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The Federal Ministry for Economic Cooperation and
Development (BMZ) welcomes the report Evalua-
tion Synthesis — Private Sector Engagement submit-
ted by the German Institute for Development Evalu-
ation (DEval).

In recent years, the German government has been
attaching increasing importance to engaging with
the private sector. This has been based on the in-
sight that the key global challenges posed by cli-
mate change, displacement and poverty cannot be
met from public resources alone. The important
role of the private sector for the achievement of the
Sustainable Development Goals was already high-
lighted when the Addis Ababa Action Agenda was
adopted in 2015. At the time, proposals were also
made regarding development-oriented private sec-
tor involvement, ranging from more traditional pri-
vate sector development instruments such as access
to financial services and loans, and efforts to stabi-
lize financial markets, all the way to increased coop-
eration between providers of public funding and pri-
vate investors. Two areas are particularly important
in this regard: blended finance and joint project im-
plementation on the basis of public-private partner-
ships. In view of the fact that according to UN esti-
mates, global investment requirements amount to
more than 5 trillion US dollars a year, and only a
fraction of that amount is provided through ODA
(2020: 161 billion US dollars), there is no alternative
to increased private sector engagement if the coun-
tries in the Global South are to experience develop-
mentally beneficial economic development.

Sustained private sector engagement that delivers
for development provides an opportunity to assist
countries — especially countries with weak econo-
mies but good foundations for economic develop-
ment — in meeting the said challenges and, thus, to
contribute to the achievement of the Sustainable

Development Goals (SDGs) and the goals of the
Paris Agreement.

Accordingly, sustainable economic development is a
key topic in the BMZ's bilateral cooperation with
most of its partner countries. This is also evident if
one looks specifically at the field of private sector
engagement. In the last four years alone, the
budget funding available for this have been more
than doubled, reaching 267 million euros (in 2021).

Relevance of the findings

In its evaluation synthesis, DEval has compiled avail-
able national and international evidence and pro-
vided an overview of the achievements and chal-
lenges in the field of private sector engagement
shown by that evidence. The report finds that, so
far, there have only been evaluations and studies of
individual projects and instruments to determine
the degree to which the goals of private sector en-
gagement have been reached. The limitations aris-
ing from this evidence base inevitably have implica-
tions for the evidential value of the findings. With
this background in view, the report provides valua-
ble suggestions regarding the further development
of the portfolio and of the available evidence for
various forms of public-private cooperation both in
the national and the international context.

In its report, DEval shows that private sector en-
gagement leads to many positive effects — not only
the mobilization of private capital through the de-
ployment of public funds but also effects for the fi-
nancial sustainability of investments, and the gener-
ation and/or transfer of knowledge. The report also
finds that companies' portfolios have become more
development oriented and more attention has been
given to environmental and climate aspects. Another



aspect which should be highlighted is the training
that is provided for the workers that are needed
within the company in question and in the labor
market in the surrounding region. Such training
plays an important role for long-term stable eco-
nomic development in our partner countries.

The report makes recommendations with regard to
reviewing cooperation approaches and highlights in-
tended as well as unintended impacts of the instru-
ments used for private sector engagement. The re-
port states that there is potential for the work of
the BMZ and its implementing organizations in de-
fining indicators and common goals, measuring and
assessing impacts and additionality, and identifying
projects that fall under private sector engagement.

Conclusions

The BMZ draws the following conclusions from the
recommendations put forward in the Evaluation
Synthesis:

1. Improving impact assessment at various levels is
an important goal. In August 2020, the BMZ en-
acted a rule according to which implementing or-
ganizations have to use even more stringent and
more specific quality standards for indicators. In
parallel, efforts are under way, among other
things, to develop a suitable impact framework
for private sector engagement.

2. The BMZ welcomes the recommendation of
DEval to broaden the identification of private
sector engagement projects and instruments be-
yond the level at which they are currently rec-
orded, and it will examine the feasibility of im-
provements.

3. DEval has recommended that financial and de-
velopmental additionality be reviewed more sys-
tematically. The BMZ is already taking this point
very seriously. The Ministry generally seeks to
ensure that, as part of its private sector engage-
ment, it will not support any projects which the
enterprise would also have undertaken in the ab-
sence of government funding (subsidiarity). This
means that plausible reasons have to be pre-
sented why a project merits support and what
developmental impacts it is intended to achieve,
for instance with regard to job creation, transfer

of knowledge and technology, improvement of
environmental and social standards and of the
legal and business environment, and impacts on
the environment, climate, and biodiversity. An-
other example is projects involving structured
funds, for which additionality always has to be
reviewed as part of the project appraisal. The
BMZ will examine how to give even greater at-
tention to additionality in the future. A reasona-
ble balance between the extra effort involved
and the extra insights gained must be ensured.

. Defining common goals and reviewing whether

they have been achieved is a standard part of
BMZ project support. Development goals
adopted by the BMZ, especially the global reali-
zation of human rights, the eradication of hunger
and poverty, climate action and biodiversity con-
servation, health and education, gender equality,
fair supply chains, and utilization of digital tech-
nology and technology transfer, are often also in
the interest of businesses, as the achievement of
these goals helps to make their investments on
the ground more secure. The BMZ has also cre-
ated tools for pursuing specific goals together
with the private sector on a long-term basis.
These tools can also involve other forms of sup-
port than funding. For funds, there are invest-
ment guidelines that focus on developmental
goals. Typically, private investors join at a later
point, accepting the structures and developmen-
tal goals that have already been put in place.

Private sector engagement has traditionally been
a very important part of development coopera-
tion and has to dynamically adapt to changing
conditions. The initial investment needed to cre-
ate new cooperation formats is indispensable
and may in some cases only be recovered in the
long term. While it is the BMZ's desire and prac-
tice to engage in longer-term cooperation, the
Ministry seeks to support additional private sec-
tor activities on a pilot basis when companies be-
come involved in a difficult and/or unfamiliar en-
vironment. After such a pilot phase, the idea is
for the private sector activities to generate eco-
nomic and social benefits without continued
public support.
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