment policy orientation (alignment) and its implementation by the partner gov-
ernment or implementing partners (positive examples: South Africa, Morocco; ne-
gative examples: Guatemala, Thailand)

(i) the selection and knowledge of the promoted sectors, product groups etc. (posi-
tive examples: Romania, Bosnia and Herzegovina; negative example: Kyrgyzstan)

(iir) the knowledge/analysis of the target groups , particularly if poverty is also to be
reduced or disadvantaged target groups (women, castes, youth etc.) are to be in-
cluded (cf. Sections 4.1 and 4.2)

(iv) the continuity or discontinuity of German development p olicy and the resulting
changes (positive examples: Romania, Bosnia and Herzegovina, negative examples:
El Salvador, South Africa)

(V) the suitability of adjustments to international themes or trends (positive exam-
ples: South Africa, Morocco; negative examples: Tanzania, Benin).

3.2 Effectiveness

Effectiveness is seen as the extent to which the direct results (objectives) of the development
measure are being achieved (comparison of actual situation with targets). The overarching
question is: Are we achieving the objectives of the development measure? or Are we
doing the right thing in the right way? The focus is on satisfying the "results indicators”
formulated when designing the project or programme (offer).

Ninety-four percent, i.e. 16 of 17 projects/programmes, were judged to have successfully
achieved their objectives. The average rating of effectiveness was 2.6, which was given an
average weighting of 2. One programme (Bosnia and Herzegovina) was rated as 'very good'
(1). Six projects/programmes (Guatemala, Nepal, Romania, Croatia, Serbia, South Africa)
were rated 'good' (2), and nine (Benin, El Salvador, Georgia, Morocco, Mongolia, Peru,
SADC, Tanzania and Thailand) were classed as 'satisfactory’ (3).

The 'very good' effectiveness rating of the programme in Bosnia and Herzegovina is justified
by the fact that this overshot the overall objectives indicators defined in the offer well before
the end of the programme term in all areas. In addition to the formulated programme objec-
tives, five public-private partnership (PPP) projects were initiated, advised and monitored
within the PPP Facility/Study and Expert Fund (SEF).

> As the discussion stood at that time: Promotion of small/micro business in sub-Saharan African countries, 1994,
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Figure 2: Distribution of the effectiveness rating (N=17)

Distribution of the effectiveness rating, average 2 .6
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Only the project in Kyrgyzstan was clearly classed as ‘inadequate’ (5). This is explained by
the fact that none of the established objectives according to the defined indicators was
achieved, and therefore no possible directly attributable results were either. The following
individual points were criticised: (i) the national project staff did not have the professional
qualifications for their tasks, such as advisory services at macro level; (ii) some of the asso-
ciations were fully subsidised; (iii) some of the existing export contracts were lost again; (iv)
none of the supported companies developed successful cooperation approaches; (v) the
majority of promotion measures in the newly identified export sectors did not lead to any fur-
ther results (cf. Kyrgyzstan § 39-46).

The effectiveness of 15 projects/programmes was weighted as 'important’ (2). The only dif-
ference in weighting was in the case of the ex-post evaluation in Peru. In this, the effective-
ness is classed as less important (1) because four years after the end of the project, ques-
tions of effectiveness would play a subordinate role from a development-policy viewpoint (cf.
Peru § 73). In the case of the final evaluation in Guatemala, however, the effectiveness crite-
rion was weighted 'very important' (3) because, according to the evaluator, the most impor-
tant thing for a final evaluation is to establish the extent to which the direct results of the pro-
ject/programme were achieved (cf. Guatemala § 87).

In all, it was concluded that the degree of achievement of direct results, apart from the sum
of framework conditions that cannot be influenced, depends on:

(1) correct assessment of the relevance of the project/  programme in the partner
context (policy, implementing partners, sector of industry, target groups) and, linked
to this, an appropriate and realistic formulation of the project/programme objectives
(results indicators) (positive examples: South Africa, Morocco; negative examples:
Guatemala, Thailand)

(i) continuity in terms of staff, policy and strategy o n the partner side — e.g. gov-
ernment, authorities, implementing organisations (negative examples: Georgia, Gua-
temala, El Salvador)

(i) ownership by the implementing partners (positive examples: BiH, Romania, negative
examples: Mongolia, Tanzania, SADC)

(iv) the solidity of planning and implementation:

> realistic objectives or realistic formulation of in dicators with regard to the antici-
pated direct results
> feasibility, based on analyses/studies/pilot measures on the intended fields of inter-

vention, implementing organisations, sectors/products and target groups (positive ex-
amples: South Africa, Morocco, negative examples: Kyrgyzstan, Mongolia)
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> the appropriateness of the time frame in which capacity development, organisati-
onal development and complex advisory projects/programmes can be implemented
(positive examples: BiH, Romania, Morocco, negative examples: El Salvador, Tanza-

nia)

> the regional and sectoral/content-related concentration in relation to the available
funds (positive examples: Morocco, Romania, BiH, negative examples: El Salvador,
Guatemala)

(v) the management and steering of the project/programme:

> the timely provision of an appropriate number of competent staff (international und
national) (negative examples: Kyrgyzstan, Morocco)

> the professionalism or social skills of the staff (positive examples: BiH, Morocco,
Romania, negative examples: Benin, Tanzania, SADC)

> the suitable mixture of continuity and flexibility to support the building of new

structures, monitor institutional change and anchor new instruments (positive exam-
ples: South Africa, negative examples: Benin, Guatemala, Mongolia).

3.3 Impact

Impact is the extent to which the project/programme is contributing to achieving the intended
overarching results and to which other indirect results occur. The overarching question is:
Are we contributing to the achievement of overarchi ng development results? It must
be recalled that the majority of the projects and programmes were originally designed before
AURA was introduced and thus prior to 'managing for development results'.® Reporting on
the projects/programmes was therefore not yet consistently geared to results. At the same
time, this underlines the importance of results chains and their plausibility with regard to the
intended development-policy objectives.

Eighty-eight percent or 15 of the 17 projects/programmes were classed as successful. The
average impact rating was 2.8, and this received an average weighting of 2.2. Altogether, the
assessments of this criterion were more differentiated and critical than those of the two pre-
viously mentioned DAC criteria. It was pointed out more frequently, for instance, that pro-
jects/programmes fell short of expectations.

Figure 3: Distribution of the impact rating (N=17)

Distribution of the impact rating, average 2.8
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® Some evaluators had problems transferring the objectives and results of the former offer formats into consistent
results chains. Direct and indirect results were frequently confused.
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Only the indirect results of the project in Bosnia and Herzegovina were classed 'very good'
(1). Five projects/programmes (Benin, Georgia, Guatemala, Romania, Serbia) were rated
'‘good' (2). 'Satisfactory' indirect results were established in nine projects/programmes (El
Salvador, Morocco, Mongolia, Nepal, Peru, Croatia, SADC, South Africa, Thailand). That
means the impact fell short of expectations, although the positive results were clearly domi-
nant. One project/programme (Tanzania) was classed as having an 'unsatisfactory result' (4)
and one (Kyrgyzstan) as having a ‘clearly inadequate result' (5).

The weighting was also more differentiated than for the two aforementioned DAC criteria, i.e.
the impact of one project/programme (Kyrgyzstan) was rated as 'less important' (1), and as
'important (2) in 12 projects/programmes (Georgia, Guatemala, Morocco, Mongolia, Nepal,
Romania, Croatia, Serbia, SADC, South Africa, Tanzania, Thailand). The impact was classed
as 'very important' (3) in four projects/programmes (Benin, Bosnia and Herzegovina, El Sal-
vador, Peru).

The 'very good' rating of indirect results in the case of Bosnia and Herzegovina is explained
as follows: on the one hand by economic results like (i) the direct and indirect creation of jobs
and income, (ii) the additional tax and foreign currency income, (iii) the poverty reduction
among marginalised groups and (iv) the better satisfaction of basic needs (cf. BiH p. 29ff.).
Further factors are sociocultural results such as the contribution (i) to local ownership, (ii) to
human capacity building and (iii) to a change in values (cf. BiH, p. 32f.). Beyond this, the es-
tablishment of civil-society associations, pluralistic formation of will, equal opportunities for
both sexes, the prevention of ethnic conflict (equal participation, neutrality) and environ-
mental protection are considered important (cf. BiH, p. 33ff.). The weighting in this case was
3 (very important), but no further reasons were given for this weighting. Presumably, this is
due to the 'demonstration and model character' of the programme mentioned by the evalua-
tors (cf. BiH p. 44).

In the case of Tanzania, the overarching development results were extremely critically as-
sessed, with an 'unsatisfactory result'.” Although this assessment is only given a weighting of
1, a negative rating leads to the overall project being downgraded (cf. 3.6). On the basis of
the information provided by the existing evaluation report, the overall very negative rating of
the project is not justified in the author's opinion. Although the evaluation report states that
the project did make a certain contribution to creating a largely enabling environment for
small and micro business development and to a readiness for dialogue between the state
and the private sector, including the informal sector, on the whole it does not credit the pro-
ject with having produced any noticeable social or economic results at the macro level (cf. §
88). Moreover, although it is recognised that many of the informal-sector self-help organisa-
tions (SHOSs) initiated by the project provided their members with advice and training (micro
level), with some businesses showing remarkably successful development, the low propor-
tion of directly reached informal businesses is seen as a detractive factor. In Dar es Salaam,
only about 1.5% or 2% (approximately 15,000 businesses) were involved. Owing to this lack
of broad-based impact (sic!), the project could therefore not have any tangible influence on
economic development and the cross-cutting themes of poverty reduction, gender and the
environment (cf. § 89). A further area of criticism was that the informal-sector SHOs fre-
quently disbanded and new ones were constantly being formed. From the author's viewpoint,
this could be assessed positively, since a certain degree of mobility or initiative appears to
have emerged among the informal businesses. The evaluation report further notes that the
association of informal-sector SHOs had achieved a strong position and successes due to
the project support (cf. 8 92). With regard to the institutional level (meso level), the project is
credited with having significantly increased the motivation, success and business orientation

! Particularly bearing in mind that the project was concluded in 2002 and was therefore designed prior to the
introduction of AURA and the related 'managing for development results' model. Moreover, the evaluators ap-
pear to have mixed or confused direct and indirect results with each other more frequently. Some of the listed
points should really have been mentioned under effectiveness, or refer to contract and cooperation manage-
ment.
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of the official implementing partner (SIDO), particularly at the latter's regional offices. These
have also introduced new instruments such as combining the granting of loans with training
for the people who take out the loans (cf. 8 91). However, this is seen as being offset by con-
siderable deficits in the relationship with the implementing partner. Thus, the project is said to
have failed to disseminate its objectives on a sufficiently broad basis. Altogether, the evalua-
tion report states that this cast a very poor light on the implementing partner and the latter's
capabilities, so that the partner still feels cheated even now (cf. German Executive Summary
on Tanzania p. 4, overall report § 93-95).

The ‘clearly inadequate' result in the case of Kyrgyzstan is explained by the fact that although
the most important indirect result, an increase in the export and investment figures between
2000 and 2003, was achieved, it coincided with a decline in the balance of trade and pay-
ments. This meant that, contrary to the intended overarching project objective, the project
could not make any major contribution to the country's economic stabilisation. Negative indi-
rect results are furthermore presumed in areas where measures have been unsuccessfully
conducted for many years and may have a paralysing effect (e.g. in the wine sector and the
textiles association). Nor did the project make any contribution to achieving overarching de-
velopment objectives and cross-cutting themes such as gender, environmental protection
and conservation of natural resources or participation (cf. Kyrgyzstan § 47-59). The impact is
considered 'less important' (1) by the team of evaluators because the project was designed
and implemented before the currently valid results model was introduced. Since the project
design therefore contained no considerations and specifications that would have foreseen or
enabled impact contributions, it can only be judged by that standard to a limited extent (cf.
ibid. § 78).

In all, the existing evaluation reports provided the following results with regard to impact.
Even more than the effectiveness of a project/programme, the degree to which the indirect
objectives are achieved depends on:

0] the formulation of plausible results chains in relation to the intended indirect de-
velopment-policy objectives and the consistent implementation of corresponding
strategies .

Beyond this, the impact depends on:
(i) the framework conditions as a whole

(iir) the relevance of the project/programme in the partner ¢ ontext, the strategic,
political and staff continuity, and ownership by the partners

(iv) the management and steering of the project/programme
(v) an appropriate time frame

(vi) whether it is possible to anchor model and pilot measures sustainably and on a
broad basis.

28




3.4  Efficiency

Efficiency is a measure of the degree to which the resources invested in a development
measure are appropriate compared to the results achieved (cost-benefit ratio). The overarch-
ing question is: Are the objectives being achieved cost-effectively?

Figure 4: Distribution of the efficiency rating (N= 17)

Distribution of the efficiency rating, average 2.7
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Here too, 88% or 15 of the 17 projects/programmes are given a good to satisfactory rating in
terms of economic efficiency. The average efficiency rating was 2.7, and this was on average
weighted with a factor of 1.6. One project/programme (Romania) was rated 'very good' (1) in
terms of efficiency. Seven projects/programmes (BiH, Georgia, Morocco, Nepal, Peru, Ser-
bia, Thailand) were rated 'good’ (2) and seven others (El Salvador, Guatemala, Mongolia,
Croatia, SADC, South Africa, Tanzania) 'satisfactory' (3). Two projects/programmes (Benin,
Kyrgyzstan) were rated as inadequate (5). Altogether, the efficiency of six pro-
jects/programmes is weighted ‘'less important' (1) and that of the eleven remaining pro-
jects/programmes is weighted 'important’ (2).

In the case of Romania, the excellent cost efficiency is explained as follows: on the one
hand, an international long-term expert (LTE) successfully coordinates the activity of eight
local LTEs, who in turn advise five sectors (textiles and clothing, wood and furniture, IT,
automotive accessories, tourism and wine) as well as selected regions, and on the other
hand coordinates the activities with the EU, with regard to further German measures and with
CIM integrated experts. This ensures synergies and complementarity. Moreover, a high pro-
portion of the budget for international short-term experts (STES) is used to transfer knowl-
edge to local experts. Investments are also largely made in selected sustainable institutions
that ensure the broad-based effectiveness and sustainability of the results (cf. overall report
on SEE § 236-244).

The inadequate efficiency in Benin is explained by what is seen as the inappropriate cost
structure of the project. In concrete terms, the staff level (one international and five local
LTEs) is considered excessive, and the allocated proportion of costs (50%) is considered
inappropriate. Only 10% of the budget went into concrete activities and measures, which is a
blatant contradiction of how the project understands its purpose. According to this, the cen-
tral elements of its outputs were the financing of training, exchange visits and community
projects. It was also criticised that the international expert did not provide any advisory ser-
vices and that the expert's presence no longer appeared justified after the initial phase. Ger-
man Development Service (DED) aid workers and local experts could quite easily have per-
formed tasks on their own. The early opening of branches could also have reduced the pro-
ject term from nine to five years (cf. Benin 8§ 67-71).
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In the case of Kyrgyzstan, the cost-benefit ratio was rated unsatisfactory (rating of 4) (cf.
Kyrgyzstan 8§ 60-68). The following reasons were given: (i) the large number (10-12) of local
employees with a lack of professional qualifications, (ii) the intensive advisory services pro-
vided to just a few companies and associations by deploying international STEs and CIM
integrated experts, (iii) the generous local subsidies for visits to trade fairs and exhibitions in
neighbouring countries and further afield, and (iv) the equally generous subsidisation of indi-
vidual associations. Altogether, the evaluation report came to the conclusion that the eco-
nomic use of available resources requires a consistent implementation concept, which was
not in place.

Altogether, the existing evaluation reports indicate that the efficiency of a pro-

ject/programme depends on:

(i) realistic planning, especially with regard to the ratio between the funds employed
and the intended objectives  (negative examples: Croatia, Mongolia)

(i) the effective contribution of the implementing partners (ownership), (positive
example: South Africa, negative example: Kyrgyzstan)
(i) the contribution made by the target groups themselves, e.g. through their own

activities or the assumption of costs for services (positive examples: Benin, BiH,
Romania, negative example: Kyrgyzstan)

(iv) the suitable mix of international and national experts and long-term and short-term
experts (positive examples: Romania, BiH, negative example: Benin)

(v) the complementary use of other German measures  (DED, CIM, SEQUA, InWEnt,
KfW etc.) and of public-private partnerships (PPP), tripartite cooperation or the
embedding of measures in a corresponding priority area (positive examples:
Guatemala, El Salvador, Romania; negative examples: Benin, Kyrgyzstan)

(vi) cooperation with other bilateral and international donors (positive examples:
Guatemala, BiH, El Salvador, negative example: Benin);

(vii) the complexity of a project/programme,  due among other factors to the diversifica-
tion of regions, sectors/products and fields of intervention in relation to the available
funds and the transaction costs (positive examples: Morocco, Romania, BiH, negative
examples: El Salvador, Guatemala)

(viii) the management and steering of the project/programme (positive examples: Ro-
mania, negative examples: Benin, SADC, Tanzania).
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3.5  Sustainability

The assessment of sustainability is based on the probability that the positive results of the
development measure will continue beyond the end of assistance. The overarching question
is: Are the positive results durable?  Unlike the other evaluation criteria, sustainability is
measured according to a four-level scale, i.e. 1 (very good sustainability), 2 (good sustain-
ability), 3 (satisfactory sustainability) and 4 (inadequate sustainability) (cf. Annex 2 Guide-
lines, p. 9f.).

Figure 5: Distribution of the sustainability rating (N=17)
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(Very) good to satisfactory sustainaibility is attested for 88% or 15 of the 17
projects/programmes. The average sustainability rating was 2.8, which was given an average
weighting of 2.4%. One project/programme (Romania) stands out due to its rating of 'very
good' (1). Four other projects/programmes (Benin, Morocco, SADC, South Africa) are rated
as 'good, fully in line with expectations’ (2). A total of ten projects/programmes are rated as
having 'satisfactory' (3) sustainability, i.e. the development-policy results will very probably
decrease substantially but still remain positive (cf. Annex 2, Guidelines p. 9). 'Inadequate
sustainability’ (4) was established in two projects/programmes (Kyrgyzstan, Mongolia).

The sustainability of ten projects/programmes was weighted 'important' (2) and as 'very im-
portant’ (3) in seven projects/programmes (Benin, Bosnia and Herzegovina, El Salvador,
Kyrgyzstan, Morocco, Peru, Tanzania). The reason stated for the special emphasis on sus-
tainability (3) is the particular development-policy importance of the sustainability criterion.

The main reasons given for the excellent sustainability assessment of the programme in
Romania are that (i) the interventions are market-based or safeguarded by secure subsidies.
These include standardised training packages such as 'Business Start-up Training', 'Fit for
Europe' or 'Structural Fund Training', but also specific sub-sector-related training units like
the 'REFA methodology' or 'cutting techniques' that are offered at market prices. Business
promotion structures such as the 'IT incubator', 'innovation centres' and 'professional asso-
ciations' are said to be self-financing. Participation in trade fairs abroad is recognised as an
effective promotion instrument and cofinanced by the Romanian Government; (ii) other in-
struments such as special business consultancies, and training that is not fully paid for by the
SMEs, can be taken over by EU Structural Funds; (iii) the programme itself, based on ex-

® The 'sustainability' criterion is only assessed by means of a four-level scale, cf. GTZ, Guidelines for
Evaluating the Success of Projects and Programmes, as at 12 March 2007, p. 9.
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tended participation by the private sector in discussions with the relevant authorities, also
contributes to sustainable changes in legislation and regulations.

The reason for establishing 'inadequate sustainability' (4) for Kyrgyzstan is that only a few
companies derive enduring benefit from the project outputs. However, corresponding outputs
were not anchored at associations or other service providers. In all, the project appeared to
be geared to neither broad-based impact nor sustainability.

The poor sustainability assessment in the case of Mongolia is mainly due to the failure to
consolidate the competence centres. These had been set up for the five promoted sectors
construction, printing, timber, leather and tourism in the course of the project and were meant
to independently provide training and advisory services. Although they were linked to the
Technical University at organisational level in the last implementation phase, the lead
executing agency is apparently unable to retain the skilled personnel trained by the project,
or possibly had no interest in doing so. These then rapidly move on to the private sector,
where more attractive salaries await them. Nor is the lead executing agency able to make the
necessary investments that would allow the competence centres to keep pace with technical
developments in their given sectors. The activities in the tourism sector were no longer
allocated to a competence centre mid-way through the project term. The competence centre
for the leather sector discontinued its activities in mid-2007, and the construction sector was
faced with substantial challenges that threatened its existence.

Altogether, the existing evaluation reports indicated that the sustainability of a pro-

ject/programme depends

(i) on external framework conditions that cannot be influenced, such as the world market
(price fluctuations, new competitors, financial market developments, energy prices), po-
litical stability or instability (wars, unrest, coups d'état) and disasters (earthquakes, hurri-
canes, flooding). Nepal, for instance, suffered from unrest for decades, and Guatemala
from hurricanes, landslides etc.

(i) on the partner side , on

» the macro level and the structural, political and legal framework condition s (e.g. the
huge gap between rich and poor, and the interest of the ruling groups in Guatemala
in maintaining the status quo; the lack of willingness and ability to implement policies or
introduce changes in El Salvador and Benin; corruption and deficient rule of law in Ne-
pal, El Salvador, Guatemala)

» the suitability of the direct political and administrat ive partners (lead executing
agencies, implementing partners) to enable and support change

» the meso level and the institutional and financial capacity and sector al compe-
tence of the implementing partners  (institutions providing support, service providers,
business chambers and associations, corporate networks etc.) to adopt and consolidate
innovations (organisational development, new approaches and instruments) and their
ownership

» the staff continuity at the implementing partners . In some countries (Georgia, Gua-
temala, El Salvador), each change of government means that not only the decision-
makers but also the experts in administration and at authorities are replaced, leading to
substantial losses in 'institutional memory’ and expertise. In Mongolia, skilled personnel
is also lured away by the private sector.

» the micro level of the target groups (companies, start- ups, employees) and their
ability to derive benefit from the offered services, and their willingness to make their own
contributions in order to do so

> the improvement in social position , such as that of people in the informal sector,

trades-/craftspeople and employees. In Benin, for example, women have improved
their position in their social setting, and the self-help organisations in Tanzania's
informal sector also helped to improve living conditions and bargaining power.

» (iii) on the side of the development measure , on
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the appropriateness of the time frame  and instruments. Complex advisory ap-
proaches (such as LRED, BDS market development, improving the business and in-
vestment climate), but also capacity development, organisational development etc. as
such take a commensurate time to become anchored in the field and be put to inde-
pendent use.
the flexibility to react appropriately to new challenges
the existence of exit strategies, particularly with regard to subsidising outputs. Romania
can be mentioned as a positive example (see above).
(iv) on the donor side , on
the honouring of pledges, e.g. regarding the time frame or the funds for the develop-
ment measures. In El Salvador, the originally planned consolidation phase was aban-
doned due to a BMZ decision.

strategic and conceptual continuity. In the case of El Salvador, there were several
changes in programme building due to the addition of new components and the amal-
gamation of existing components, leading to a conceptual complexity of the programme
that also made it more difficult to steer.
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3.6 Synopsis of 3.1t0 3.5

The average rating of the DAC criteria is shown again in Table 2. One striking feature is the
good average relevance rating as compared with the other criteria.

Table 2: Average rating of DAC criteria

DAC criteria Relevan ce | Effectiveness | Impact Efficiency | Sustainability | Total

Average value 1.8

2.6 2.8 2.7 2.8 2.7

However, if we 'are doing the right thing' according to the evaluation reports, why are there
such substantial differences of 0.8 to 1.0 point as compared with the other criteria? Are we
not 'doing the right thing in the right way' (effectiveness)? If we are 'doing the right thing' and
'doing it the right way', should there not be overarching results, or should the results not be
long-term? Or is the assessment of 'doing the right thing' incorrect? Is the relevance rating
just wishful thinking? These are open questions than cannot be answered here.

Eighty-two percent, or 14 of the 17
evaluated projects/programmes
are classed as successful in the
overall rating (cf. Table 3). One
project/programme was rated 'very
good, significantly better than ex-
pected’, seven others were rated
'‘good, fully in line with expecta-
tions' and another six as 'satisfac-
tory, falling short of expectations'.
The average rating is 2.7. None of
the DAC criteria or pro-
jects/programmes was rated in
Level 6, 'useless'.

Table 3: Distribution of overall rating

Rating Number Proportion

very good (1) 1 6%

good (2) 7 41%

satisfactory (3) 6 35%

unsatisfactory (4) 2 12%
inadequate (5) 1 6%
useless (6) -- --
successful (1-3) 14 82%
unsuccessful (4-6) 3 18%

Source: Assessment of independent PSD evaluations in
2007, cf Annex 4

34




gtz

Table 4: Deviations in weighting

Criterion Average Standard deviation | Deviation from standard factor 2
weighting in weighting 1 - less 3-very
important important
Relevance 2 0.5 2 2
Effectiveness 2 0.3 1 1
Impact 2.2 0.5 1 4
Efficiency 1.6 0.5 6 0
Sustainability 2.4 0.5 0 7

Source: Assessment of independent PSD evaluations in 2007, cf. Annex 4

The deviations in weighting from the standard factor 'important’ (2) shown in Table 4 are
minimal. In six cases the efficiency was classed as 'less important’, whereas in four cases
the impact and in seven projects/programmes the sustainability was classed as 'very impor-
tant'. Not all evaluation reports made use of the possibility of differentiating the assessment
by means of the weighting, although the criteria may indeed have a different weight depend-
ing on the type of evaluation (interim, final and ex-post evaluation).

The Guidelines for Evaluating the Success of Projects and Programmes (cf. Annex 2) state
that a project or programme can only be classed as 'successful' if the direct results
(effectiveness), the indirect results (impact) and the sustainability are rated as at least
'satisfactory'. If this is not the case, the project or programme may be downgraded. The
overall rating does not provide any new insight except with regard to two cases, Mongolia
and Tanzania. In these two cases the poor rating of individual criteria led to a downgrading of
the overall rating. The project in Mongolia has an average value of 3, but its sustainability
rating of 'unsatisfactory' (4) reduced the overall rating to one of 'unsatisfactory' (4). The
project in Tanzania also had an average value of 3, but was downgraded to ‘'unsatisfactory'
(4) due to the rating of 4 for impact. In both cases the evaluation report does not comment in
detail on this fact. This downgrading contributes 0.12 points to lowering the average overall
rating. In the case of Kyrgyzstan, no downgrading was necessary since the overall rating was
already below 4.

In the author's viewpoint, the rating given to the following projects/programmes was too posi-
tive in comparison: Guatemala, Thailand and Benin. The rating for El Salvador, Mongolia and
Tanzania was too negative.

Beyond this, the evaluation in Nepal concentrated almost exclusively on the ongoing third
phase (Nepal § 118), and thus on only three of a total of eight years. Appropriate assess-
ment was also made more difficult by the extremely challenging and changeable political
setting (peace process), and by the fact that the project was undergoing a transition phase
both in terms of design and staff. The project in Tanzania received a very poor rating, despite
the posted successes. On the basis of the arguments advanced in the evaluation report, this
did not always appear justified to the author of this cross-section evaluation. The project in
Kyrgyzstan, classed as 'inadequate’, is a rather 'atypical' project since its design was largely
determined by high-ranking political influences.

As already stated in Section 1.2, however, it was not the author's task to correct the assess-
ments.
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Figure 6: Distribution of overall rating according to type of evaluation

Overall rating according to type of evaluation

Number

Interim Final Ex-post

Type of evaluation

Overy good O good Osatisfactory O unsatisfactory Binadequate

Figure 6 shows the distribution of the overall rating according to the type of evaluation. All
ongoing projects/programmes (interim evaluation) were rated as successful. These were one
project/programme in Romania, rated 'very good', five (Georgia, Morocco, Nepal, Serbia,
South Africa) rated 'good' and one (Croatia) rated 'satisfactory’. Of the six final evaluations, a
total of five were considered successful, i.e. two (Bosnia and Herzegovina, Guatemala) rated
‘good' and three (Benin, El Salvador and SADC) rated 'satisfactory’. The project in Mongolia
is classed 'unsatisfactory’ and is therefore not considered successful. In the four ex-post
evaluations, two projects/programmes (Peru, Thailand) are rated as 'satisfactory', one
(Tanzania) is rated as 'unsatisfactory' and one (Kyrgyzstan) as 'inadequate’.

Overall, the impression prevails that the assessment becomes more critical towards the end
of a project or programme (final evaluation) or in retrospect (ex-post). Assessments were
often optimistic and positive in the case of ongoing projects and programmes, despite some
points of criticism in the evaluation report. The evaluators apparently presume that their criti-
cism will take effect and that the intended results will still be produced, given the correspond-
ing corrections. With final and ex-post evaluations, this hope no longer exists, and only the
prevailing facts are of substance.
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4. Assessment of the cross-cutting development-policy issues

4.1  Poverty reduction and MDGs

This section attempts to take into account the points and questions from the Terms of
Reference (ToR) listed in Box 2. This is not always possible because certain points were not
the object of the evaluations or were not answered in the evaluation reports.

Box 2: Poverty reduction and MDGs

1. Conceptual problems
2. Mainstreaming in the development strategies (in the field)
3. Poverty classification in the offers and its dis tribution
» Poverty classifications of the development measures (distribution)
» To what extent do/did the development measures comply with these classifications?
4. Target-group differentiation and poverty analysi s
» Was the project design differentiated according to target groups, and was a poverty analysis
performed?
Further questions:
In how many development measures is/was 'adequate’ poverty impact achieved?
> Did the project promote the participation of poor people in economic and political proc-
esses?
» Does the project have positive results in terms of poverty reduction?
> Does the project help to remedy structural problems identified by the national poverty reduc-
tion strategy?
» Were questions of equitable distribution addressed (e.g. access to land)? If so, how? (Was
not part of the ToR)
» What is the ratio of direct to indirect results?
» How many people have benefited from the poverty impact and/or will do so in future?
What are the reasons for achieving or not achieving poverty impact?
Can a 'pattern’ be identified as regards factors of success and failure?
5. Recommendations and conclusions

Source: Annex 1 ToR

4.1.1 Conceptual problems

The contribution made to poverty reduction assumes special priority among the intended
socioeconomic results. However, a corresponding classification according to the DAC criteria
(cf. Section 4.1.3), particularly the proof of corresponding results (cf. Sections 4.1.4 and
4.1.5), presents theoretical and methodological difficulties. There is no internationally stan-
dardised definition of the term ‘poverty’. The first Millennium Goal (MDG 1) initially concen-
trated on hunger and income poverty: people who have less than US$ 1 per day are consid-
ered absolutely poor. Different methods and definitions for measuring poverty therefore ar-
rive at different results concerning indicators for poverty, its severity and depth.

The Committee of Donor Agencies for Small Enterprise Development therefore commis-
sioned a study into recording the impact of small enterprise development (SED) measures on
poor people®. The study states economic growth as a (pre)condition - no growth, no poverty
reduction. The findings are summarised below. Three main channels are identified through
which SED may reduce poverty (ibid. pp. 6-7):

° Oldsman, Eric 2003: Assessing the Poverty Impact of Small Enterprise Initiatives, see also Spath
2004 and 2005.
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1. increasing the income (of poor owners/entrepreneurs) of the companies taking part in
the project/programme

2. increasing the wage income of the companies taking part in the project/programme

3. additional economic growth that leads to an increase in net income for poor people.
Using these models, causal impact relationships are established between the donor
interventions and poverty reduction. It is presumed that:

» donors support the provision of business development services (BDS) via various
mechanisms

» the capabilities of companies are enhanced by using BDS

» this leads to an increase in productivity and thereby to an increase in production
and/or services

» this in turn increases the demand for production factors, including unskilled workers,
as well as an increase in the income of company owners

» this generates economic growth

» and this in turn leads to an increase in the employment of people with an income of at
least US $ 1/day"®

» in consequence, the proportion of the population living in absolute poverty is reduced

These results chains are plausible and can readily be applied to the development measures
conducted within German technical cooperation. At the same time, however, it becomes ap-
parent that in interventions whose main focus is on the intermediary (meso) level or on im-
proving the framework conditions (macro level), the results chain becomes ever longer and
the results constellations grow increasingly complex. This applies to most German TC devel-
opment measures, which after all mainly act at meso and macro level. So there are more and
more influences that cannot be steered by the development measure and for which the
measure cannot accept responsibility. This is why the AURA results model speaks of an at-
tribution gap.

However, it also becomes clear that it is correspondingly difficult to provide significant proof
of the relationship between a development measure and poverty reduction by means of 'rig-
orous' econometric processes. This could only be done using relatively onerous statistical
processes (via costs, time and personnel). A Project Progress Review (PPR) in Tanzania
came to the same conclusion: "It is extremely difficult to measure changes of income within
the informal sector and to isolate the effects of a particular project intervention” (PPR quoted
in Tanzania § 116). Moreover, it is not enough to cover income poverty alone. Poverty is
multi-dimensional.** This means the social, legal and political dimensions also have to be
captured, as is meanwhile the consensus. It is thus all the more important to show plausible
ratios between results and to identify proxy indicators where necessary. Except for the pro-
jects/programmes in Benin and Tanzania, only an indirect or structural contribution to poverty
reduction is targeted.

Beyond this, the treatment of poverty reduction in PSD by German technical cooperation is
subject to the political specifications of the client on the one hand and to international
specifications and obligations on the other (e.g. Paris Declaration on Aid Effectiveness,
Committee of Donor Agencies for Small Enterprise Development). Finally, this theme too is
subject to strategy cycles (see Section 6.1 for more details).

In the past 10 years, the basic strategic orientation of BMZ and of other donors has generally
moved closer towards poverty reduction. In the policy documents relevant to Private Sector
Development (PSD) in the 1990s, it was presumed that TC projects and programmes should
mainly have an impact on structural poverty reduction. "Boosting the economic power of the

1% This is based on the benchmark of absolute poverty used by the UN Millennium Declaration, of a daily income
of US $ 1 per day and person.
! Poverty as understood by Amartya Sen also comprises the dimensions of access to resources, education and
participation.
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developing countries is a key factor in the fight against structural causes of poverty,..."
(Cross-sector concept, Sept. 1996, p. 1).

In the sector strategy for small and micro business promotion in developing countries,
however, it was presumed that: "Small/micro-business promotion can make a direct or indi-
rect central contribution to poverty alleviation. Measures aimed at guaranteeing self-
employment, jobs and thus income for the poor and supplies of goods and services have a
direct poverty reducing effect. Measures which improve the preconditions for independent
and sustainable development and a more just distribution of income, which in turn influence
economic and social structures, have an indirect poverty reducing effect." (1997, p. 5). The
understanding of poverty at that time, however, was rather diffuse. People in the informal
sector or small/micro businesses tended to be considered 'poor'. All evaluated projects/ prog-
rammes were developed on the basis of specifications within the cross-sectoral PSD strategy
(BMZ 1996) and, where applicable, according to the sector strategy for small and micro
business promotion (1997), or were based on corresponding previous projects.

The Millennium Declaration made at the United Nations Millennium Summit in September
2000, in particular, gave fresh impetus to the theme of poverty reduction. The first Millennium
Development Goal (MDG 1) aims to eradicate extreme poverty and hunger by the year 2015.
Of special significance for the submitted evaluations is MDG 1, with its three targets (i)
Reduce by half the proportion of people living on less than a dollar a day, (ii) Achieve full and
productive employment and decent work for all, including women and young people, and (iii)
Reduce by half the proportion of people who suffer from hunger. The theme of employment
was only recently recognised (in 2007) as an important transmission channel to eradicate
poverty, and included as a target in its own right. Further development goals relevant for
PSD projects and programmes are to promote gender equality and empower women (MDG
3), ensure environmental sustainability (MDG 7) and develop a Global Partnership for
Development (MDG 8) with its various targets.

Box 3: BMZ Program of Action 2015, priority area for action 1, actions
"The German government will

- support economic policy reforms  (e.g. improving sector-related regulations, reducing red tape where it
hampers the potential of the informal sector, strengthening institutions) and regional and local efforts to
foster the private sector in the partner countries.

- support private-sector development by means of activities to build technological competence, incre ase
private-sector investment, develop and establish the infrastructure needed by businesses, and by means
of fostering practice-oriented vocational training systems, access to credit and the provision of private
services for SMEs . This is to be done, among other things, by using public-private partnerships.

- foster the productive potential of the poor and their share in the benefits of increased economic activity by
means of measures to develop entrepreneurial capacity and to improve their access to productive
resources (including credit for women) and to marke ts. This will be accomplished, among other things,
by means of support for self-help organizations and for the expansion of economic and social infra-
structure, especially in poor regions.
support training and employment opportunities for the poor, particularly young people.

Source Program of Action 2015, p. 10, bold print inserted by author

German policy, particularly concerning the achievement of the first MDG, was laid out in the
Program of Action 2015: Poverty Reduction — a Global Responsibility (April 2001). For the
PSD section, the first priority area for action, 'Boosting the economy and enhancing the
active participation of the poor' is of central importance. Here it is said that

"in many developing countries (...), the productive potential of the private sector, in
particular, and also of the informal sector and the poor themselves is underutilized.
This can be seen from the high levels of underemployment and unemployment,
especially among young people. Efficient and dynamic economic activity is often
blocked by structural and institutional weaknesses, including at the regional or local
level" (p. 8).
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The actions relevant to the PSD section and envisaged by German development cooperation
are listed in Box 3. These cover most of the range of interventions encountered in various
forms in the 17 evaluated projects and programmes.

Finally, in 2007 BMZ published the Social and Ecological Market Economy Principles in
German Development Policy as the guiding principles for action in the priority area of sus-
tainable development, to which PSD also belongs. This focuses on poverty reduction particu-
larly through the two guiding principles for the design of German development cooperation
'striving for broad-based growth' and 'ensuring equal opportunities' (cf. Box 4). The social
and ecological market economy principles are based on the interdependency of growth and
poverty reduction, but also point out that growth alone does not automatically lead to a sig-
nificant reduction in poverty. For this reason, specific measures (e.g. improving access to
resources, goods, services, employment, empowerment etc.) must be taken to enable broad-
based growth.*?

Box 4: Social and ecological market economy principl es

"(2.) Striving for broad-based growth  : Economic growth is necessary in order to reduce poverty. The size of
the impact which economic growth has on reducing poverty depends quite crucially on its positive effects on
employment and income. In order to guarantee equitably distributed economic development, the growth proc-
ess must be designed in such a way that the poor benefit from it to a greater degree. Policy approaches aimed
at broad-based or pro-poor growth therefore seek to increase both economic growth and the participation of
poor population groups in its fruits. Poverty reduction cannot be achieved by "trickle-down" effects alone; it is
fostered first and foremost by improved access to employment and income, resources, goods and services for
poor and disadvantaged population groups. (...)

(8.) Ensuring equal opportunities:  Economic development must serve poverty reduction and should not ex-
clude anyone. The state should ensure equal opportunities for all and improve the distributive impact of market
processes for the benefit of poor and disadvantaged population groups; to achieve this, the tax structure should
also take into account people's differing levels of disposable income. Equal opportunities also means empower-
ing previously disadvantaged groups and particularly capable groups — especially women — groups whose
potential has so far not been used adequately in the economic process. (...) The cycle of poverty must be bro-
ken.” (BMZ 2007)

Altogether, PSD projects and programmes are therefore predominantly based on structural
poverty impact that is produced via interventions at framework condition level and intermed-
iaries level. Both the Millennium Development Goals and the Program of Action 2015 applied
to projects/programmes designed after 2001. Corresponding passages had to be included in
the design of the development measures.

4.1.2 Mainstreaming in the development strategies (  in the field)

The fairly high degree to which the projects/programmes were embedded in the partner
countries' development strategies was stated in Section 3.1 on the DAC criterion 'relevance'.
A project or programme has better prospects of success in achieving direct or indirect results
in the field of poverty reduction if the partner country has a national poverty reduction
strategy or at least a partial strategy. With the introduction of the Comprehensive Develop-
ment Framework (CDF) and, later on, the Poverty Reduction Strategy Papers (PRSP), many
partner countries submitted to the specifications and procedures of the World Bank. Beyond
this, the Millennium Development Goals stated above are valid for the partner countries.

In the evaluation reports resp. the project offers, a national poverty reduction strategy is
referred to in seven of the total of 17 projects/programmes (cf. Benin, Bosnia and
Herzegovina, Georgia, Guatemala, Mongolia, South Africa and Thailand). In all other
evaluation reports, no corresponding strategy is hamed. However, the projects/programmes
in Peru and Tanzania were designed before the PRSP and MDGs were introduced. The fact
that corresponding strategies are in place in a country and that formal reference is made to

12 Cf. the latest OECD report on the increasingly inequitable distribution of income in the OECD countries (Oct.
2008).
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them in the offer is not in itself a sufficient condition that the project/programme is geared to
making direct or indirect contributions to poverty reduction during actual implementation.

4.1.3 Poverty classification in the offers and its distribution

When the new Development-policy Framework for Contracts and Cooperation (AURA) was
introduced in 2003, the 'new' guidelines on poverty classification were reflected to a greater
extent in the offer designs. Of the 17 evaluated projects/programmes, 12 were designed
before the introduction of AURA. Although some strategic adjustments were later made, the
foundations were largely laid before the introduction of the Program of Action 2015 and the
MDGs.

Figure 7: Distribution of the poverty classificatio n (N=17)
SHP
GDA 12%
29% oo e, ODP
T _ P
- oPR
59%

Two projects/programmes (Benin and
Tanzania) were given the classifi-
cation SHP self-help oriented
poverty reduction. Both the strategic
approach in Benin (Action Recherche)
and that in Tanzania (self-help orga-
nisations) were essentially based on
supporting the self-help organisation
and the capability of trades-/crafts-

Box:5 SHP - self-help oriented poverty reduction
target group can be directly reached via a short results
chain; proportion of poor in the target group is at least 50%
or at least the proportion of the poor population in the re-
gion concerned (lower limit 30%); project/programme im-
proves the living conditions of poor people and promotes
their productive potentials; poor people take part on their
own initiative and organise themselves; local framework
conditions in the project environment enable a pro-poor
procedure; scope for NGOs is assured. (AURA Guidelines
n 2AR)

people and the informal sector to help
themselves. However, the meaning of poverty in the given context was not defined.

In Benin, it was presumed that all craftspeople are poor and that supporting them therefore
automatically results in directly reducing poverty (8 90). The evaluation report states that the
project tended to promote rather better-off crafts-/tradespeople in the urban centres, and thus
increased the structural differences between rural and urban crafts/trades (8 94). The
evaluation report also says that crafts- and tradeswomen in particular were able to improve
their social standing and that a general process of empowerment therefore took place.

In the case of Tanzania, the evaluation report presumes that informal business operators
usually only earn a fraction (approximately 1/10) of what a government official earns, but that
is still about five times more than a day labourer (cf. Tanzania § 113). The mere existence of
a large informal sector is taken as an indication of poverty. The evaluation report states that
the project complied with its claim of reducing poverty by supporting SHOs. It made a
contribution to improving basic livelihoods, to enabling minor investments by setting up
savings and credit funds, and even emergencies such as sickness were covered by these,
akin to a precursor of micro insurance — and above all, the members were empowered to
articulate their interests vis-a-vis authorities (cf. Tanzania § 37, 115).

Despite several critical remarks, on the basis of the evaluation reports it can be presumed
that the projects in Benin and Tanzania deserve their classification.
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None of the projects/programmes was classified ODP - other direct poverty reduction

Ten projects/programmes (El Salvador, Georgia, Guatemala, Morocco, Mongolia, Nepal,
Peru, Romania, South Africa, Thailand), and thus the majority, received the classification

Box 6: CPR - Comprehensive poverty redu c-
tion at the macro and sector level:  target group
cannot be delimited and can only be reached
indirectly via a long results chain; poor people
derive tangible benefit from the indirect results of
the project/programme; project/programme im-
proves the living conditions of poor people and
promotes their productive potentials; essential
mechanisms to involve the poor in the political
process are fundamentally in place; the results
chain between the project/programme and im-
provement in poor people's living conditions can
be plausibly deduced. (AURA Guidelines p. 36)

CPR - comprehensive poverty reduction at the
macro and sector level. This is consistent with
the above remarks on the relevant sector
strategies and other policy documents of Ger-
man technical cooperation. Corresponding
cause-and-effect hypotheses in the offers pre-
sume there will be long-term, overarching
poverty impacts due to the reduction of struc-
tural unemployment and underemployment or
to increased income and enhanced competi-
tiveness (cf. El Salvador § 37). Moreover, an

automatic link between growth and employ-
ment, and thus with poverty reduction, is usually presumed (cf. Guatemala § 77). This auto-
matic connection does not always exist, however (cf. ibid.).

The project in Peru, however, was designed before the introduction of the MDGs and
PRSPs. For El Salvador, the evaluation report does not establish any explicit poverty reduc-
tion strategies. According to the evaluation report, the programme in Guatemala is character-
ised by a clear results-based approach whose target groups are people living in poverty (8
54, 94), but the transmission channels in the results chain are said to be relatively diffuse. If
participatory poverty analysis had been used the poverty dimension could have been better
identified for the component on rural and regional economic development, for example. Be-
cause of its orientation to structurally weak regions, the programme is considered to have a
clearly pro-poor orientation (8 93). However, this example in particular illustrates the limits of
a development measure in producing structural changes. In Guatemala, social injustice and
the various related institutional weaknesses remain major barriers to development, including
institutional inertia (cf. Guatemala § 53). Thus, the United Nations Economic Commission for
Latin America and the Caribbean (CEPAL/ECLAC) established in 2007 that Guatemala had
made no progress in eradicating poverty; on the contrary, poverty had in fact increased (8
54). Under these conditions, the programme could only make a limited contribution to remov-
ing the structural weaknesses and therefore had low impact on poverty reduction.

The project in Morocco is mainly geared towards structural poverty reduction. Target groups
with income poverty are included in economic and political processes within the consumer
associations that are also responsible for assuring the quality of foodstuffs (8§ 103). Low-
income groups and women also increasingly receive access to promotion measures, via the
regional support networks and associations currently being set up (ibid.).

Although the project in Mongolia was not found to be systematically geared to poverty reduc-
tion, the vocational training measures do have a direct income-generating effect due to de-
mand on the labour market.

No special pro-poor orientation was established at the project in Nepal either. This may be
partly to do with the difficult political situation and the project's reorientation at the time of
evaluation. In connection with the promotion of value chains, negative results were even no-
ticed in the medium term. Thus, tea producers were forced to accept a reduction in income of
up to 50% due to the changeover from conventional to organic cultivation (§ 183). This had
not been taken into account beforehand and could apparently not be compensated by com-
plementary measures either. The follow-on programme 'INCLUDE' in Nepal, which arose
from the combination of the two projects/programmes for private sector and financial system
development, did, however, have a clear pro-poor orientation. The main target groups are
poor and disadvantaged groups (ethnic groups, castes), women and young people in se-
lected urban and rural regions. It was therefore classified SHP.
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As a result of the economic crisis in Asia (1997), poverty in Thailand rose to 21.3% within a
short period of time (8 103). In consequence, poverty reduction became a main concern of
the Thai Government. However, the project was not reoriented accordingly and did not suc-
ceed in taking part in relevant activities to any significant extent (cf. the respective passage in
Section 4.3). The evaluation report nevertheless states that the project was able to compen-
sate for the worst effects of the crisis on the small number of companies (about 10,000) pro-
moted by the project. It also states that much the same applied to the promoted regions (cf. §
104 ff.). However, a 'sideline' of the project is of much greater significance. It familiarised the
Bank of Agriculture and Agricultural Cooperatives (BAAC) with the instrument for building
entrepreneurial competencies via CEFE. On the one hand, this led to a change in corporate
culture, with bank employees gearing themselves more toward the market, and on the other,
borrowers had the opportunity to be trained by CEFE. The dissemination of BAAC in poor
rural regions is considerable and major results can be expected for poor people (§ 108).

Strategically, the programme in South Africa does not have an explicit pro-poor orientation.
The South African Government's policy is closely geared to economic development in con-
nection with poverty reduction. Within local business development, the programme includes
support for poor municipalities with weak infrastructure, and sectors (tourism, agriculture etc.)
with a particular poverty impact. The resulting promotion of employment is expected to have
a predominantly structural poverty impact (cf. South Africa § 96).

The CPR classification is formally correct in relation to most PSD projects/programmes.
However, one problem would appear to be that the poverty relevance is often neglected
when it comes to implementing the PSD projects/programmes. It was repeatedly criticised
that no transmission channels for poverty reduction are defined when further developing the
results system, either for operative purposes or for results monitoring. This would also make
sense in terms of the intended higher aggregated indirect results, because this would offer a
clearer indication of whether the development measures are on the right track. Moreover, it
was pointed out that some opportunities arising in the course of the project, e.g. in connec-
tion with PRSPs or other innovations, remained untapped.

Five projects/programmes are given the Box 7: GDA - General development approach: Criteria
X 7: - Vi : iteri
GDA (general development approach) are not or only partially met, projects/programmes are

FIaSSiﬁcation- The_se are the  pro- | worthy of support based on general development-policy
jects/programmes in Bosnia and Her- | considerations (AURA Guidelines p. 36).

zegovina, Kyrgyzstan, Croatia, Serbia
and the supraregional project with the SADC. From the perspective of the evaluation reports,
almost all projects and programmes could have been classed CPR since they claim to have
direct poverty impacts in some cases.

Thus, the evaluation report on Bosnia and Herzegovina calculated the indirectly created jobs
(1,500 — 1,600) by means of a so-called Keynesian employment and income multiplier, in
addition to the directly and demonstrably created jobs (1,386), thus proving employment and
income effects due to some 3,000 new jobs (cf. BiH p. 30ff.):

"The income and employment-generating effects of the programme are attended by cor-
responding effects on the improvement of living conditions/poverty reduction among
marginalised population groups: (a) the majority of small and medium-sized businesses
employ unskilled/poor workers, (b) the textile and clothing industry in particular (mainly
outward processing) employs poorly qualified, single and poor women who are trained
on the job, (c) a comparable employment structure exists in the wood industry (which
mainly employs men) and in the tourism sector (waiters and waitresses/cleaning staff),
(d) the programme also reaches some marginalised employees in the informal sector,
(e) start-ups in the retail trade (low capital requirement) are mainly launched by poorer
groups, (f) on a regional level, the programme also operates in small towns and rural ar-
eas on the outskirts, where a disproportionately high proportion of poor population
groups live. In addition, the programme has directly and successfully supported the start-
ing up of a women's initiative to export hand-knitted products, as well as the 'rural hospi-
tality' programme that addresses poor family businesses. ... The income and jobs di-
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rectly and indirectly created by the programme therefore mainly favour those population
groups (2/3) which correspond to the BiH poverty profile" (e.g. BiH p. 47 f.).

In the case of Georgia (§ 93 f.) too, the choice of sectors (e.g. wine growing) and regions in
which the programme is active has an impact on poverty reduction. The same is reported of
Serbia (SEE § 320), where poor population groups are also reached via support for regions
with a weak infrastructure (such as the region along the border to Romania), by promoting
tourism and the textile and clothing industry.

Romania, on the other hand, is a special case because it managed to cut its poverty rate
from 35.9% to 18.8% between 2000 and 2004, according to the World Bank (SEE § 312).
This is certainly related to its accession to the EU. However, since the programme operates
successfully in the sphere of business promotion, it can be said to have made a structural
contribution to this progress. Beyond this, the programme also conducts activities to promote
poor rural and forest regions (SEE § 316). In Croatia, the World Bank reports that poverty is
so low that no special economic development measures appear to be required there (SEE 8
322).

No direct or indirect poverty impact was proved for the supraregional SADC project or the
one in Kyrgyzstan.

4.1.4 Target group differentiation and poverty anal  ysis

The importance of a socioeconomic and gender-specific target group analysis was pointed
out in the sector strategy to promote small and micro business, "In order to promote in par-
ticular the development of the productive capabilities of the poor and their participation in
decision-making,..." (BMZ 1997, p. 9). With the exception of Guatemala (§ 93), whose offer
contained statistical information on the country's poverty situation, the evaluation reports did
not find a differentiated target group analysis (covering poverty and gender aspects, for in-
stance) in any of the projects/programmes. This is considered a deficiency by the evaluation
reports.

Thus, it is criticised that poverty-specific questions appear only as vague basic presumptions
in the field of development-policy results (cf. Mongolia, 8 91). Moreover, it is said that the
lack of a differentiated target group analysis prevents specific pro-poor design of the pro-
jects/programmes (cf. Benin § 63f.). In addition, a participatory poverty impact analysis along
the lines of the Poverty Impact Assessment (PIA) propagated by the OECD-DAC (cf. OECD
2007) might also better highlight the various dimensions of poverty in a specific context
(Guatemala § 102).

In some cases, opportunities for greater involvement in the field of poverty reduction, such as
those arising from new challenges (Thailand) or political programmes (South Africa, Benin),
are not recognised.

The lack of corresponding information impedes strategic design and operational implementa-
tion with regard to the intended reduction of poverty. Corresponding information might be
used to select the sectors of industry, products and regions in order to achieve greater pov-
erty impacts.

The lack of baseline information makes it extremely difficult to monitor the corresponding
results. So it is not surprising that, with few exceptions (BiH, Tanzania, Thailand), the evalua-
tion reports were unable to furnish substantial data.

4.1.5 Conclusions - Recommendations

A national poverty strategy was only identified in seven projects/programmes. The fact that a
country has relevant strategies and that these are formally referred to in the offer is not in
itself an adequate condition that the project or programme is geared to making direct or
indirect contributions to poverty reduction during actual implementation.
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During both design and implementation, the conscious decision as to whether and how pov-
erty impacts are to be achieved is an important prerequisite for action. Altogether, therefore,
PSD projects/programmes mainly presume that structural poverty impacts will be achieved,
through interventions at the level of the framework conditions and intermediaries. Fifty-nine
percent of projects/programmes were classified CPR. The formal classification of the socio-
economic category gives little indication of whether and how the theme of poverty reduction
IS pursued by a project or programme. Some of the projects/programmes classified GDA
clearly achieved positive results in terms of poverty reduction. These successes are based
on a specific selection of (i) sectors of industry or products that provide employment for poor
people and (ii) disadvantaged regions and communities with poor infrastructure, and (iii)
knowledge of the target groups (e.g. disadvantaged poor groups, women, young people,
ethnic groups, castes).

However, in a few projects/programmes the CPR classification would appear to be a licence
to pay no further attention to the anticipated development results during implementation.
Even if it can be (plausibly) proved that the project/programme contributes to economic
growth and to enhanced competitiveness, this does not automatically have positive effects
on employment or poverty. GTZ's concept of sustainable development, for instance, con-
cedes that the three objectives of economic development, social justice and an intact envi-
ronment are essentially complementary but in reality often compete with each other, and that
questions of power and interests play a crucial role during implementation of these objectives
at local, regional, national and international level (cf. Section 5).

That is why, in the course of a project/programme, the overarching objective of indirect pov-
erty reduction should be borne in mind. Even if the projects/programmes mainly improve the
conditions for private sector development at macro level, and empower intermediaries to
promote the economy at meso level, this may have very different results for the target
groups. For this reason, the (possible) results should be examined by means of differentiated
and possibly participatory target group analyses (cf. OECD 2007). The expertise to conduct
such analyses is in place at GTZ (e.g. Poverty Reduction Mainstreaming Project) and is
available via external experts. GTZ's own pro-poor growth activities and the work of the DAC
Network on Poverty Reduction (OECD-PovNet), which concerns itself especially with the
theme of accelerated poverty reduction through private sector development, can be used to
design the strategies in the appropriate manner.*?

Concrete statements on how many poor people benefited from the project/programme were
only made for the projects/programmes in Bosnia and Herzegovina (p. 30 ff.), Tanzania (8
89) and Thailand (8§ 107). In the latter two the lack of broad-based results in creating em-
ployment and income was criticised. Whether the poverty results stated in the evaluation
reports are ‘adequate’ or not cannot be answered in a qualified manner at this point. Despite
several successes, there remains plenty of room for improvement.

4.2  Gender equality

This section attempts to cover the points and questions from the ToR listed in Box 8. This is
not always possible because some points were not the object of the evaluations or were not
answered in the evaluation reports.

13 Cf. OECD document on accelerated poverty reduction through private sector development (2004). Another
background paper was also produced with GTZ support on how the market-oriented Business Development
Service (BDS) approach and other new approaches for developing SMEs may contribute to poverty reduction
(cf. OECD-PovNet 2005, Eiligmann 2005).
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Box 8: Gender equality

e What is the distribution of gender markers for the development measures?
¢ To what extent do/did the development measures comply with these markers?

- G-1 and G-2: was the project design gender-differentiated, and was a gender analysis
(gender-specific analysis of the initial situation) available? Was the description of the target
group gender-differentiated?

¢« How many development measures achieve(d) 'adequate' gender-related results?

- Do men and women make an equal contribution to shaping the project?

- Do men and women derive equal benefit from the project?

- Does the project help to reduce structural gender discrimination and thus achieve a positive
change in the gender ratio?

- Was one gender discriminated against, or was this made up for by positive measures?

- What is the ratio of direct to indirect results?

» What are the reasons for achieving or not achieving gender-related results?
Can 'patterns' be identified in terms of factors of success or failure?

e Conclusions (also in the sense of how gender-differentiated aspects can be integrated into
PSD measures)?

Source: Annex 1 ToR

4.2.1 Development-policy mandate

Promoting gender equality has been a cross-cutting theme of PSD projects and programmes
since the 1990s. In 1998, guidelines were drawn up on planning and designing economic
advisory services projects and programmes. Overarching GTZ guidelines on gender and
project management have also existed since 1999. With the advent of BMZ's new gender
equality concept in May 2001 and in connection with the German development cooperation
priority areas, the sector project Economic Reform and Development of the Market System
(WIiRAM) produced an interactive Gender Sourcebook (2002). This pointed out the role that
gender plays in the given activity areas of economic policy, trade, employment, micro, small
and medium-sized enterprise etc., and how a gender-oriented approach can be designed. In
addition, when revising the gender categories in 2005, BMZ, GTZ and KfW jointly produced a
guideline on the "Impact on Gender Equality in Development Cooperation Interventions/
Gender Markers in Technical and Financial Cooperation”, which also contains concrete ex-
amples (e.g. for gender analyses) (March 2006).

Importance is also explicitly accorded to the theme of gender equality in economic
development in the Millennium Development Goals (MDG 3), in the BMZ Program of Action
2015 (priority area for action 8) and in BMZ's Social and Ecological Market Economy
Principles in German Development Policy (guiding principle for design 8) (cf. Box 4). The
subject of the economic participation of women received fresh impetus with the presentation
of the World Bank Gender Action Plan (GAP): Gender Equality as Smart Economics in 2006,
of which German Federal Development Minister Ms Wieczorek-Zeul assumed sponsorship.
In February 2007, an international conference entitted Women's Economic Empowerment as
Smart Economics was subsequently held in Berlin with high-ranking representatives from the
spheres of politics, business and development institutions. At the end of the conference, the
participants adopted a call to action (BMZ, Feb. 2007) stating that " ... strengthening
women's empowerment is not a women's issue, it is at the very core of development ...". On
17 April 2008 another high-level conference took place in Copenhagen on the Economic
Empowerment of Women (MDG 3 Call to Action), which discussed how to accelerate the
economic participation of women.
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The Sector Project Innovative Tools for
Private Sector Development produced an
assessment report on how German
implementing organisations handle the
theme of ‘equal opportunities or women
in private sector development’ on behalf
of the former BMZ Division 315 (now
300) in the course of 2007. The insights
derived from this report formed the
background for a workshop on gender
and sustainable economic development
held at BMZ on 27 June 2008, whose
results are summarised in Box 9.

On the basis of these agreements, it is
clear that there is still plenty of room for
improvement regarding the economic
participation of women and gender
equality.

4.2.2 Distribution of gender markers

There were four offers that still employed
the old F category:** Kyrgyzstan with FU,
Thailand with FR, and Peru and
Tanzania, originally also Benin, with FP.
In 2000 the OECD-DAC Gender Policy
Marker, also known as the G marker, was
introduced within German development
cooperation. Since October 2005 a
revised G marker has been in use.” All
offers were designed before 2005.

gtz

Box 9: Results of the workshop on gender and
sustainable economic development

"Equitable access by men and women and
participation in economic activity is not only a human
right, it is a basic prerequisite for the comprehensive
success of measures in the priority area of
sustainable economic development. It is a systemic
component of sustainable economic policy and thus
also a competition factor.

As in other areas of development cooperation, the
priority area sustainable economic development must
also bear in mind the dual concept of promoting
equal opportunites for men and women,
systematically and consistently. However, this is
frequently not implemented in project practice.

Each implementing organisation is asked to
incorporate a gender-differentiated data analysis into
its internal examination grids and to ensure
corresponding implementation in objectives and
indicators. Corresponding BMZ guidelines will be
drawn up in the course of the ongoing revision of the
gender classification.

Furthermore, the implementing organisations are
asked to exchange sectoral information (Which
gender-sensitive and gender-differentiated
approaches are practicable under which conditions?
What other economic arguments can be derived from
practical experience and included in the gender
dialogue? What can we learn from existing
approaches of other bilateral and multilateral
organisations?) and possibly organise joint training
courses in this field. The thematic team on gender
currently being set up at BMZ may offer a forum for
such exchanges.

The concrete steps to improve the internal
mainstreaming of the gender aspect should be
established within each implementing organisation
and coordinated with BMZ.

BMZ will ensure that the gender aspect is enshrined
in the new editions and revised versions of its
implementation-related policy documents.

This theme is to be anchored more firmly in the
political dialogue with partners in the field”.

Source: Letter from BMZ Division 300 on the minutes of

the workshop

"Gender and sustainable economic

development" held at BMZ on 27 June 2008, dated 21
July 2008.

=] (unspecific) meant that no effects were expected; FR (risk), implied that, apart from risks for women or their
non-consideration by the project/programme, the available information is insufficient. Cf. Guidelines on offers,

GTZ, Unit 04, 1999.
!5 Cf. Guidelines on Offers, p. 37ff.
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Figure 8: Gender marker distribution (N=17)

G-1
71%

Note: of the four projects/programmes classified according to the old marker, two were given the classification G-
0; two others were classed as FP and received the G-1 marker.

Figure 8 shows the distribution of the gender markers in the development measures. In none
of the projects/programmes is gender equality the 'main objective of the development
measure’, so none of them receive the G-2 marker. In 12 (71%) projects/programmes it is
presumed that deducible positive gender equality results will be generated. Five (29%)
projects/programmes were marked G-0, i.e. the development measure does not have the
potential to contribute to gender equality. These results are consistent with the assessment
on how German implementing organisations handle the theme of equal opportunities for
women in private sector development (2007, p. 24f.), which was mentioned earlier on.

Of the 17 projects/programmes, gender-differentiated statements on the target groups or
intermediaries were included in 10 offers. The theme was mentioned in the 'Context' section
in only two cases. Five offers contained gender-differentiated indicators, in six cases corre-
sponding statements were made under the 'methodological approach’, and in all 17 cases
statements were made in the section on 'socio-cultural results'.

4.2.3 Gender results in implementation

A much more important consideration than the above-mentioned formal requirements for
writing offers, however, is whether appropriate account was taken of the theme during actual
implementation of the development measures.

According to the evaluation reports, no gender analysis was performed in the 17 evaluated
projects/programmes. Where no such analyses exist, there are no means of honing aware-
ness of gender-specific issues, and no foundation for gender-differentiated design and moni-
toring (criticised in Guatemala 8§ 89, El Salvador § 194f., Benin § 86). This would appear es-
pecially important for a systemic approach.

Despite repeated instructions, some projects/programmes have consistently failed to conduct
a gender analysis and, as the next step, to take the required gender-specific measures. In
the case of Thailand, which was still classed as FR, the lack of such information and the
need to close this gap were pointed out both in the offers and the various reports (PPR 1999
etc.). According to the evaluation report, this deficit was not remedied during the entire pro-
ject term. Nor were any measures taken that were specifically geared to women. Only in the
selection of trainees was care taken to ensure that women received equal access. Forty-
seven percent of participants in the CEFE training courses were women.

However, due to the gender marker (from G-1), gender equality indicators are also required
in the offers. Gender equality is therefore frequently perceived as a quota issue. This means
that in some projects/programmes, activities are conducted for women without any system-
atic and strategic framework. The evaluation report on Benin includes the following criticism:
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"In all, the prevailing understanding of the gender issue would appear to be an instrumental
one, mainly related to the quantitative participation of women in training measures, without
taking into consideration qualitative factors such as women's rights and opportunities or the
political influence they exert" (cf. Benin 8 87).

In Mongolia, entirely different reasons were given for seeing no need for a gender-
differentiated target group analysis or measures to promote women. During implementation,
the project was confronted with the fact that women were sometimes over-represented, both
in the target group and as employees of the partner institutions and the project itself (cf.
Mongolia § 87f.). In view of the impending under-representation of men, the gender theme
acquired a different dimension. But men and women did derive equal benefit from the project
in that their distribution in the various training measures roughly corresponded to their repre-
sentation in the economic sectors (construction, timber, printing, leather, tourism,
wool/cashmere).

Similarly, in the other transition countries (Romania, Croatia, Georgia, Kyrgyzstan) no need
was initially seen to place priority on measures geared to women (cf. SEE § 304 f., Georgia
§ 88ff., Kyrgyzstan § 79f.). Nevertheless, it is established that women do participate in the
measures, especially via the selection of industrial sectors. Women are represented in these
sectors as employees or managers/entrepreneurs. The programme in Bosnia and Herzego-
vina was also found to address men and women to the same extent, and provide both with
equal benefit (cf. BiH p. 46f.). These examples from the transition countries indicate that the
selection of the promoted sectors is a key element for the economic participation of women
in the projects/programmes.

Although other projects/programmes were explicitly designed to contain measures to pro-
mote women, their implementation fell far short of expectations. Thus, women were sup-
posed to receive special support in the project in Benin, originally classed as FP and later as
G-1. At least 40% of the promoted participants were supposed to be women (cf. Benin, § 20,
27, 39). However, no analysis of the specific situation of women in the crafts industry was
conducted, nor were any plausible results chains established. And finally, neither were any
specific concepts or support measures developed and implemented (8§ 86). Deficits were also
identified in the programmes in El Salvador (cf. 194 ff.) and Guatemala (cf. § 89ff.), although
the evaluators did identify some measures specifically geared to women or some positive
effects on women.

According to the offer, the second implementation phase of the project in Morocco was to
focus "...on the fields of innovation, environment and gender ..." (cf. offer). A specific concept
was developed to promote female entrepreneurship (entreprenariat féminine) and to support
new women's professional associations (cf. Morocco § 98 f.). However, the evaluation report
criticises the fact that comparatively few funds were available to implement these measures
(cf. Morocco § 68).

The evaluation report on Morocco also criticises the fact that promotion is limited to female
entrepreneurship, a very narrow outlook. At the same time, though, the evaluation report
does not take account of several interventions by this and other projects/programmes in Mo-
rocco. There is another GTZ project in Morocco, Integration of the gender approach in Mo-
roccan economic and social policy, which conducted a gender audit on the situation of
women at work in several companies. Measures were also implemented by the then inde-
pendent German vocational training programme, which were not taken into account either.
This concerned itself in part quite explicitly with gender-specific training.*®

In other cases too, the evaluators did not adequately deal with the subject of gender equality.
Not all activities or documents were taken into consideration. In the case of Serbia, the
evaluation report made no mention of an international conference 'Business powered by

18 Cf. Evaluation d'impact socio-économique (genre) de la formation par apprentissage — (FPMT) by SaBiH
Chraibi and Susanne Bauer, GTZ, Dec. 2006.
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Women', held by the programme in Novi Sad in June 2007. This conference met with lively
interest and was attended by 600 international participants, male and female, from 17 coun-
tries. Owing to its considerable media presence, it had an impact on the role model of
women as entrepreneurs.

In the case of Nepal, no mention is made of income-generating measures such as honey
making, which was new territory for women and also involved them more strongly in the work
of associations. At the same time, the evaluation report on Nepal underlines the necessity of
empowering disadvantaged groups (in this case, women) so that they can participate in po-
litical and economic decisions within their own or mixed-gender associations. Although
women represent the majority of the workforce in some sectors of industry or product groups
(e.g. tea, papermaking, the production and processing of primary goods), the means of pro-
duction belong to men, the evaluation report states. Men are also said to dominate the rele-
vant professional associations (cf. Nepal § 168 ff.).

In other places it was established that the potential to promote economic equality has not yet
been harnessed. The project in South Africa did not adequately reflect the government's
gender equality policy, for example (cf. South Africa § 95).

Further anecdotal examples could be given here. In almost all cases it could be shown that
women derive benefit from the development measures via extended results chains. The
guestion of what is 'adequate' remains open to interpretation.

4.2.4 Conclusions - Recommendations

On the whole, the implementation practice established by the evaluation reports complies
with the assessment report mentioned above (2007). The requirements linked with the gen-
der markers G-1 and G-2, valid since October 2005, are so far given little consideration, and
none at all in the evaluated projects/programmes. These requirements are (i) aligning the
development measures with systemic gender equality impact and not just with target group
participation, (i) implementing a gender-specific analysis when preparing the development
measures, (iii) the contribution made by the given development measure/component to pro-
moting gender equality at objectives or indicator level is clearly emphasised (BMZ/GTZ/KfW
2006 p.9). A substantial discrepancy was established between development-policy claims
and actual implementation (implementation gap) (cf. assessment report 2007, p. 25, synthe-
sis report 2008, p. 2f.).

Most of the PSD projects/programmes are comprehensive and complex, and operate almost
exclusively at meso and macro (intermediary/policy) level. The distance between these and
the target groups is generally considerable. The target groups are almost exclusively
reached via the intermediaries, and thus via long results chains. Moreover, these pro-
jects/programmes usually address several development-policy activity areas and promote
various target groups (cf. projects/programmes in Guatemala, El Salvador, Morocco). How-
ever, they do contain target-group specific measures or bundles of measures that explicitly
serve to promote the economic participation of women or to improve their position, but these
measures are usually not as 'visible' due to the project/programme complexity. It is therefore
all the more important, as stated in the context of poverty reduction, to establish plausible
results chains with regard to gender equality too.

At the same time it was stated that the theme of gender equality is usually equated with
measures directed specifically at women or quotas (probably due to the indicators). It is
therefore mainly understood as an additional task.

The deficits in implementation in the field of promoting gender equality are known, and the
requirements for action were clarified at the BMZ workshop on gender and sustainable eco-
nomic development on 27 June 2008, if no