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A life free from poverty, fear and environmental destruction –

this is the vision to which the representatives of all United Nations

member states committed themselves at the September 2000 Millen-

nium Summit in New York.

The German federal government has established Germany’s

contribution to the fight against poverty in a binding manner with 

the Action Programme 2015: Poverty reduction is the supreme

objective of Germany’s development cooperation. 

To meet this objective we must focus our commitment and our

funds where they have the greatest developmental impact. Consistent

reviews of the outcome of our activities are an indispensable pre-

requisite for enhancing the effectiveness of our work. I congratulate

KfW Entwicklungsbank for playing a pioneer role in this area by per-

forming in-depth, systematic ex-post evaluations of all projects.

The success rate of 74 %, as it is concluded in the report, can 

be considered a very good result. Of course, it hurts when a project

ultimately has to be rated as having an inadequate development

impact. But all those who work in development cooperation know that

these are complex undertakings which are often carried out under very

difficult conditions and so are fraught with high risks. Our assistance

is not needed for easy tasks under favourable circumstances. Together

with our partners we take care of the difficult cases. This is our devel-

opment mission. It becomes particularly clear when we take a closer

look at projects designed to combat HIV/AIDS. Promising approaches

have been devised in spite of the known difficult circumstances, and

this deserves particular credit. The next step is to apply the positive

experience gained to all future projects in this area.

I encourage KfW Entwicklungsbank to continue treating the

results of the evaluations as openly and constructively as it has 

done in the present Eighth Evaluation Report and thereby to con-

tribute towards systematically increasing the effectiveness of our

cooperation.

Heidemarie Wieczorek-Zeul, 

Federal Minister for Economic Cooperation and Development
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FOREWORD.

In the past years the international debate on development

cooperation has increasingly focused on the development impacts.

This trend is apparent in the definition of the “Millennium Develop-

ment Goals”, among others.

Along with this trend, it has also become increasingly necessary

to measure the success of international development cooperation on

the basis of specific impacts. In this regard KfW Entwicklungsbank can

draw on many years of experience. Already since the mid-1980s,

specific targets and indicators have been defined for all projects and

programmes financed under German Financial Cooperation. Several

years after the completion of a project the independent evaluation

unit of KfW Entwicklungsbank looks at exactly these targets and

indicators to ascertain whether the expected impacts have occurred. 

KfW Entwicklungsbank applies high standards to the develop-

mental effectiveness of projects and programmes and is considered

exemplary for its evaluation practice in the international context as

well. But we should not rest content with what we have reached. 

New strategies and instruments of cooperation, such as policy-based

lending, also pose new challenges for the evaluation. The continuing

development of evaluation methods is a permanent task!

In the present report we would like to summarise the results of

the ex-post evaluations performed in the years 2002 and 2003 and

give you a deeper insight into the work of our independent evaluation

unit. Our essay this time details the general experience we have

gathered from the evaluation of social marketing programmes for

HIV/AIDS prevention, and we want to illustrate how our performance

criteria are applied in practice on the basis of numerous project exam-

ples.

I hope you find our Eighth Evaluation Report informative and a

good read.

Wolfgang Kroh

Board of Managing Directors 

KfW Bankengruppe

Wolfgang Kroh
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Around three-quarters of all Financial Cooperation (FC)

projects and programmes financed by KfW Entwicklungsbank

are successful. Measured by the volume of funds invested, this

even applies to almost four-fifths. These are the main results

of the present KfW Evaluation Report on the development

projects and programmes subjected to an ex-post evaluation

in the years 2002 and 2003. These results are slightly above

the average success rates of the past 15 years.

KfW Entwicklungsbank finances Financial Cooperation

projects and programmes on behalf of the German Ministry

for Economic Cooperation and Development (BMZ), in

appropriate cases adding KfW funds to the federal budget

funds. As a general rule, all FC projects and programmes 

are subjected to an in-depth, usually on-site ex-post

evaluation roughly three to five years after completion of the

investment phase. This serves the purpose of reviewing

whether the financed measures have a sustainable devel-

opment impact. It also enables us to draw lessons from posi-

tive and negative experience which we then apply to new

projects. In order to promote this “institutional learning”

within KfW Entwicklungsbank and to make it easier to deal

honestly with the strengths and weaknesses of the projects

and programmes, these evaluations are performed by an

independent in-house evaluation unit which reports directly

to the responsible KfW management board member.

In the years 2002 and 2003 a total of 127 FC projects

and programmes in 53 countries were evaluated. The total

cost of these projects amounted to EUR 2,475 million, of

which EUR 1,218 million were provided from the federal

budget. These budget funds were complemented by KfW

funds totalling EUR 272 million. Most of the operations

evaluated in the period under review were initiated between

1992 and 1996.

FC development projects and programmes are not

conceived to maximise profits, but are usually designed for

overcoming poverty and serious development obstacles. They

are usually implemented in a complex socio-cultural environ-

ment and under difficult political and economic conditions.

Under these circumstances a success rate of 74 % (by num-

ber) and 78 % (by volume) is a very good result. However, it is

important to bear in mind that success rates are subject to

random fluctuations over time.

The report contains a detailed essay on the evaluation

results of social marketing programmes for the prevention of

the immune disorder HIV/AIDS. HIV/AIDS has spread very

rapidly on the African continent in the past 15 years and 

in many places has destroyed development gains already

achieved. In several countries with high HIV infection rates

the average life expectancy is even declining.

SUMMARY.



The term “social marketing” refers to the use of com-

mercial marketing strategies to achieve social objectives. 

With regard to HIV/AIDS, this approach includes spreading

awareness and education messages (abstain, be faithful and

condomise). At the same time, the programmes aim to pro-

mote the availability of condoms, which are scarce in many

areas, through the use of existing private distribution

channels (kiosks, pharmacies, street vendors). In order to

increase their acceptance and to reach out to the poorer

population as well, condoms are sold at particularly low

prices. Economically, subsidising prevention is far more cost-

efficient than the treatment of infection. HIV/AIDS awareness

as a merit good is also being subsidised with public funds in

many industrialised countries (like the “Condoms are Free”

campaign of the UK Department of Health).

The present Evaluation Report covers ten social

marketing programmes in seven countries in Africa (Burkina

Faso, Malawi, Rwanda, Uganda) and Asia (Indonesia, Pakistan,

The Philippines). They followed a standardised basic concept

that was adjusted to the specific circumstances of the

individual countries (culture, distribution channels, target

groups etc.). 

The main results of the evaluations can be summarised

as follows: All ten programmes were rated successful, but 

they all had different strengths and weaknesses. A project is

considered as successful if the target groups live by the

educational message over a reasonable period of time and

change their behaviour accordingly. This was demonstrated

by various behavioural studies. With regard to the sale of

condoms, in none of these countries was it possible to achieve

full cost recovery from sales proceeds because of high

distribution costs and the limited purchasing power of 

the target groups. In the Asian countries with a high popula-

tion density the cost recovery ratio tends to be higher than 

in many sparsely populated African countries. Involving the

private sector in the sale of condoms has proven to be an

efficient way of minimising costs. In all programmes the

awareness and education campaigns were financed almost

completely from donor funds. Social marketing programmes

can work best when they are integrated into a broad range of

HIV/AIDS prevention measures and when there is consensus

throughout society on the great importance of combating

HIV/AIDS.

The last section of the Evaluation Report illustrates

differences in the development impact and rating of FC

projects on the basis of current project examples from various

sectors. The appendix contains a list of all 127 FC projects

evaluated in the years 2002 and 2003, broken down by sector

and with individual performance ratings. It also includes an

explanation of the performance evaluation criteria and the

performance.
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1. OVERALL EVALUATION.

EVALUATION IN FC.

In FC all projects are subject to a final evaluation of

their developmental effectiveness approximately three

to five years after the start of operations (ex-post

evaluation). The key criteria of the evaluation are 

the project’s significance/relevance, its effectiveness

and its efficiency. This comprises the assessment of all

desired and undesired project impacts relevant to

success, such as micro and macroeconomic, socio-

economic and cultural, poverty-related, ecological as

well as gender-specific effects. Usually the ex-post

evaluation is conducted on site in the developing

country. Every two years we summarize the results of

the individual ex-post evaluations in one evaluation

report. The present report contains the results of the

projects which were subject to a final evaluation in 

the years 2002 and 2003. 

SURVEY: OVERALL PERFORMANCE.

How successful is German Financial Cooperation (FC)?

What impact does it have on the people in the developing

countries? What contribution does it make to develop the

economic and social infrastructure and the financial sector 

in the developing countries? Does FC contribute to reducing

poverty? What conclusions can we and our partners draw

from the cooperation so far and what can we learn for 

the future? How do we ensure that positive experiences will

benefit other projects and that negative experiences will not

be repeated? These questions are the focus of the work of the

independent FC evaluation unit of KfW Entwicklungsbank

(KfW development bank). The unit started work in September

2000 and is today solely responsible for the final performance

review (ex-post evaluation) of all FC projects.  

The final evaluation focuses on a qualified target/actual

comparison between the objectives aimed at upon project

appraisal and the results actually achieved at the time of the

final evaluation. The examination of the proper use of funds

is part of the final evaluation in order to account for the use

of German taxpayers’ money. Moreover, we are very much

interested in knowing the lessons to be learnt from the

projects evaluated for the implementation of similar projects

in the future. This also includes experiences gathered from

cooperation with other donors and experiences that are

relevant for the further development of sectoral, regional 

or thematic promotional concepts and their practical

implementation. 

The evaluation of the developmental success of a fi-

nanced project is based on the impacts the projects actually 

had at the time of the final evaluation and those to 

be realistically expected in the future. Though most of the

decisions to promote the projects subject to final evaluation

in the period under review were taken between 1992 and

1996, our evaluation is made on the basis of the technical

requirements and standards applicable today.  

The developmental effectiveness of the projects is

assessed on the basis of a 6-category rating scale, which

ranges from 1 (“very good and good developmental effec-

tiveness”) to 6 (“total failure”). Projects assigned to categories

1 to 3 are considered successful. Measured by current stand-

ards these projects have long-term positive developmental

impacts. Projects assigned to categories 4 to 6 are considered

not successful. They do not fully meet the minimum per-

formance standards on developmental effectiveness or even

show serious sustainability risks. The performance rating

criteria and the different rating categories are shown in the

Appendix.

Of 127 FC projects evaluated in the years 2002 and
2003, 94 (74 %) were assigned to categories 1 to 3 and,
thus, were rated as developmentally successful. Measured
by funds invested, even 78 % of the projects were success-
ful. Thus, 78 cents of every euro invested were spent on
projects with significant developmental impacts. 
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When looking at the good overall result one also has to

take into consideration that we do our work under very

demanding and difficult conditions. In the period under

review the success rate was once again above the long-term

average of 71 % (in terms of the number of projects) or 72 %

(in terms of volume of funds). We consider the results 

of the final evaluations of the years 2002 and 2003 as a

confirmation of a stable level of positive results achieved 

over many years. In our view, the slightly positive deviation

from the long-term average is due to the sampling and is

within the natural fluctuation range of results for the last 

few years (Chart 1).

The projects were assigned to the following rating

categories: nine projects were rated in category 1 and are

examples of best practice. Overall, more than one third of 

all projects were rated in categories 1 and 2 (very good to

sufficient). The projects in category 2 accounted for a major

share of the volume of funds (just under 41 %). The largest

number of projects (48) was assigned to category 3 (suf-

ficient). The impact of projects rated in this category is 

clearly positive, but there are also noticeable weaknesses.

18 % (in terms of number) and 14 % (in terms of volume of

funds) of projects were rated in category 4. These projects

slightly fail to meet the minimum performance standards for

1988/89 1990/91 1992/93 1994/95 1996/97 1998/99 2000/01 2002/03

100

50

0

Successful (number of projects) Successful (volume of funds)

Tanzania - Social services of the churches/education.

CHART 1: SUCCESS RATES FOR THE YEARS 1988–2003.
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developmental effectiveness. The developmental effective-

ness of ten projects was clearly insufficient (category 5). This

corresponds to 8 % of the projects evaluated and of the

volume of funds. None of the projects evaluated in the period

under review was a total failure (category 6). 

CHARACTERISATION OF 

PROJECTS EVALUATED IN 2002/03.

As final evaluations are not usually conducted until

three to five years after the conclusion of a project, the

projects evaluated in the years 2002 and 2003 do not repre-

sent the portfolio of FC projects that are currently being

implemented or prepared. Thus, the change in the devel-

opmental orientation of FC over the last few years – the main

items to be mentioned here are the focus on priority coun-

tries and partner countries as well as priority sectors – will 

be reflected only when future projects are evaluated. 

OVERALL DEVELOPMENTAL RESULT FOR THE YEARS 2002/03.

Performance Rating Number of projects FC volume in EUR million
absolute in % absolute in %

Very good and good 1 9 7.1 56.4 4.6

Satisfactory 2 37 29.1 498.6 40.9

Overall sufficent 3 48 37.8 400.5 32.9

Successful 1–3 94 74.0 955.5 78.4

Overall slightly insufficient, 
despite positive impact 4 23 18.1 171.2 14.1

Insufficient 5 10 7.9 91.6 7.5

Failure 6 0 0.0 0.0 0.0

Not successful 4–6 33 26.0 262.8 21.6

Total 1–6 127 100.0 1,218.3 100.0

The 127 projects evaluated in the years 2002 and 2003

comprise 47 projects and programmes in the area of social

infrastructure, 34 projects in economic infrastructure, four

projects involving environmental and resource protection,

nine projects in the manufacturing industry, 26 projects in the

financial sector and seven structural and sector adjustment

programmes. The project list in the Appendix gives an over-

view of all projects and their respective performance rating

(see page 52ff).

Funds totalling EUR 1,218 million were provided 

from the German federal budget for the 127 projects in 

53 countries. 39 % of these budget funds were extended as

non-repayable grants and 61% as preferential loans. 

KfW Entwicklungsbank (KfW development bank)

supplemented these budget funds with own funds in the

amount of EUR 272 million, making a substantial contri-

bution to expanding the financing opportunities beyond the

volume of budget funds. 
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y Health and education, other

y Water and waste management

y Financial sector

y Transport

y Energy

y Communications

y Manufacturing and raw materials

y Agriculture and forestry, fishery

y Environmental protection and resource conservation

y Multisector

Number of projects in %

17 %

20 %

20 %

18 %

7 %

2 %
4 %

3 %
3 %

6 %

FC funds in %

9 %

31 %

12 %
15 %

11 %

1 %
6 %

6 %

2 %
7 %

y Sub-Saharan Africa

y North Africa/Middle East

y Asia

y Latin America and the Caribbean

y Europe

Number of projects in % FC funds in %

44 %

18 %

7 %

17 %

14 %

13 %

32  %

18 %

14 %

23 %

7 %

13 %

32  %

18 %

14 %

23 %

CHART 2: 

SECTORAL DISTRIBUTION OF THE PROJECTS COVERED BY THE EIGHTH EVALUATION REPORT.

CHART 3: 

REGIONAL DISTRIBUTION OF THE PROJECTS COVERED BY THE EIGHTH EVALUATION REPORT.



The total cost of all projects promoted was EUR 2,475

million, 40 % of which were provided by our partners. 60 % 

of the costs were financed from German budget funds and

own funds of KfW Entwicklungsbank. On average, budget

funds and KfW Entwicklungsbank funds of EUR 11.7 million

were available per project. The two smallest projects were

refinancing lines of EUR 1.0 million each extended to two

development banks in Sri Lanka for the financing of micro

enterprises and business start-ups. The largest project was 

the Ankara central wastewater treatment plant in Turkey, for

which budget funds of EUR 84.4 million and funds of 

KfW Entwicklungsbank of EUR 23.0 million were provided. 
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SUCCESSFUL – NOT SUCCESSFUL?

The dividing line between success and failure runs be-

tween the rating categories 3 and 4. Overall, a project

assigned to category 4 slightly fails to meet minimum

performance standards for developmental effective-

ness and, thus, is classified as not successful. This may

be due to the fact that several performance criteria

have been slightly missed, or that there is a major

deficiency in respect of one criterion (with an other-

wise positive assessment).

An example: A project in the financial sector has contri-

buted to improving the credit supply of the rural popu-

lation, which previously did not have access to financial

services. The borrowers have invested the funds in

income-generating measures (for instance, they pur-

chased animals or planted fruit trees or other useful

plants) and generated proceeds (for instance, from the

sale of harvests). However, as the bank involved does not

adequately monitor the loans and, for social reasons,

does not consistently insist on the repayment of loans,

the FC funds provided are declining. The project clearly

has positive effects on the real economy: the farmers

can expand their production and generate income.

However, in the long term the bank will lose equity and,

in consequence, its financing potential. Thus, the finan-

cial sustainability of the bank is not given. Due to the

inherent sustainability risks for the bank, and despite

the undeniable positive effects on the real economy 

we classify such a project as not successful. 

China – Refuse disposal in Beijing.



Most of the projects (56 %) had been appraised by 

KfW Entwicklungsbank between 1992 and 1996. The appraisal

of the longest-running project of the sample (Mauritania:

Ferries and Landing Piers Rosso) was conducted in May 1973,

while the most recent project was appraised in June 2000

(Kosovo: Small Lending Programme Micro Enterprise Bank II).

43 projects (34 %) were accompanied by additional

personnel support measures, especially in the field of opera-

tional and management consulting and training of the

project-executing agency’s staff. This helps to increase our

partners’ efficiency and to ensure the sustainable operation

of the investments.

54 of the evaluated projects (43 %) directly or indirectly

serve target group-oriented poverty reduction. Such proj-

ects include basic water and sanitation programmes offer-

ing access to clean drinking water and sanitation to poor 

sections of the population, or microcredit programmes offer-

ing them for the first time access to loans and the possibility

to build up savings. Other projects involve low-cost housing

programmes for the poor. 

73 of the evaluated projects (57 %) had a general
developmental orientation or served structural poverty
reduction. This includes, for instance, measures to strengthen

the social infrastructure, such as the renovation, modern-

isation and enlargement of hospitals in Chile or HIV/AIDS

prevention in Indonesia, but also measures to strengthen the

economic infrastructure, such as the improvement of power

supply in Central Chaco in Paraguay, the expansion of Walvis

Bay commercial port in Namibia or the provision of radio

equipment for the railways in Cameroon. 

Improving the social and economic situation of women
was a major objective of roughly one third of the projects 

(43). This includes projects aimed at reducing disadvantages for

girls in education, or programmes to promote entrepreneurial

activities of women by providing access to loans as well as pro-

grammes to open up access to family planning for women. 

14 projects (11%) were financed together with other

development institutions (cofinancings). This type of financ-

ing is usually chosen for projects involving a larger invest-

ment volume, for instance power plants or erosion control

measures. Cofinanced projects proved to be extremely

successful: of the 14 projects, 13 or 93 % were classified as

successful. At the multilateral level KfW Entwicklungsbank

worked together mainly with the World Bank and regional

development banks (see also: “Project Examples”, Kapichira

Hydropower Plant in Malawi).

As regards bilateral cooperation, the GTZ (Gesellschaft

für Technische Zusammenarbeit) was the most important

cooperation partner of KfW Entwicklungsbank. Together, the

two institutions implemented 14 FC/TC cooperative projects,
under which KfW Entwicklungsbank finances investment

measures and GTZ provides consulting measures to strengthen

the project-executing agency. Joint FC/TC projects are usually

very complex and require the use of different instruments.

Almost two thirds of the 14 cooperative projects were

successful. 
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Mali – Support for primary schools.
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OVERALL PERFORMANCE BY SECTOR – NUMBER OF PROJECTS.

Evaluation Reports 1–7 (1988–2001) Eighth Evaluation Report (2002/2003)
Number of projects Number of projects

Sector Total Successful in % Total Successful in %

Multisector 67 57 85 7 7 100

Environmental protection and 
resource conservation 10 7 70 4 4 100

Education and health 103 93 90 22 18 82

Water and waste management 170 112 66 25 20 80

Financial sector 100 71 71 26 19 73

Transport 268 180 67 23 16 70

Energy 188 152 81 9 6 67

Communications 47 43 91 2 1 50

Manufacturing and raw materials 89 44 49 5 2 40

Agriculture and forestry, 
fishery 135 81 60 4 1 25

Overall result 1,177 840 71 127 94 74

OVERALL PERFORMANCE BY SECTOR – FC VOLUME.

Evaluation Reports 1–7 (1988–2001) Eighth Evaluation Report (2002/2003)
FC volume in EUR million FC volume in EUR million

Sector Total Successful in % Total Successful in %

Multisector 742 640 86 90 90 100

Environmental protection and 
resource conservation 81 64 79 26 26 100

Water and waste management 1,367 859 63 370 334 90

Education and health 988 923 93 106 90 85

Transport 3,058 1,990 65 184 149 81

Manufacturing and raw materials 1,705 821 48 78 56 72

Energy 4,396 3,601 82 131 91 70

Financial sector 928 684 74 143 85 59

Agriculture and forestry, 
fishery 1,613 988 61 74 31 42

Communications 608 578 95 16 3 22

Overall result 15,486 11,148 72 1,218 955 78



OVERALL PERFORMANCE BY SECTOR.

Measured by the number of projects, the final evalua-

tions conducted in the years 2002 and 2003 focused on the

sectors of education and health, water and waste manage-

ment, transport and the financial sector (Chart 2). More than

20 final evaluations were conducted in each of these four sec-

tors. Measured by the number of projects, the success rates

ranged from 70 % to 82 %. The sectors of health and educa-

tion (82 %) and water and waste management (80 %) were

extraordinarily successful, while the success of projects in 

the financial (73 %) and transport (70 %) sectors was average.

The number of final evaluations conducted in the period

under review in the other sectors was too low to produce

meaningful success rates.

OVERALL PERFORMANCE BY REGION

In regional terms most final evaluations were con-

ducted in sub-Saharan Africa, where the largest number of

current FC projects is being implemented. In terms of total

numbers, Asia, Latin America, Europe and North Africa/Middle

East follow at a substantial distance. In terms of funds, sub-

Saharan Africa is clearly in front followed, by a wide margin,

by Europe and Asia (Chart 3). 

Niger – Erosion control in Tahoua and Tillabéry.
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In the evaluation period 2002/2003 Europe accounted

for the largest share of successful projects. In terms of total

numbers, 83 % of projects were successful and in terms of

volume of funds, the figure was even 93 %. The comparably

high FC volume for projects in Europe is due to some large-

volume projects especially in Turkey, for instance the Ankara

Central Treatment and Biogas Plant, which is described in

more detail in the chapter “Project Examples”.

15

Cambodia – ACLEDA – Promotion of small enterprises.

SUCCESSFUL PROJECTS BY REGION.

OVERALL PERFORMANCE BY REGION – NUMBER OF PROJECTS.

Evaluation Reports 1–7 (1988–2001) Eighth Evaluation Report (2002/2003)
Number of projects Number of projects

Region Total Successful in % Total Successful in %

North Africa/Middle East 118 62 53 9 6 67

Sub-Saharan Africa 537 367 68 56 45 80

Asia 341 270 79 23 13 57

Europe 63 47 75 18 15 83

Latin America/Caribbean 118 94 80 21 15 71

Overall result 1,177 840 71 127 94 74

OVERALL PERFORMANCE BY REGION – FC VOLUME.

Evaluation Reports 1–7 (1988–2001) Eighth Evaluation Report (2002/2003)
FC volume in EUR million FC volume in EUR million

Region Total Successful in % Total Successful in %

North Africa/Middle East 2,417 1,407 58 156 101 65

Sub-Saharan Africa 4,165 2,590 62 393 325 83

Asia 6,270 5,253 84 218 136 62

Europe 1,384 868 63 279 259 93

Latin America/Caribbean 1,250 1,030 82 172 134 78

Overall result 15,486 11,148 72 1,218 955 78



In the period under review, the success rate for Asia was

below average, both in terms of number of projects (57 %)

and volume of funds (62 %). This is due to several negatively

rated projects, for instance development bank projects in

India and Vietnam, a railway project in Sri Lanka and a 

power project in Indonesia. Project failures in the transform-

ing countries of Uzbekistan and Kazakhstan also marred the

picture. The failed dairy farming programme in Uzbekistan is

presented in the chapter ”Project Examples” as an example.

With success rates of 71% (number) and 78 % 

(volume of funds) Latin America is roughly in the average

range of all final evaluations. 

The sample for North Africa and the Middle East is too

small to produce a meaningful regional success rate. 

OUTLOOK

The comparison of sectoral and regional success rates 

is only possible to a limited extent with regard to both the

present evaluation report and also earlier evaluation reports.

In some cases the samples are too few to produce stable 

and meaningful success rates. In addition, intersectoral com-

parison is difficult due to the fact that the differentiation of

evaluation criteria for the sectors and areas of promotion

varies greatly. Usually, exact calculations of the financial rate

of return and the economic rate of return are possible for

projects in the field of economic infrastructure (energy, trans-

port and communication) or in the financial sector. But for

social infrastructure projects (health, education etc.) such

calculations are far more complex or are not possible at all.

For instance, what is the “benefit” or the “return” of a saved

life or an adequate basic education? Surrogate indicators,

such as “life income” obviously do not offer a satisfactory

solution. Frequently, the impacts produced in these sectors

cannot be measured exactly and the return cannot be

expressed in euro and cent, so one has to rely much more on

16

Pakistan - Northern Areas Primary Health Care Programme.

56 final evaluations were conducted in sub-Saharan
Africa. 45 of these 56 projects were classified as successful

(80 %). In terms of volume of funds, even 83 % of projects 

in this region were successful. However, the sample is not

representative for the whole of sub-Saharan Africa since it

contains an above-average number of projects in countries

with relatively high political stability and a high willingness

to introduce reforms, for instance Namibia, Botswana and

Tanzania. 
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estimates, plausibility considerations and sometimes even

value judgements. Since it is difficult to quantify the benefit, 

procedures to achieve the expected benefit at minimum 

cost (e.g. levelized unit cost calculation) are used rather than

cost/benefit analyses.

In order to increase the transparency of the evaluation

and to ensure the intersectoral comparability of FC proj-

ects, the FC evaluation unit has made some fundamental

considerations on how to operationalise sustainability in 
FC projects (published as Discussion Paper no. 33 in the 

online library of KfW Entwicklungsbank). On the basis of 

this position paper and in cooperation with the sector 

and policy divisions of the regional departments, target

criteria for sector-specific sustainability are currently being

developed. 

In the future, the appraisal of new projects will also 

be based on these general and sector-specific sustainability

criteria. This is to ensure that the lessons learnt from the 

ex-post evaluation will be immediately taken into account in

the ongoing project work. The FC evaluation unit is also

represented on the newly established “quality panel”, which

considers and discusses the concepts of interesting new

projects, in order to contribute positive and negative

experiences gained from the final evaluations in the prepara-

tion of new projects.

The even more intensive focus during the preparation

and appraisal of new projects on questions of sustainability 

is an important prerequisite to ensure continuously good

success rates of Financial Cooperation projects. Sustainable

projects with model character are an indispensable contri-

bution for our partners to achieve the goals of the Action 

Plan 2015 (“Millennium Development Goals”), which describe

the current global development policy consensus. 

On the homepage of KfW Entwicklungsbank (section “Evaluation”) we provide brief versions of all ex-post evaluations.

There you will also find the evaluation reports of the last few years, a list of currently planned final evaluations, papers

on the sustainability of FC projects and a lot more: www.kfw-entwicklungsbank.de/EN/Evaluierung

Syria - Agricultural development in Ghab.
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WHY IS HIV/AIDS AN IMPORTANT

DEVELOPMENT-POLICY TOPIC?

During the past 15 years the immune deficiency

disorder HIV/AIDS has become a major obstacle to develop-

ment that goes far beyond the human tragedy of individual

fate. At the end of 2003, worldwide around 40 million people

were infected with HIV/AIDS, and three million of them were

children younger than 15 years of age. 95 % of those infect-

ed live in developing countries, alone 70 % in sub-Saharan

Africa. The infection rates in many countries in sub-Saharan

Africa range between 20 % and 40 % (in comparison: 0.1% in

Germany). This has catastrophic social and economic impacts.

Many development successes of the past decades such as

more education, better health care and higher agricultural

yields are destroyed. In numerous countries life expectancy

dropped drastically in the past 15 years, e.g. from 62 to 46

years in South Africa. 

Poverty, ignorance about modes of transmission and

possibilities of prevention as well as risky sexual conduct such

as frequently changing partners and unprotected intercourse

are key factors that enable the immune disease (“pandemic”)

to continue spreading on a broad front. Unlike western

industrialised countries, in Africa HIV is most frequently

transmitted via heterosexual intercourse. Apart from risk

groups such as prostitutes, long-distance lorry drivers and 

soldiers, young women in urban areas are affected to a high

degree.

Against this backdrop the prevention of HIV/AIDS 

has become a priority of development policy. At a summit

meeting in September 2000 the United Nations adopted the

Millennium Development Goals, which currently represent

the crux of the international development-policy value

consensus. Alone three of the eight goals are dedicated to

improving health. The objective is to stop the further spread

2. FOCUS: HIV/AIDS-PREVENTION THROUGH 
SOCIAL MARKETING. 

Private distribution channels for condoms and NGOs play a key role in HIV/AIDS prevention through social marketing.
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of HIV/AIDS and to reverse the trend by 2015. The German

federal government is also committed to these goals. To this

end, in the past few years German development cooper-

ation continually increased its activities to fight HIV/AIDS.

KfW Entwicklungsbank is one of the largest financiers of

HIV/AIDS prevention programmes in Africa and Asia. Yet this

is a relatively new promotional area of German Financial

Cooperation (FC): the first projects were launched in the early

1990s. A growing number of these programmes are now in the

final evaluation phase. In view of the increasing importance

of HIV/AIDS prevention in German and international devel-

opment cooperation, this chapter is dedicated solely to the

topic of HIV/AIDS and takes a closer look at previous concepts,

experiences and lessons learnt. 

Prevention and treatment are the two main elements 

of HIV/AIDS prevention policy, with treatment having been

added to the catalogue of development-policy measures on 

a broad scale only 1-2 years ago. From a very early stage 

the commitments by the German federal government and 

KfW Entwicklungsbank focused on HIV prevention, which is

comparatively inexpensive and efficient, on the basis of 

the idea that new infections can best be avoided by applying

the “ABCs of prevention”: A for abstinence, B for being

faithful to one’s partner and C for condom use. In 1993 

KfW Entwicklungsbank launched its first HIV prevention

programme in Burkina Faso in which it applied the approach

of social marketing of condoms (see also following section).

Today it is financing such social marketing projects in 26

countries for a financing volume of approx. EUR 273 million.

HIV/AIDS prevention is since being considered as an over-

arching task: for every new project its possible impacts 

on the epidemic are examined, as are the effects of the

epidemic on the project. Thus, in large infrastructure projects

such as road construction in Ghana or the construction of the

hydropower plant in Nepal HIV/AIDS sensitisation measures

are now being carried out for the local population and 

the construction workers, who live in camps separated from

their families for months at a time.

In Germany the awareness campaign “Don’t give AIDS

a chance” was launched by the German federal agency

for health education (Bundeszentrale für gesundheit-

liche Aufklärung) at the end of the 1980s. Under this

campaign the agency cooperates with non-govern-

mental organisations such as AIDS-Hilfe. Together they

offer a broad spectrum of measures ranging from

billboards and cinema advertising to an anonymous

hotline all the way to personal consultations and 

AIDS tests. 

The massive marketing campaign paid off:

Germany’s infection rate of 0.1% is one of the lowest

in the world. And yet, HIV/AIDS education is a never-

ending task. Since the infection rate has gone back up

slightly in the past few years, a new campaign was

launched in 2002 (“mach’s mit,” or: “join in”).

HOW DO SOCIAL MARKETING 

PROJECTS WORK?

Social marketing involves applying commercial market-

ing strategies to achieve social goals. Unlike commercial

marketing, the main goal is not to sell products but rather 

to spread ideas, values and behavioural practices. The sale 

of products, in this case condoms and other contraceptives, 

is solely a means to an end, namely to encourage safer sex

practices.

Rund um die Welt.

mach’s mit.
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HIV/AIDS is an awkward topic because discussing it

means discussing sex, which is taboo in nearly all cultures.

HIV/AIDS education has proven to be most effective if it is

combined with positive messages and associations instead of

simply warning against risks and dangers, as has been the case

in traditional health education. It becomes too hot for the

government to handle, especially if the country is dominated

by conservative religious movements. For this reason many

governments have delegated the HIV/AIDS sensitisation work

to social marketing agencies operating according to private-

sector principles.  Although their goals, strategies and cam-

paigns can be integrated into the respective national AIDS

prevention strategies (if any), selling condoms is not usually

handled by the state health services but rather directly by the

agencies and via commercial channels such as wholesalers

and retailers. In most cases the state does not wield any direct

influence. The fact that the programmes act outside of the

frequently sluggish state structures has proven to be a key

factor for their efficient implementation and success.  

Social marketing projects for HIV/AIDS prevention have

since been tested on numerous occasions and have proven to

be very useful. The principal approach in nearly all projects is

quite similar, with the specific project design depending

heavily on the specific country conditions (culture, taboos,

distribution channels, target group etc.). 

The condoms are frequently subsidised through devel-

opment cooperation funds and sold far below the purchase

price to make them affordable for poor people as well. Even

if the selling price is mostly symbolic, selling the condoms is 

a fundamental characteristic of HIV/AIDS programmes –

Mobile condom salesman in Uganda.



contrary to the condoms that are often handed out free of

charge by state agencies. In most cultures, free items are

believed to have little value. Once they are given a price,

having and using them becomes worthwhile: the higher the

price, the more the items are appreciated. The same applies 

to condoms. Finding the “right” price is seldom easy: if the

price is high, the very poor will not be reached, but the social

marketing agency can cover most of its costs and one day can

fully privatise its condom sales – an important step towards

sustainability. If the price is low, the very poor will be reached,

yet there is a loss of image and the degree of subsidisation

rises. Product differentiation is one possible solution. The

lower the price of the contraceptives, the greater the risk 

of arbitrage operations:  quite often the condoms reappear 

in neighbouring countries as trading goods for a higher 

price.
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Social marketing makes extensive use of mass media.

Ads on the radio and on television are included in the stand-

ard repertoire of the marketing mix, as are hanging 

posters along the country’s main roads and painting the

product logo on house walls and busses. Apart from the mass

media, so-called group media are also used. For example, 

the messages are advertised at major sporting events or in

bars, and condom presentations that include small raffles are

held at bus stations. 

OVERVIEW OF EVALUATED PROJECTS

The volume of FC funds for all social marketing projects

for which a final evaluation had been conducted by 2003 –

altogether ten projects in seven African and Asian coun-

tries (Burkina Faso, Malawi, Rwanda, Uganda; and Indonesia,

Demonstration of the proper use of condoms by a staff member of a social marketing agency.
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and by educating the target groups. The decline in the 

birth rate (condoms as an instrument of family planning) 

was an important secondary objective in half of the 

evaluated projects, and in two projects not only condoms but

also other contraceptives such as the pill and three-month

injectables were distributed. The programme in Pakistan 

was an exception, as its sole objective was family planning. 

In many countries awareness about HIV/AIDS prevention 

and abatement has changed for the better these past 

few years, so that today the programmes can be integrated

into a broad range of measures for prevention, treatment 

and care.

Pakistan, the Philippines) – amounted to EUR 63 million. All

of the programmes started in the early or mid-1990s and 

marked the beginning of HIV/AIDS prevention via social

marketing approaches in these countries. All ten projects 

were given a positive rating. In some cases, however, there

was potential for improvement, particularly in terms of

efficiency. 

The development-policy objective of the programmes

(designated as the “overall objective”) was to prevent or at

least lessen the further spread of HIV/AIDS. This was to 

be achieved by encouraging condom use on a broader scale

Information about HIV/AIDS and its prevention must also be made available in remote rural areas. 



WHAT HAS BEEN ACHIEVED?

All of the social marketing projects that were evaluated

focused on providing support for HIV/AIDS prevention by

introducing condoms into the market and by distributing

them. Better supplies of condoms and other contraceptives

for the population across the board was defined as the project

purpose and measured on the basis of the sales figures*.

With the exception of Rwanda and Malawi, the sales

figures in all the projects exceeded the target by far and

increased annually by between 10 % and 15 %. In Indonesia,

which has a total population of approx. 200 million and an

extremely low HIV rate of 0.1%, annual condom sales under

social marketing projects increased from 1.4 million (1996) 

to 28 million (2001), for example; and in Burkina Faso, a

country with a total population of ten million, sales doubled
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in just under five years from five to ten million annually. 

In the majority of the seven countries, use of condoms has

increased significantly country-wide since the beginning of

the projects. According to surveys in Burkina Faso condom 

use among young men rose between 1998 and 2002 from

57 % to approx. 72 %. Therefore, most of the programmes 

did well in meeting their quantitative goals.

Sales figures are one indicator that is relatively easy to

determine but that has certain deficiencies. On the one hand,

it must be ensured that sales are not increased at the expense

of other, private sellers (market expansion instead of market

substitution). On the other hand, sales figures alone are not

an indication of consistent use of condoms and, thus, of their

protective effect. It can be assumed – as mentioned earlier –

that condoms that have to be paid for will actually be used.

This is also confirmed by corresponding customer surveys

conducted during the projects (so-called buyer profile

studies). What is important, however, is to completely

discourage risky sexual practices and especially unprotected

intercourse within risk groups as far as possible. Malawi’s

national population and health survey revealed that only

30 % of the men used a condom during their last intercourse

with an extramarital partner. Despite the gratifying country-

wide increase in condom use during the course of the project,

it cannot be assumed that infections are being prevented in

the same proportion as condoms are being sold. The example

of Malawi illustrates that further education is still needed

before changes in sexual practices in this country – where one

out of six adults is infected with HIV – are accepted. 

In this sense changes in knowledge and conduct are

additional, important project impacts, even if they were not

specifically set as a goal of the evaluated projects. Deter-

mining and assessing these impacts is, by their very nature,

difficult. Here project evaluation relies on national population

and health studies. These studies are carried out every four to

five years with the assistance of USAID and are usually acces-

sible to the public (e. g. www.measuredhs.com). What is more,

so-called KAP studies (Knowledge – Attitude – Practice) are

carried out during the projects on a regular basis. These

studies show that in each of the seven countries the projects

succeeded in increasing knowledge about HIV/AIDS, possible

Selling condoms in Pakistan.

* In addition to the sales figures the performance of social marketing projects is measured in
terms of couple-years of protection, or CYP. This indicator is based on how many condoms or
other contraceptives are needed during one year in order to prevent pregnancy. For condoms
an average figure of 120 and for pills, 13 cycles, is typically used. The advantage of this indicator
is that the performance of projects that sell various kinds of contraceptives can be compared.
Also, it serves as the basis for determining the efficiency of a project. The disadvantage is that
it focuses more on family planning than on HIV prevention.



25

modes of transmission and protection against infection for

over 90 % of the population surveyed. Among other things,

for instance, most of those surveyed have since understood

that no external symptoms of HIV infection appear until 

AIDS breaks out. Recognition of the social marketing brand of

condoms is often high, too: in many areas it has become

synonymous for the product per se – just like “Kleenex” or

“Bandaid” in other countries. 

Thanks to the massive public presence of the educa-

tional and advertising messages and to the relatively high

availability of condoms, basic knowledge about prevention

could be imparted and, in many cases, social taboos are

gradually being loosened: people talk about AIDS, and even

policymakers are taking on the topic. This success is clearly

attributable to the projects, even if it cannot be expressed

directly in figures. Changing attitudes and practices is a

difficult and time-consuming process, however. Even in

countries with a double-digit HIV infection rate, hardly

anyone believes that they are personally at risk of being

infected. Young women do not dare to ask their older lover to

use a condom because they run the risk of being considered

a prostitute. Even in marriage the use of condoms is

frequently considered to be suspicious, even though pro-

miscuity is the order of the day in some countries. This poses

additional challenges for a new generation of social market-

ing projects. Not least, what has been learnt must also 

be put into practice. Despite high sales figures for condoms 

in Burkina Faso, a survey among young adults revealed 

that fewer than half were able to correctly demonstrate how

to use a condom.

In view of this, the limitation of previous HIV/AIDS

programmes to quantitative indicators (such as sales figures)

has been increasingly criticised. Therefore, in more recent

projects behaviour-related goals are also being set, which in

turn allows education campaigns to play a greater role in 

the projects. The elaboration of the indicator system, and 

thus also of the monitoring of impacts, is one of the most

important learning processes in this sector.

Whether the projects have ultimately also contributed

to reducing the HIV/AIDS infection rate is difficult to deter-

mine in individual cases: first of all, in these early projects

indicators of a reduction in the HIV infection rate were seldom

defined. This is understandable since a social marketing

project is only a small part of national HIV prevention: it is 

a long way from the educational message and the sale of

condoms to a lower HIV infection rate, and many factors of

influence are involved.

Secondly, there are usually precious few reliable figures

to describe the development of HIV/AIDS in the countries: 

the HIV infection rates are usually estimated once annually 

by UNAIDS on the basis of AIDS tests during prenatal

examinations at selected clinics throughout the country. 

The results are then extrapolated for the entire population. 

In view of these reservations, the situation in the seven

countries paints a varied picture: whereas the prevalence of

HIV* dropped slightly in Burkina Faso and significantly from

10 % (1992) to 7.5 % (2000) in Uganda, the infection rate 

in Malawi increased during the course of the project from

HIV/AIDS information events are frequently embedded in an 
attractive programme (music, theatre).* HIV prevalence = share of the population infected with HIV in the age group of 15–49 years.



10 % (1994) to 15 % (2002). Owing to influences from various

sides, the extent to which the projects effectively helped to

prevent the further spread of HIV/AIDS cannot be conclu-

sively determined. Obviously a project’s effectiveness depends

heavily on the overall political and socio-cultural conditions

in which it is being implemented. In Burkina Faso and even

more so in Uganda there is a very open socio-cultural climate,

and the governments have been actively involved in HIV/AIDS

prevention for many years. The situation in the Philippines 

is quite different: there the public discussion about sexual

behaviour is marked by social, religious and cultural restraints.

To avoid conflicts, the Ministry of Health is seldom directly

involved in progressive campaigns but instead supports 

their implementation by non-governmental organisations. In

Malawi, on the other hand, with its ultraconservative social

setting and, up to now, rather passive attitude of the govern-

ment, HIV/AIDS prevention faces special challenges. It would

surely be inappropriate to assume that social marketing

projects can compensate for adverse overall conditions 

such as a lack of political will or insufficient socio-cultural

openness. Nevertheless, a project has the possibility to exert

a certain amount of influence, also on overall conditions such

as these, for example in dialogue with religious opinion

leaders. This was neglected for a long time in Malawi in favour

of a confrontation strategy. Whether the recently initiated

amendment of this strategy is successful will not be clear for

several years. 

DO SOCIAL MARKETING PROJECTS REACH

THEIR TARGET GROUPS? 

Most of the projects concentrated their advertising and

educational work on typical target groups; in the Philippines,

in Burkina Faso and Pakistan they also focused on urban and

semi-urban regions. Particularly in the early stage this strat-

egy makes sense because such regions harbour the greatest

risk of infection. However, in individual projects such as in

Rwanda and in part also in Malawi, focusing on increasing

condom sales figures as quickly as possible after introducing

them onto the market led to marketing activities that hardly

targeted the target groups defined in the project concept, 

and to condoms being given en gros to the military, public

health stations and non-governmental organisations, which

then distributed them free of charge. Ultimately, as a result of

these “exceptions”, condoms became established on the mar-

ket much more slowly than planned, and the sales figures did

not meet the targets. 

A corresponding orientation of the distribution chan-

nels and of the advertising and education measures gives rise

to the assumption that, generally speaking, the target groups

were reached. Buyer profile studies like those carried out 

in Indonesia, the Philippines and Malawi illustrate that

acceptance of condoms is higher within the target group than

among the overall population. Another indicator is easy
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Head office of the social marketing agency AMASOT in Chad.
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accessibility of the product in areas where risk groups

congregate, for instance in bars and brothels. In Indonesia, 

for example, the social marketing agency began recruiting

kiosks, businesses in red light districts, and the receptions 

of brothels as new sales outlets. Around one-fifth of the

products were sold via these channels. In Malawi the share 

of bars selling condoms increased between 1997 and 2001

from 45 % to 85 %.

Growing experience with HIV/AIDS prevention has 

led to the realisation that the education campaigns must

reach the younger generation of 15 to 25-year-olds above 

all, since the chances of achieving permanent changes in

sexual conduct and of preventing HIV infections are greatest

in this age group. This approach was established by UNAIDS

in 2002 as a new “target group” paradigm. The concepts of

three finally evaluated projects already targeted young

adults, giving the projects a pioneering role. What is import-

ant is giving prevention and the use of condoms a positive

image. Thus, in Malawi “Chishango” condoms are no longer

sold as a health product but rather as a lifestyle product. 

A radio programme developed and supported under the

project which specifically targets adolescents is immensely

popular and has become one of only a few forums focusing

on the concerns of adolescents in a society that is otherwise

quite conservative. 

Social marketing projects want to close the supply gap

between the contraceptives offered by the public sector and

those offered by the purely commercial private sector. On the

one side there is the private sector, whose sales prices target

upper-income groups and are sometimes ten times the price

of social marketing condoms. On the other side there are the

condoms offered by the public sector that are distributed free

of charge by public health care centres and associated NGOs

and, in this way, reach the poorest people. In most countries

the price of the social marketing condoms is below the so-called

Chapman index, which defines a limit of acceptability accord-

ing to which a couple should not spend more than 1% of its

annual income on prevention. Yet, there are always popula-

tion groups – particularly in rural areas – that are unable to

afford even the social marketing condoms. The buyer profile

studies conducted during the projects illustrate that in most

cases, the people buying social marketing condoms are not

the absolute poorest but rather belong to the (lower) middle

class. This is in line with the sharing of markets as described

above and, from an epidemiological perspective, makes good

sense, especially in Africa. After all, the risk and target groups

mentioned earlier are not always – at least measured in terms

of income – the very poorest people in a country.

Undesired side effects were noted, however, at the

upper end of the income and target group scale. In the

Philippines, where a more expensive second brand able to

generate more revenue was introduced to ensure the proj-

ect’s financial sustainability, the tremendous overall growth

of the condom market was due alone to the FC project. The

sales figures for the private sector stagnated in absolute

terms, causing it to lose part of its market share. Not only does

this suggest that there are bandwagon effects among better

earners, but it also illustrates that the projects and their

subsidised products unintentionally compete with the private

sector. In the long run this jeopardizes the sustainability 

of condom supplies in the country, even if the project has

initially achieved financial sustainability. 

Condom advertisement in Indonesia.



HOW EFFICIENT ARE THE PROJECTS? 

For goods such as social marketing condoms, that are

subsidised so heavily and intentionally, it is particularly

important to operate as cost-efficiently as possible. For this

reason KfW Entwicklungsbank pays close attention to

efficiency in project implementation. It prompts the social

marketing agencies to reduce their distribution costs and

increasingly outsource the distribution of condoms to the

private sector. Here a mutual learning process took place 

with KfW Entwicklungsbank, the local social marketing

agencies and their international headquarters that helped 

to reduce operating costs. 
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The economic efficiency of social marketing program-

mes is determined by calculating the costs per couple-year of

protection (CYP). In most programmes in Africa the costs per

couple-year of protection range between EUR 20-30 and, in

Asian countries, between EUR 5-12. In Burkina Faso the cost

per condom sold, or EUR 0.20, is about ten times the end

consumer price of EUR 0.02. In Indonesia customers pay an

average of EUR 0.03 for socially marketed condoms (com-

pared to costs of EUR 0.10). Pakistan is the absolute number

one in terms of efficiency: the price charged to customers 

is EUR 0.01 and the costs amount to EUR 0.058. Over 

100 million condoms were already sold in 1998 in this popu-

lous country. This is 10-20 times the amount typically sold in

Information material on HIV/AIDS prevention from Côte d’Ivoire.
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ARE SOCIAL MARKETING PROJECTS

SUSTAINABLE? 

Initially two types of sustainability need to be differen-

tiated: the sustainability of the educational message and the

sustainability of the distribution structure. For individuals the

educational message is sustainable if, after receiving it, they

uphold it for an adequate amount of time. This is surely often

the case. Nevertheless, in the long term it is to be expected

that messages are forgotten and that risks of infection are

ignored. In addition, new generations are being born which

are not yet aware of the fact that health education is certainly

a permanent social task. This is also the case in Germany

where, after years of declining efforts by the German federal

agency for health education (BZgA), the rate of new HIV

infections is going back up. Health education for the popula-

tion is a public good and therefore a sovereign task which, 

in industrialised countries, is financed out of general tax

revenues, i.e. is subsidised. Thus, in less developed countries

the social marketing agencies cannot be expected to finance

this task alone out of their sales earnings.

an African country. However, comparing the cost efficiency of

African and Asian programmes is problematic in one regard:

in African territorial states with approx. 10 million inhabi-

tants and mostly rural settlements it will always be difficult

to market condoms cost-efficiently. This regional difference

also becomes apparent in project measures such as com-

plementary studies or the production of advertising materials.

In Africa there is a lack of local services, making it necessary

to have these measures carried out by social marketing

agencies on their own which, in turn, makes it necessary to

organise the corresponding staff. In Asia, by contrast, there 

is a solid offer of competing and therefore more efficient

service companies. 

Cost coverage through sales revenues is another

indicator of economic efficiency that is emphasised by 

KfW Entwicklungsbank since it is closely related to a pro-

gramme's financial sustainability. The first interim goal has

been achieved when the social marketing agency can at least

cover its operating costs (staffing and running expenses) via

its sales revenues. In Asian projects this is often the case, but

African projects with cover ratios of 4–15 % are still far from

attaining this goal. There is efficiency potential in out-

sourcing, for example, either distribution, by making

extensive use of commercial trading structures, or packaging

services, which should be put to international tender 

together with the condom supplies as far as possible instead

of being taken care of by the agency itself. And yet, there are

considerable differences within the regions as well. Whereas

after its start-up phase the project in Burkina Faso success-

fully outsourced the distribution to commercial traders 

as far as possible, the social marketing agency in Malawi

experienced enormous institutional growth in terms of both

scale and profundity with several product lines and a number

of donors, so that the cost efficiency even worsened despite

rising condom sales. 

In this regard, one important realisation made during

the final evaluations was that, in view of the many different

financing guidelines and partners, the accounting require-

ments need to be increased and standardised in order to

produce reliable estimates of cost efficiency and ways to

improve it. 

Mobile private sales stand for social marketing condoms in Chad.



Selling condoms is a standard commercial activity in

the industrialised countries, making it financially “sustain-

able”. In principle, this is also the goal of the social marketing

projects, yet they face particular difficulties in developing

countries. Firstly, the poor solvency of the target groups in

these areas often obliges sellers to charge a price that is below

the wholesale price (i.e. external subsidies). Secondly, the

distribution costs in Africa's sparsely populated territorial

states are very high. The degree of financial sustainability

tends to increase along with the size of the market (declining

unit costs) and the selling price. And yet, sustainability within

the meaning of an economically self-sustaining activity that

does not need any external grants cannot be expected from

most social marketing projects in the foreseeable future. 
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PROJECT EXAMPLE: BURKINA FASO.

The country of Burkina Faso is located in the Sahel and, with some 280,000 km2 it is as large as the former 

West Germany yet with a population of around 10 million, it is very sparsely populated. In 2002 its HIV infection rate

(prevalence) was estimated at 6.5 % after dropping slightly compared to the mid-1990s. Around 85 % of the people live

in rural areas. The project, launched in 1994, is being carried out by an international social marketing agency and its

local subsidiary, PROMACO. At the beginning it faced major administrative blockades since the Ministry of Health was

not yet accustomed to collaborating with an independent NGO. 

During the first project phase (1994–1999) of just under five years some 40 million condoms were sold, exceeding

the target by one-third. Sales increased on average by 25 % annually. In the second project phase (1999-2003) this rate

again achieved above-average growth of 14 % annually. Condom sales were then already up to 66 million. Additionally,

the process of building up the distribution network was significantly more dynamic than expected. Instead of cooperat-

ing with 3,000 wholesalers and retailers as planned, at the end of the first phase PROMACO expanded its distribution

network to include approx. 15,000 retailers and, at the end of the second phase, this figure was already roughly 22,000. 

PROMACO is a key stakeholder in Burkina Faso’s HIV/AIDS prevention policy. A KAP survey of adolescents revealed

that the use of condoms by young men (last sexual intercourse) rose from 57 % in 1998 to 72% in 2002, with the figure

for women up from 42 % to 74 % during the same period. 

The project’s efficiency was rated average. Although the total cost per couple-year of protection (CYP) of EUR 23

matched the initial estimate, it is relatively high compared with other projects in western Africa. Overall the project was

rated as having achieved a satisfactory degree of developmental effectiveness.

From an economic perspective, prevention is definitely

the more favourable alternative compared to medicinal

therapy – let alone compared to unrelieved suffering leading

to death. Using the market forces and formal distribution

structures also increases a project's chances of sustainability

compared to implementation under state health services. 

WHICH FACTORS LED TO SUCCESS, 

AND WHAT WERE THE CHALLENGES?

Social marketing projects have the greatest effect when

they are integrated into a broad range of measures to encour-

age HIV/AIDS prevention and when there is wide-scale social

consensus about the importance of preventing HIV/AIDS,
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when all social stakeholders pull together and each one acts

within its sphere of influence. How essential it is that the state

act decisively is demonstrated by the successful project in

Uganda, where the president declared HIV prevention to be a

top priority. For several years now, most African countries

have realized that HIV/AIDS prevention is not just a problem

affecting the health sector but that it plays a role in all areas

of the economy and society. Thus, national AIDS prevention

committees were established under the patronage of the

president or prime minister with the aim of coordinating the

activities by the state and the NGOs across all ministries.

However, not least because of the funds provided by many

donors to prevent HIV/AIDS this always involves a risk of

actionism. Thus far the newly founded HIV ministries, AIDS

commissions and other bodies are hardly able to properly

absorb the high volumes of inflowing funds nor to fulfil their

coordination tasks. Malawi is one example of this. Coordina-

tion of HIV/AIDS prevention measures by the state – which

basically makes sense – and the trend towards external

budget and programme financing bear the inherent risk of

“nationalisation” of the social marketing programmes as well,

which negatively impacts the effectiveness and efficiency of

the programmes.

In numerous countries the projects operate in a con-

servative and highly religious setting. In such a context, in

order for sensitisation efforts to succeed, the relevant sources

of social influence must be approached openly and actively.

Behavioural changes are only possible by working with and

not against these forces or institutions. The social marketing

agencies face their main challenge in dialogue. Whether they

will succeed depends mainly on the extent to which they are

able to create an open, more candid atmosphere. 

The success of a project also depends on whether or not

it can react to cultural and political conditions by adjusting

Packaging social marketing condoms in Guatemala.



its marketing methods, i.e. by selecting the right target groups

and being sensitive to their knowledge, norms and attitudes.

If knowledge about modes of infection and possibilities of

protection is sufficiently dispersed – as was usually the case

after these finally evaluated projects – the next step can be

taken. New educational messages and new communication

channels can be added, e.g. targeted campaigns to counteract

the stigmatisation of people infected with HIV.

In order to meet the challenges posed by conveying

differentiated educational messages, these days social market-

ing projects need to conduct much more quantitative and

qualitative accompanying research than was the case for the

projects evaluated thus far. More demanding target systems

which explicitly require changes in attitudes and behaviour

on the part of the target group require more intense monitor-

ing of impacts. In the past, this was often neglected by a 

focus on sales figures and attempts to build up a distribution

network covering the entire country if possible. Regular stud-

ies on behavioural changes, the distribution system, or buyer

profiles have since become a standard part of new projects.

To improve the sustainability of social marketing proj-

ects in terms of financing as well, Financial Cooperation (FC)

commitments should always be designed for the long term,

and clear exit scenarios (e.g. takeover by other donors or

guaranteed provision of budget funds by the partner coun-

tries) should be developed and agreed.

OUTLOOK

With its social marketing projects German FC finances

effective and cost-efficient promotional instruments that

make important contributions to reproductive health and

particularly to halting the spread of the HIV epidemic in

Africa, Asia and Latin America. The aim is now to expand and

elaborate on these approaches. Unlike almost every other

area, AIDS prevention forces development partners to quickly

adjust their products, instruments and procedures to the

appalling dynamics of the epidemic. The high individual,

social and economic impacts, but also new opportunities such

as the availability of effective, cost-efficient drugs, have

mobilized resources in a way that the world has never seen

before. Yet, a gap still remains between the great need for

funds, on the one hand, and the still insufficient volume of

funds and also the structural deficiencies afflicting the

implementation of intervention measures on-site on the

other hand. This places high demands on the developing

countries and the donors in terms of quality, broad-scale

dispersion, coordination, interrelation and effective monitor-

ing. Here German FC is currently serving as a trailblazer in

areas such as Central America, the Caribbean and Central

Africa with its work to transform national social marketing

approaches into regional programmes across country borders.

For instance in the Caribbean FC, with the support of UNAIDS

and together with a number of other donors, succeeded in

expanding the FC regional project into a broad social market-

ing programme for the entire Caribbean region. These kinds

of regional projects focus especially on the level of nation-

wide problems and target groups (migrant workers, risk

groups along major transport roads such as the “Panameri-

cana” or along traditional inner-African connection routes).

Homogeneous cultural and linguistic areas or traditional

trading routes can serve as starting points for intervention

measures across country borders. Additional future priorities
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HIV/AIDS education for the local population as part of an 
FC-funded power plant project in Nepal.
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of FC within the context of AIDS prevention involve expand-

ing classic social marketing “products” to include voluntary

advisory and testing offers, prevention of mother-to-child

transmission and financing to cover the costs of diagnosis and

treatment in collaboration with other donors such as the

Global Fund. In so doing, modern contract models are to be

used for non-governmental organizations and the private

sector under voucher systems (output-based aid) and social

franchising approaches. The first projects of this kind are

currently being prepared in Mali, Sierra Leone and Uganda.

Additionally, social marketing methods are increasingly being

applied to prevent discrimination, stigmatisation and social

exclusion. With this wide spectrum of innovative approaches,

KfW Entwicklungsbank is making a vital contribution under

FC to reproductive health and to the containment of the 

HIV epidemic.

Information events on HIV/AIDS aim to encourage changes in knowledge and conduct.
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GUATEMALA 
Rural Road Construction I

COLOMBIA
Social Programme Medellín

MALAWI
Kapichira Hydropower Plant

MOROCCO
Municipal Finance Reform Programme (FEC I–III)

TANZANIA
Water Supply Uroki-Hai-District

TURKEY
Central Treatment and Biogas Plant Ankara

UZBEKISTAN
Dairy Farming Programme 

3. PROJECT EXAMPLES.
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The Central American country of Guatemala stretches

from the Caribbean to the Pacific coast and comprises 

sub-tropical lowlands with the ruins of Maya culture, fertile

highlands and even some active volcanoes. The indigenous

inhabitants, who make up roughly half of the Guatemalan

population and mostly live from subsistence farming, have

been disadvantaged for centuries by the large landowners

and the military from the white upper class. Their suppression

gave rise to a 30-year civil war that killed more than 150,000

people and was not ended until 1996. About 75 % of the

indigenous population are classified as poor, a good 50 %

even as very poor.

The programme area of Departamento Alta Verapaz 

is situated in the northeast of the country and most of 

the inhabitants belong to the Kekchi tribe. At the time of the

project appraisal in 1987 people were living in small remote

villages and farms under extremely backward conditions.

Clean drinking water, education, medical care and sufficient

food – things which we in the developed nations take for

granted – were hardly accessible. Besides the remoteness of

their villages, the situation of the indigenous population is

also influenced by specific socio-cultural factors, such as

language and traditional structures. 
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GUATEMALA

RURAL ROAD CONSTRUCTION I.

Guatemala

Population: 12.0 million

Area: 108,900 km2

Annual population growth: 2.6 %

Per-capita income: USD 1,740 

HDI rank (175 countries): 119

Literacy rate: 70 %

Life expectancy: 65 years

The marketing of agricultural products required a lot 

of time and physical effort since products had to be trans-

ported by foot or with pack animals to the nearest road,

which was sometimes up to 20 kilometres away. Given these

conditions, the development of the transport sector was of

central importance for improving the living conditions of 

the population. Connecting the isolated villages to the road

network is expected to have relevant developmental effects,

such as incentives for increasing the agricultural production,

higher incomes and a better supply of essential goods of 

daily use.

Originally, the project comprised the construction 

of 220 km of rural roads, the acquisition of building 

machines and the establishment of a regional office for 

the road authority. Criteria for the selection of roads were 

low construction costs, economic effects and social aspects.

According to the road construction concept it had been

planned to employ as much unskilled local labour as possible

(“labour-intensive road construction”). The planning and

advisory services for the project-executing agency were

provided by a joint German-Guatemalan consulting con-

sortium.

Initially the programme was planned to be imple-

mented in a period of four years, ultimately, however, the

implementation took almost 13 years. This was due to very

time-consuming bureaucratic procedures in Guatemala, low

motivation on the part of the executing agencies’ staff 

and unexpectedly difficult construction conditions on rocky

ground. 

The programme objectives were: ensuring that the

villages are connected to the road network year-round in

order to open up development opportunities, and creating

better access to local services as well as facilitating the 

supply of the population with public and private services.

Indicators were specified to measure whether these abstract

objectives were achieved (e.g. the number of villages bene-

fiting from the programme and their inhabitants, the traffic



volume and the construction of new schools). Five years after

the project was commissioned the indicators were achieved to

a high degree, however, the condition of the programme

roads was not satisfactory. But this is of vital importance for

the sustainability of the measures. Still, it was expected that

the road maintenance would gradually improve through a

project supported by the World Bank. Since the roads will

maintain their function as transport and traffic arteries 

and a number of positive effects (see below) occurred, we 

consider the programme objective as achieved. Altogether,

almost 150,000 people in 152 villages were connected to the 

national road network. 

Due to the above-mentioned delays and difficulties,

costs increased and in consequence the road construction

programme had to be successively reduced from 220 km to

175 km. Though the estimated rate of return of the project 

is sufficient, it could have been much higher if the imple-

mentation had been more efficient. The average cost per

kilometre of road is EUR 56,000, more than twice as high as

originally calculated. 

The final evaluation examined the socio-economic

effects of the road construction programme in nine muni-

cipalities:

• On average, the travel and transport time to the nearest

economic and administrative centre was reduced by at

least 1.5 hours each way.

• The shorter and better transport links generate income

for at least 70 % of target households.

• Schools, churches and/or other local cultural facilities

were set up in many villages. Moreover, doctors set up

practices and health centres were established.

• The better road network also helped to advance the

electrification of the villages and their connection to 

the national telephone network.

As a result of the labour-intensive type of road con-

struction approximately 750 workers were given paid work

over a period of 11 years. Guatemalan funds were provided

for accompanying measures, such as afforestation program-

mes, the planting of vegetable gardens, literacy courses and

the training of health staff. Overall, the project aims to

support self-help and reduce poverty. 

There can be no doubt that the construction of the

roads provided a key impetus to economic and social devel-

opment in the programme region. Negative factors to be

mentioned are the increased costs and the insufficient

provision of funds for road maintenance. Due to the high

socio-economic impacts for the target group, we classify the

project overall as having an overall sufficient degree of
developmental effectiveness (category 3).
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Colombia has been plagued for centuries by guerrilla

war, drug cultivation and trafficking, by violent paramilitary

groups involved in narcotics trafficking, and by high social

inequality. In the east and the west Medellín is surrounded 

by steep mountain slopes, which form a natural barrier to the

city’s settlement area. Many migrants from rural areas came

to Medellín and live in the city’s informal settlements. Since

the absorption capacity of the city centre has long been

exhausted, shantytowns were set up in particular in the

hillside areas, which are not suited for settlement due to the

permanent danger of landslides.

At the beginning of the 1990s approximately 180,000

people were living in the slums of Medellín. The living con-

ditions were extremely difficult. Most slum residents eked 

out a living as day labourers or small traders. Due to the

double burden of raising children and having to work, single

mothers are particularly affected by social hardship. The

shantytowns were only inadequately connected to public

infrastructure and there were hardly any schools or health

care facilities. In this situation characterised by a general lack

of perspective more than 7,000 people fell victim to violent

crime in Medellín in the year 1991 alone.

At the time the Colombian government decided to

improve the living conditions in the slums of Medellín. For 

this purpose it initiated an integrated urban development

programme, which was to be implemented in 15 shantytowns

with altogether approximately 34,000 residents. Corvide, 

the urban housing and social development corporation, was

in charge of the implementation of the programme. A grant

of EUR 6.7 million was made available for the programme 

by KfW Entwicklungsbank.

After some initial difficulties the implementation of the

programme was started in the second half of the 1990s. Part

of the programme was financed from Colombian funds and

comprised the legalisation of land tenure, housing improve-

ments, the large-scale expansion of the public water supply,

sewage disposal and electricity networks as well as the

resettlement of 600 families from landslide-prone areas to

new nearby areas. The FC funds were used to pave roads, 

paths and stairways. Supporting walls were built to protect 

erosion-prone slopes, which were then afforested in order 

to prevent new settlements. Small public squares and 

parks were created to improve the housing environment 

and provide places of social encounter. Playgrounds, sports

facilities and community centres were created for the same

purpose. The population was given access to public education

and health care through the construction of over 100 class-

rooms and two health stations.

So-called “target group-oriented minor measures”,

which improve the residential environment (for instance the

planting of greenery in public places) accounted for an

important share of the FC project. The residents had to apply

for and, as far as possible, implement these measures them-

selves. The aim was to strengthen the initiative and the sense

of community of the residents. 

The programme implementation demanded a lot from

the executing agency Corvide in terms of coordinative

planning since it involved a number of organisations and

institutions. Neighbourhood groups and non-governmental
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Population: 43.7 million

Area: 1,100,000 km2

Annual population growth: 1.6 %

Per-capita income: USD 1,830

HDI rank (175 countries): 64

Literacy rate: 92 %

Life expectancy: 72 years

COLOMBIA

SOCIAL PROGRAMME MEDELLÍN.
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organisations provided assistance in the 15 shantytowns. The

works on the different infrastructure facilities had to be

coordinated with the competent public enterprises or

authorities. Despite initial problems, Corvide mastered the

task with ease. 

The final evaluation conducted in Medellín in 2003

presented a mixed picture of the project’s impacts. The

infrastructure facilities created are being used intensively and

are in good condition. The schools and health stations are

being fully utilised. Due to the legalisation of land tenure 

and housing improvements the fluctuation of inhabitants 

was reduced. The risk of landslides, which had caused a

number of deaths, severe injuries and also property losses, was

considerably reduced after the slopes were stabilised. The

inhabitants of the shantytowns themselves see to it that 

no new settlements are established in the threatened areas.

Overall, the picture presented by the settlements which

participated in the programme varies considerably from other

shantytowns.

However, the final evaluation also revealed that the

economic situation of the inhabitants deteriorated markedly

compared to the time of the programme appraisal. Unem-

ployment rose further. Many children in the settlements

suffer from malnutrition. The percentage of single mothers

also continued to increase. The aggravation of social hardship

in the programme settlements puts the positive results of 

the programme into perspective insofar as today, greater

importance would have to be attached to the aspect of

income generation. 

From the developmental perspective it is especially

regrettable that the city of Medellín was not able to continue

the programme. This was due to the city’s financial problems

which forced it to introduce drastic savings measures, for

instance the dissolution of the executing agency Corvide.

Thus, the project had positive impacts but also produced 

considerable negative developments. But since it succeeded -

despite an extremely difficult environment – in implementing

conflict-reducing measures in favour of poor or very poor

population groups in cooperation with the people concerned,

we rated the project’s developmental effectiveness as satis-
factory (category 2).

Taking the good experiences made in Medellín as an

example, the municipality of Bogotá, together with KfW

Entwicklungsbank, designed and implemented a conflict-

prevention project in the capital. Thus, it was possible to

repeat an innovative approach in Colombia.



Malawi is one of the least developed countries in the

world and is characterised by a fast-growing population, a

high HIV infection rate, limited natural resources and a very

unequal income distribution. 

The Malawi power sector is only poorly developed.

Electrical energy accounts for less than 3 % of Malawi’s total

energy consumption and is mainly used for commercial pro-

duction. Electricity in Malawi is generated almost entirely

from hydropower. Traditional fuels such as firewood and

charcoal still represent the most important sources of energy.

The Electricity Supply Commission of Malawi (ESCOM),

which is responsible for the power supply, is planning to

expand its production and transmission capacities together

with different bilateral and multilateral donors, in particular

the World Bank. The plans are based on a strategy for the

least-cost expansion of the power production, transmission

and distribution systems. ESCOM is a state-owned public

limited company, which has the sole right to produce, trans-

mit and distribute electrical energy in Malawi.

The objective of the Kapichira hydropower plant

project, which was subject to project appraisal in 1995, was

to generate reliable, cost-efficient and environmentally

friendly electrical power and to feed this power into the

national grid and, thus, to contribute to a macroeconomically

efficient power supply. The purpose of the Kapichira power

plant was to increase Malawi’s power generation capacities

and, thus, to create an important prerequisite for economic

growth. 

The Kapichira project comprises the construction of 

the hydropower plant with a capacity of 64 MW including the

related infrastructure (access road and residential buildings)

and a 60 km power transmission line to the existing national

power grid. The project was implemented as a co-financing 

and the plant was commissioned in summer of 2000. The 

most important co-financers were the World Bank, the Com-

monwealth Development Cooperation and the European

Investment Bank. 

At the time of the ex-post evaluation in 2003 the

technical and personnel conditions for a proper operation of

the Kapichira hydropower station proved to be satisfactory.

Qualified operating staff, workshop capacity and spare parts

are all available. The plant reliably produced three quarters 

of the electrical energy forecast upon project appraisal. Once

the existing deficiencies have been eliminated the proper

technical operation of the power plant is expected to be

ensured. 

However, the financial situation of ESCOM has deterior-

ated dramatically. Since the liberalisation of exchange rates

the Malawi currency lost around 97 % of its value against 

the dollar in the last few years. As a large share of ESCOM’s

current expenditure is due for interest and repayment on

long-term foreign currency loans, but almost all revenues are

in local currency, drastic tariff increases were necessary to

avert insolvency and maintain the power supply. At the time

of the project appraisal of the Kapichira hydropower plant it

had been assumed that the Malawi government would also

support a cost-conscious tariff policy in compensation for
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Population: 10.7 million

Area: 118,500 km2

Annual population growth: 2.0 %

Per-capita income: USD 160

HDI rank (175 countries): 162

Literacy rate: 62 %

Life expectancy: 38 years
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devaluation effects and, thus, would approve tariff increases

without objection. It was generally expected that the decline

in the cost recovery ratio produced by the currency devalua-

tion would be offset in the medium term. This expectation

was based on the strong support from the donors involved in

the power sector, which, together with ESCOM, requested

tariffs to be increased. However, power tariffs were increas-

ingly subject to political influence. Other organisational and

financial decisions taken by ESCOM were also more and more

influenced from outside. 

Close donor coordination was organised under the

leadership of the World Bank. As a result, the Malawi govern-

ment made considerable efforts to increase power tariffs in

local currency. But still, ESCOM’s average tariff revenue in

dollar terms has halved in the last few years.

Though ESCOM’s financial situation is influenced by 

a number of external factors, such as the exchange rate

development, it could at least have tried to mitigate these

influences. However, the measures taken so far to reduce

expenditure and to increase revenues lagged far behind

expectations.

Despite massive interventions by the donor community

the Malawi government has delayed the fundamental

political decisions required to reform and privatise ESCOM 

for many years. A new electricity law has been blocked for

years in the political decision-making process. But the most

important element for the sustainability of the project is 

the implementation of the reform programme in order to

establish financial and organisational autonomy in the 

sector.

The Kapichira hydropower plant produces reliable and

environmentally friendly electrical energy. The power plant 

is the backbone of the Malawi power generation system.

However, the desolate financial situation of ESCOM, the

considerably worsened sectoral conditions (e.g tariffs that 

do not cover costs) and the lack of political willingness to

introduce reforms constitute substantial sustainability risks 

for the adequate medium and long-term maintenance and

operation of the power plant. For this reason, and despite 

the positive impacts achieved, we have rated the develop-

mental effectiveness of Kapichira hydropower plant as

slightly insufficient (category 4). 



Compared to countries in a similar stage of develop-

ment, Morocco’s municipal infrastructure and services are

hardly developed at all, especially in small towns and rural

communities. The local administrations and legally independ-

ent municipal companies are the key providers of municipal

services. As early as 1976 they were assigned, by law, respon-

sibility for the areas of local urban transport, slaughterhouses

and marketplaces, water and power supply, sanitation and

waste disposal, lighting in public places, green areas, road

construction and municipal forestry.

In the year 1995 – at the time of the project ap-

praisal – the local administrations had extensive organisa-

tional competences and their own budgets. Yet, in reality their

autonomy was limited since approving the budget, taking 

out loans and providing collateral require the consent of 

the regional administrations, ultimately making the local

administration answerable to the Ministry of the Interior. In

order to finance investments in municipal infrastructure 

the municipalities, as the main source of such financing, 

were able to revert to transfer payments from the central

government (value-added tax), loans from the state-run

Municipal Infrastructure Fund, or “Fonds d’Equipement

Communal” (FEC), as well as to its own resources. However,

there were no fixed criteria applicable to the allocation of the

VAT to the municipalities, so that for the local adminis-

trations, this source of financing involved tremendous

uncertainty. Frequently the central government used all VAT

revenues for its own programmes, so that many municipalities

were fully dependent on loans from the FEC to finance

urgently needed investments in municipal infrastructure

(such as municipal marketplaces/bazaars, construction of

municipal roads). 

The goals of the programme were to provide the muni-

cipalities with an efficient, need-oriented and sustainable

supply of medium and long-term FEC loans to finance

developmentally important investments in the municipal

infrastructure and also to strengthen the financial autonomy 

of the municipalities. In this way the programme was to

contribute to improving the availability and quality of

municipal services and infrastructure and to support the

decentralisation policy of the Moroccan government. The

programme provided cofinancing for one of the World Bank’s

Municipal Finance Reform Programmes. 

The process of reforming the municipal finance system

was very successful: now that the system of arbitrary alloca-

tions by the central government has been abolished, the local

administrations can rely on calculable, local revenues and 

also transfers. Local revenues stem mainly from market fees,

taxes charged on individual products, and from local 

trade tax. Since the implementation of the reform to dis-

tribute VAT revenues the municipalities have received trans-

parent annual allocations out of these national revenues

according to a predefined distribution key (taking the equal-

isation of burdens into account). This considerably improved

the municipalities’ scope of financing, and today the municip-

alities assume real budget responsibility. Since the municipal

budget can now be planned, the municipalities can also 

take out more targeted FEC loans to finance their infra-

structure measures.
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Life expectancy: 68 years
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At the beginning of the programme, the FEC had been

converted into a bank and was making clear progress in its

development into a solid financial institution. The FEC bases

its lending decisions primarily on standard assessment criteria,

but it also takes other relevant factors such as environmental

criteria into account. The planned expansion of its loan port-

folio was not as successful, however. In actuality the FEC’s

lending activities these past few years – adjusted for special

programmes – have even decreased. 

From the end of 1995 until 1999 the FEC used Financial

Cooperation (FC) funds to grant EUR 28.4 million in loans to

municipalities for 74 projects. 40 % of the financed projects

were carried out by rural municipalities, 57 % by urban muni-

cipalities, and 3 % of the projects were realised in larger

towns. The programme structure is as follows, according 

to project type:

• 16 road construction projects (44 % of the FC funds),

• 11 bazaars and shops as well as 7 shopping centres

(20 %),

• 21 financings for fleets of vehicles such as excavators,

garbage trucks (10 %), and

• 19 other projects covering, for example, lighting in public

places, water supply and others, e.g. bridges or wholesale

markets (26 %).

The project volume averaged EUR 650,000, of which

76 % (EUR 500,000) on average was financed out of FC funds.

The loan terms ranged between five and ten years. 

The investment measures that were carried out had

distinct flaws. Only 60-70 % of the investment measures can

be rated as successful. Considerable delays in completion,

poor planning and insufficient inclusion of future users (for

example for commercial centres) lead to deficits. In some

cases they are due to weaknesses on the part of the FEC in

project support and project consulting. 

The relatively weak results of the financed invest-

ment projects and the shrinking loan portfolio are counter-

balanced by a positive financial situation of the FEC and

positive development on the level of municipal finance

reform. These factors significantly improved the municipalit-

ies’ sense of responsibility and gave important impulses for

the decentralisation process. In cooperation with the World

Bank the programme made a major contribution to the devel-

opment of the financial market for municipalities. Therefore,

overall we judge its developmental effectiveness to be still

sufficient (category 3).



Flanked by the picturesque Kilimanjaro, Tanzania’s Hai

District runs along the mountain’s southern and western

sides, beginning on the edge of the rainforest and leading to

the plains populated by nomadic Massai. Coffee plantations

allow the population to achieve a modest – yet in comparison

with the rest of Tanzania relatively high – standard of living.

At just under 6,000 m, Africa’s highest mountain is strictly

protected by nature conservation laws that forbid all human

activity outside of the paths created for climbing the crater.

Thus, the quality of the water from the numerous sources

along its slopes is excellent.

And yet, drinking water supplies in the region remained

a serious problem until the end of the 1980s. Since the

pipeline systems were only rudimentary, the majority of the

population had to fetch water from open furrows and ditches

that were once created to irrigate the coffee trees. However,

not only was this water heavily polluted with bacteria and

other pathogens, but it also contained toxic chemicals from

the use of mineral fertilizers and plant protection agents.

Consequently, the population suffered from numerous

diseases caused by dirty water: diarrhea, worm diseases, skin

and eye infections.

In the face of this situation the local authorities,

supported by the Protestant Church, which is very active in

the region, asked the Tanzanian Water Ministry for assistance.

Since 1989 KfW Entwicklungsbank has provided grants for

four projects of a total of EUR 22.6 million to ensure drinking

water supplies in the Hai District. Of the four, the first project

was completed at the end of the 1990s and a final evaluation

was performed in 2002.

Under this first project catchments were built for

several springs and streams along the border of the rain-

forest. The water is conveyed to the town of Bomang'ombe

in the plains via a main pipeline of about 20 km in length.

Along this pipeline there are various villages in which 

public standpipes were installed at intervals of 400 metres.

Standpipes were originally installed in Bomang’ombe as

well, but in the meantime a growing number of families

have opted for a house connection at their own expense. 

Approx. 45,000 people are since being supplied with 

clean drinking water through the system. The total cost of

the first project was EUR 7.2 million. Of this amount, 

EUR 6.6 million were financed out of FC, EUR 230,000 were

provided by the Protestant Association for Cooperation in

Development, and the rest was funded by the Tanzanian

government and through counterpart contributions by the

target group.

Already during project implementation water user

committees were founded in settlements located in the

supply area. These committees united to form the Uroki-

Bomang’ombe Water Supply Trust, which roughly corre-

sponds to a special-purpose association. The Trust was

registered as a non-profit enterprise and assigned by the

government to operate the water supply system. It is con-

trolled by a supervisory board on which the user committees 

are represented. The Trust has some 30 employees, most of

whom have only a limited contract, however. The standpipes
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are operated directly by the user committees. Overall, at the

end of 2003 more than 1,900 standpipes and house con-

nections were in operation.

During the local final evaluation the system proved to

be in very good condition after four years of operation. Since

it started operating, there have been practically no dis-

ruptions in supply, the water losses are moderate, and all

necessary maintenance work is carried out in a timely manner.

Water production and consumption can be fully measured.

The Trust’s finances are in order and it has even been able to

build reserves for smaller investments. 

The users are highly satisfied with the quality of the

water supply and reward the good service by the operator by

paying their water bills on time. The high rate of acceptance

of the water supply system is also illustrated by the condition

of the standpipes. Not only are they well maintained and in

perfect technical condition, but in many cases the users also

embellish them and decorate them with flowers. 

Everyone we spoke with unanimously assured us that

the health situation has improved substantially since the new

water supply system began operating. The surveys by the

Ministry of Health also indicate that water-borne diseases

have decreased significantly. The positive health effects are

amplified by the fact that the sanitary situation in the project

area has also improved considerably. Nearly all families have

since invested in latrines. Two women in charge of hygiene

issues are integrated in each user committee. They are respon-

sible for providing advice and for educating people about

health and hygiene. In this way, knowledge about water-

related diseases was able to be consolidated among the entire

population. 

Altogether, the project provided approx. 45,000 people

with reliable and high-quality water supplies, thus improving

their health situation. The operator of the supply stations 

is highly qualified for its tasks. No major risks to the sus-

tainable operation of the project facilities were observed

during the local final evaluation. Especially positive is the fact

that the operational organisation resulted from the union

formed by the users and is still controlled by these users today.

This guarantees not only that the operator will have sufficient

tariff revenues to maintain the good condition of the supply

system, but also that the system will not be abused in order 

to generate an excessive profit. This form of organisation 

has come to serve as a model in Tanzania. Based on the posi-

tive impacts described above, we rated the developmental

effectiveness of the project as high (category 1).



During the past two decades Turkey’s large cities have

seen tremendous growth of 4-5 % per year. The municip-

alities – also with German support – have undertaken great

efforts to supply the population with sufficient clean drinking

water. However, sewage disposal has been lagging behind

urban development for a long time. Whereas in 1989 already

around 90 % of the Turkish population were connected to the

public water supply network, only around 75 % were con-

nected to the sewage network, and in most cases the existing

sewerage system was in deplorable condition. Ecologically

and hygienically safe sewage disposal is practically inexistent.

The consequence was polluted or ecologically endangered

rivers, lakes and coasts as well as health risks such as diarrheal

diseases.

The same applied to the Turkish capital Ankara with its

current population of a good four million. All of the city’s

sewage flowed untreated into the Ankara River and caused

substantial pollution downstream, especially in the Sakarya

River and the Sariyar reservoir, located some 120 km west of

Ankara. In Ankara itself in times of heavy rain the obsolete

and undersized system floods the streets with untreated

water, posing high health risks. This affected poorer city

districts most of all.

The project, which was appraised in 1989, comprised

the construction of a mechanical-biological treatment plant

able to handle up to 1.3 million m3 of sewage/day approx. 

35 km from the city centre. Thus, the project was larger 

than most of its kind in Europe. In order to support the

project-executing agency – the Ankara Water and Sewerage

Administration (ASKI) – with the realisation of the project,

extensive accompanying advisory measures were scheduled

for the construction planning and implementation and also

for preparation of operation. 

The objective of the project was to collect and treat the

sewage of the city of Ankara and to sustainably improve 

the water quality of the Ankara and Sakarya Rivers as well as

of the Sariyar reservoir. In this way, the project was to help

improve the health and environmental situation in the lower

reaches of these rivers. For the purpose of optimal energy

supply for the treatment plant, it made sense to use the

sewage and/or biogas being produced during the digestion

process. Therefore, in a follow-up project evaluated in the

mid-90s entitled “Biogas Plant Ankara” a decision was made

to build a block-type thermal power plant on the grounds 

of the central treatment plant. The goal was to itself produce

a large share of the electrical power required by the treatment

plant. 

The treatment plant was built by a German-Turkish

consortium. The firm BELKA, a private-law Turkish firm with

a majority holding in ASKI, assumed operation of both the

treatment plant and the biogas plant in early 1998. 

The total cost including the biogas plant was EUR 138.4

million. Germany's share of the financing amounted to 

EUR 88.4 million (EUR 80.0 million for the central treatment 

plant and EUR 8.4 million for the biogas plant) and was

supplemented by a loan from KfW Entwicklungsbank of 

EUR 23 million (so-called “mixed financing”). ASKI assumed
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approx. 20 % of the total cost, or EUR 27.0 million. In 

addition, the German side financed advisory measures for 

EUR 4.4 million to support the plant operation. 

As the final evaluation at the end of 2000 shows, the

goals of the treatment plant project were achieved in full. 

The plant’s treatment capacity met expectations. The util-

isation of the plant’s capacity was unsatisfactory, however: 

at the end of 2002 only 65 % of the treatment capacity was

being used in peak load times. This was due mainly to the 

fact that only 70 % of the sewage flowed through the main

collector into the treatment plant. What is more, the

pollutant load of the sewage had obviously been over-

estimated in the project planning. In view of Ankara’s con-

tinual population growth and the planned investments to

connect the rest of the sewerage network to the main

collector, it is to be expected that the facility’s capacity will

be exhausted in the next few years.

After initial difficulties with the gas yield during diges-

tion, the biogas plant is producing pleasing results: although

at the time of the project appraisal it was estimated that 

40 % of the energy needs would be covered by the plant’s 

own production, the energy it is actually producing is around

85 %. Using the sewage gas being produced for other

economic purposes takes pressure off the public power supply

network and reduces CO2 emissions. 

The intensive support of ASKI by a team of experts

played a key role in the success of this demanding project, 

and it made ASKI into a model enterprise for municipal

utilities in Turkey. The accompanying support comprised,

among others, training for ASKI‘s technical personnel, the

design of an operational concept for the facilities, the devel-

opment of a tariff system, improvement of the invoicing 

and collection system, drawing up industrial discharge

regulations and the implementation of regular sewage

analyses. This support was complemented by a partnership

with Neckarwerke and the Civil Engineering Office of the city

of Stuttgart. Mutual visits to exchange information took

place at irregular intervals; operative personnel from ASKI

received training during internships in Stuttgart. The German

engineers volunteered to assist their colleagues from Ankara

free of charge (solely logistical expenses were reimbursed out

of a special grant fund).



Overall the tariff revenues cover the operating costs for

the system, but not ASKI's write-downs and debt service to

the Turkish Treasury. Even poor families can afford the water

and sewage tariffs. The project’s main impact – improving

water quality – has been fully achieved. Therefore, the waters

in question now no longer constitute a risk and can be used

for irrigation, fishing and recreation. This was brought about

in part by the parallel construction of treatment plants in the

towns of Eskisehir and Kütahya in the water catchment area

of the Sariyar dam that had regularly been demanded by 

KfW Entwicklungsbank during the course of the project in

Ankara. As a result of the planned parallel construction of the

sewerage network and the main collector for the treatment

plant (cofinancing by the World Bank and the European

Investment Bank) the health risks to the urban population

will also be substantially reduced. Today about 4.5 million

people including those living in lower-lying areas can benefit

from clean water and from the follow-up effects of having

clean water.

Overall, we judge the developmental effectiveness of

the central treatment plant and biogas plant project to be

satisfactory (category 2).
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Uzbekistan, formerly a member republic of the Soviet

Union (USSR), obtained state independence in the year 1991.

The new Uzbek government was faced with the task of han-

dling the transition from a socialist state economy to a mar-

ket economy. Simultaneously, it was confronted with serious

economic problems as a result of its separation from the USSR

since the production and supply connections that had been in

place within the USSR were dissolved. Even though liberal-

isation and denationalisation were not pursued as resolutely

in Uzbekistan as in the neighbouring countries, in the 

early 1990s the country’s economic output experienced a

steep drop. This primarily affected state-run collective farms

(kolkhozes and sovkhoses). Numerous large state-owned

enterprises were either shut down or restructured. Their

machinery was obsolete and in need of repair. 

The production losses that accompanied the decline 

in economic activity – especially in agriculture – jeopardised

the population’s supply with staple foods and essential 

goods. The government responded by introducing a system 

of rations. To help the population avoid social hardships, 

the prices of essential goods, including dairy products, were

heavily subsidised. 

Being staple foods, milk and dairy products are partic-

ularly important for children’s nutrition. During the project

appraisal in the year 1994 the population’s supply with these

products was extremely insufficient. The main reasons for the

supply bottlenecks were technical problems at the state-run

dairy plants. For instance, owing to a lack of spare parts the

refrigerating facilities had broken down. The dairy products

had serious hygienic deficiencies which posed corresponding

health risks. The state-owned enterprise Usmjassoprom was

responsible for dairy farming and served as project-executing

agency for the Financial Cooperation (FC) project.

The programme goal was to maintain the production

capacity of the state dairy plants and the functionality of

their machinery through the delivery of equipment and 

spare parts and an increase in the volume of packaged milk 

in the region of Tashkent. In this way the project was to 

make a quick, effective contribution to supplying the Uzbek

population with good-quality dairy products in sufficient

quantities.

Overall 27 of 32 state dairy plants were supported,

primarily through the installation of modern milk filling

machines. A consultant assisted the project-executing agency

with the tender for the supplies, the contract award and

acceptance of the installed machinery. During the project

appraisal the period of implementation was projected to be

12 months. Key risks to project success that were identified

included serious deficits on the part of the management 

of the dairy plants. Another risk was the fast privatisation of

dairy plants; however, it was assumed that even after state

dairy plants were shut down the machinery delivered under

FC would continue to be used at other plants. 

The rather inflexible state administration which, among

other things, was very hesitant about granting import per-

mits, delayed implementation by 50 months. As a result, the

project was not completed until 1999 after 62 months 

of implementation. Only some of the planned repairs to the
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plants were carried out because the capacity utilisation of 

a few state dairy plants had dropped considerably in the

meantime. 

When the final evaluation was performed in 2002, 

the financed state dairy plants were processing only about

1% (approx. 39,000 t) of the milk production. In the year 1994

this figure was much higher (24 %, or approx. 840,000 t).

Consequently, the plants financed through FC were hardly

used. Most of the dairy needs were covered by the since

established private dairy plants. 

One reason for this development involved the reforms

in Uzbekistan’s agricultural sector that had been introduced

in the meantime. They brought about the dissolution of the

state kolkhozes and made it possible to establish private

farms. Another reason was the liberalisation of prices for dairy

products, which used to be set by the state. Private dairy
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plants appeared which covered their dairy needs with private

farmers and began competing more aggressively with the

state-run dairy plants. Apart from the poor business skills 

of the management, another cause of the decline of the 

state dairy plants was that the state plants paid their suppliers

only via bank transfers and frequently with considerable

delays. The private dairy plants, on the other hand, paid in

cash and upon delivery of the milk. Thus, the private farmers

preferred to deliver their milk to the private dairy plants,

whereas production at the state-run plants continued to

decrease owing to a lack of milk supplies. 

The programme aimed to maintain the production

capacity and functionality of the state dairy plants which,

looking back, was hardly relevant in light of the actual

developments in the sector during the past few years. Due 

to the low utilisation of capacity of the state dairy plants 

and their minimal contribution to supplying the population

with milk, we rated the project's developmental effectiveness

as clearly insufficient (category 5).

Some of the lessons learned from the project include

the need to take the dynamics of the overall conditions in 

a sector (e.g. price-setting by the state, production quotas)

into greater consideration. Therefore, the inevitable impacts

of sector reforms such as price liberalisation and the abolish-

ment of the quota system on the selling behaviour of private

producers in particular as well as the related low capacity

utilisation of the state-owned plants and the basic inter-

actions of these impacts should have been emphasised more

strongly in the programme design.
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Country Project title FC contribution Performance rating
(EUR million)

Egypt PBDAC/BDAC Canal Zone and Sinai, Ismailia 13.1 4
Armenia Loan Programme for the Promotion of Private SMEs I and II 8.8 1
Bolivia Financing of Micro and Small Enterprises I 4.1 2
Bulgaria SME Programme implemented through the Bulgarian National Bank 4.0 3
El Salvador Small Credit Supply via the Financiera Calpiá 4.1 1
India NABARD VII - Small-Scale Irrigation 17.9 4
Cambodia ACLEDA - Promotion of Small Enterprises II 3.6 3
Kosovo Small Loan Programme Micro Enterprise Bank I 1.0 1
Kosovo Small Loan Programme Micro Enterprise Bank II 1.5 1
Malawi INDEFUND II 3.4 3
Morocco Municipal Finance Reform Programme I 14.1 3
Morocco Municipal Finance Reform Programme II 7.2 3
Morocco Municipal Finance Reform Programme III 7.7 3
Mozambique Promotion of Small Enterprises GAPI II 2.6 4
Rwanda Refinancing of Long-Term Investments (BRD IV) 1.4 3
Romania Promotion of Small and Medium-Sized Enterprises 5.1 2
Sri Lanka DFCC Bank II 1.0 3
Sri Lanka DFCC Bank III 7.7 3
Sri Lanka NDB Bank - Small Loan Programme 1.0 3
Sri Lanka NDB Bank Environmental Credit Line I 3.4 3
Sri Lanka NDB Bank Environmental Credit Line II 2.6 3
Turkey Promotion of Turkish Enterprises in Turkic States 6.9 5
Turkey Credit Line THB III 7.4 4
Turkey Credit Line THB IV/EPI Fund I 5.2 5
Uzbekistan Credit Line for the Promotion of Investment by the Private Sector 2.9 3
Vietnam Credit Supply in Rural Areas I 5.1 4

RESOURCE CONSERVATION AND ENVIRONMENTAL PROTECTION.

Country Project title FC contribution Performance rating
(EUR million)

Niger Erosion Protection Tahoua and Tillabéry, Phase I 7.7 2
Niger Erosion Protection Tahoua and Tillabéry, Phase II 5.1 2
SADC Training Center for Nature Protection Management 5.1 2
Turkey Biogas Plant Ankara 8.4 2

4. APPENDIX.

PROJECT LIST.

FINANCIAL SECTOR.
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AGRICULTURE AND FORESTY, FISHERY.
Country Project title FC contribution Performance rating

(EUR million)

PRODUCING SECTOR.

India Small Irrigation Projects in Rajasthan 7.4 4
Jordan Irrigation Project Southern Jordan Valley II 34.4 5
Lesotho Support for Forestry 1.4 4
Syria Agricultural Development Ghab 31.3 2

MANUFACTURING AND RAW MATERIALS.
Country Project title FC contribution Performance rating

(EUR million)

China Ammonia Plant Dalian 43.5 3
Kazakhstan Sector Programme Building Materials Industry 10.1 5
Lesotho Brickyard Expansion Loti Brick 6.1 5
Swaziland Matsapha Industrial Park 12.5 3
Uzbekistan Programme Dairy Industry 5.4 5

HEALTH, EDUCATION AND OTHER.
Country Project title FC contribution Performance rating

(EUR million)

SOCIAL INFRASTRUCTURE.

Albania Mother-Child Health 2.5 3
Burkina Faso PROMACO - (Projet de Marketing Social des Condoms) 7.2 2
Chile Rehabilitation of Hospitals II 13.0 1
Chile Rehabilitation of Hospitals III 13.2 1
Guatemala Rural Health Programme in Region VII 2.5 5
Guinea National Health Programme 4.6 4
Guinea Rural Health Care Faranah 3.2 3
Indonesia HIV Prevention Measures 7.7 2
Malawi AIDS Prevention and Family Planning I 2.0 3
Malawi AIDS Prevention and Family Planning II 3.1 3
Malawi District Hospital Machinga 8.2 3
Malawi District Hospital Machinga/Supplementary Project 1.1 3
Mali Support for Primary Schools 5.1 3
Namibia Simple Housing Construction I 4.9 3
Pakistan Basic Health Care Programme Northern Mountain Regions 3.6 2
Paraguay Development of Basic Health Care 5.9 4
Philippines Family Planning HIV/AIDS Prevention 6.6 2
Philippines Urban Family Health Services 3.0 5
Rwanda HIV Prevention, Phase I 2.6 3
Rwanda HIV Prevention, Phase II 2.6 3
Tanzania Church Social Services / Education I 1.2 3
Tanzania Church Social Services / Health I 2.4 2
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WATER AND WASTE MANAGEMENT.
Country Project title FC contribution Performance rating

(EUR million)

SOCIAL INFRASTRUCTURE.

Benin Water Supply in Provincial Towns and Ouidah 6.1 4
Bolivia Sewage Disposal El Alto 11.8 2
Botswana Water Supply in Rural Centres II 20.6 3
Brazil Sector Programme Drinking Water Santa Catarina 5.1 4
Brazil Basic Water Supply and Sanitation Santa Catarina 5.1 3
Brazil Basic Sanitation Céará I 9.0 2
Burkina Faso Rural Water Supply Bam Province 4.6 1
China Solid Waste Disposal Beijing 20.8 2
Costa Rica Rural Water Supply and Sanitation I 5.6 3
Ecuador Basic Sanitation Programme Loja / Zamora 5.1 4
El Salvador Rural Water Supply and Sanitation I 12.8 4
Cape Verde Water Supply Fogo I 3.3 3
Lebanon Sewage Pretreatment Plant Al Ghadir 7.4 4
Mali Water Supply in Rural Towns, 1st Region 7.2 2
Mali Sector Programme Drinking Water II 2.6 2
Peru Drinking Water and Sanitation Programme Proagua 15.3 2
Senegal Water Sector Project Dakar III 14.6 2
Tanzania Water Supply Uroki-Hai District, Phase I 6.6 1
Turkey Water Distribution Istanbul, Phase II 9.2 3
Turkey Water Distribution Ankara, Phase III 16.5 2
Turkey Water Distribution Ankara, Phase IV 20.6 2
Turkey Central Treatment Plant Ankara 84.4 2
Turkey Water Distribution Ankara, Phase I 17.6 2
Turkey Water Distribution Ankara, Phase II 20.5 2
Turkey Water Distribution Istanbul, Phase I 38.3 3

MULTISECTOR.
Country Project title FC contribution Performance rating

(EUR million)

STRUCTURAL AND SECTOR ADJUSTMENT PROGRAMMES.

Egypt Social Fund I - Nile River Protection Measures and 
Village Development 25.6 2

Egypt Social Fund II - Employment Generation Programme 15.3 3
Colombia Social Programme Medellín 6.6 2
Mozambique Structural Aid IV and V 17.9 2
Niger Public Services and Employment Generation I 6.6 3
Niger Public Services and Employment Generation II 7.7 3
Senegal Employment Programme Agetip 10.2 2
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ELECTRICITY SECTOR.
Country Project title FC contribution Performance rating

(EUR million)

ECONOMIC INFRASTRUCTURE.

Bangladesh 230-kV Transmission Line Comilla - Chittagong 31.5 3
Indonesia Diesel Stations IV 11.0 4
Malawi Kapichira Hydropower Plant 12.0 4
Malawi Rural Small Hydropower Plant 16.8 5
Mozambique 33/11-kV Switchboard Nampula 6.1 3
Nicaragua Rehabilitation and Expansion of Power Distribution Systems II 7.7 3
Paraguay Power Supply Central Paraguay 4.1 2
Paraguay Power Supply Central Chaco 20.4 2
Turkey Thermal Power Plant Orhaneli 21.2 3

TRANSPORT AND COMMUNICATIONS.
Country Project title FC contribution Performance rating

(EUR million)

Brazil Study Transport Corridor Rio, Sao Paulo, Campinas 6.1 2
Costa Rica Road Maintenance Equipment 7.3 4
Guatemala Rural Road Construction I 7.7 3
Cameroon Road Rehabilitation Bamenda-Bambui 5.1 3
Cameroon Tugboat for Douala Port 5.1 3
Cameroon Floating Dredger for Douala Port 8.7 2
Cameroon Radio Equipment for Railways 21.0 2
Cameroon Rural Development in Northwest Province 32.2 3
Mali Road 1st Region (Tambaga-Manantali) 7.5 3
Mauritania Rehabilitation Ferry and Pier Rosso 1.0 3
Mauritania Ferry and Pier Rosso 3.7 3
Mozambique Grain Silo and Terminal Matola 24.2 2
Namibia Expansion of Walvis Bay Commercial Port 5.8 2
Namibia Basic Rural Telecommunications Kaokoland 3.5 1
Namibia Labour-Intensive Road Construction Owambo 6.0 2
Rwanda Road Repair Kayonza-Rusumo 7.2 2
Zambia Manyinga-Mwinilunga Road 5.1 4
Sri Lanka Rehabilitation of Railway Bridges II 8.2 4
Sri Lanka Reconstruction Aid I (Delivery of Rail Crane) 1.3 5
Uganda Repair of Locomotives of Uganda Railways Corporation I 3.6 3
Uganda Repair of Locomotives of Uganda Railways Corporation II 4.1 3
Uganda Repair of Locomotives of Uganda Railways Corporation III 4.8 4
Uganda Repair of Locomotives of Uganda Railways Corporation IV 3.9 4
Uganda Repair of Locomotives of Uganda Railways Corporation V 4.4 4
Uzbekistan Telecommunications Chirchik 12.5 4
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KfW Entwicklungsbank finally evaluates the perfor-

mance of all its Financial Cooperation projects (ex-post

evaluation). This final evaluation is usually carried out three

to five years after the completion of the project. On the basis

of the defined project purposes and overall objectives, the

final evaluation focuses on the systematic target/actual

comparison of the project results that are observed at the

time of the final evaluation (actual values) and the project

impacts that had been expected at the time of the project

appraisal (planned values). 

On principle, the assessment of developmental success

is based on the technical requirements and standards

applicable at the time of the final evaluation. These result

from the relevant sectoral and cross-sectoral promotional

concepts of the Federal Ministry for Economic Cooperation

and Development (BMZ) and the partner country, sector-

related operational evaluation criteria, as well as general

developmental criteria and professional standards. Thus,

changes in the evaluation standards for determining the

project impacts compared with the situation at the time 

of the project appraisal need to be accounted for (qualified

target-performance comparison). 

The evaluation of a project’s “developmental effect-

iveness” and its classification during the ex-post evaluation

into one of the performance categories described in more

detail below concentrate on the following fundamental

questions:

• Assessment of the effectiveness: Have the purposes

which the project was designed to fulfil been sufficient-

ly achieved, i.e. have the defined production and supply

levels been reached?

• Assessment of the relevance and significance: Have 

the overall objectives which the project was designed 

to meet been sufficiently achieved, i.e. are the goods 

and services produced being used by the final con-

sumers/the target group and are the impacts generated

satisfying?

a) Developmental relevance: Was the project conception

suited to solving the problems, i.e. does the achieve-

ment of the project purposes at all contribute to the

achievement of the overall objectives of the proj-

ect and to the achievement of further generally

accepted development-policy goals deemed impor-

tant (for example, gender, and poverty reduction

goals)? 

b) Developmental significance: Were the project’s im-

pacts sufficiently felt with regard to the targeted

overall objectives? 

• Assessment of the efficiency: Were the funds employed

to achieve the project purposes and overall objectives

adequate in microeconomic and macroeconomic terms

(production efficiency)? Does the use/marketing of 

the project output take microeconomic and macroeco-

nomic requirements sufficiently into account (question

of allocation efficiency)?

• To the extent that undesired (side) effects occur (for

instance with regard to the environment), are these

tolerable?

We do not treat sustainability, a key aspect of project

evaluation, as a separate category of evaluation but instead

as a cross-cutting element in all four fundamental questions

of project success. A project is sustainable if the project-

executing agency and/or the target group are able to con-

tinue to use the project facilities that have been built for a

period of time that is, overall, adequate in economic terms, 

or to carry on with the project activities on their own and

generate positive results after the financial, organisational

and/or technical support has come to an end. 

PERFORMANCE RATING CRITERIA.
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RATING CATEGORIES.

At the end of the impact analysis of the final evaluation

the overall developmental effectiveness of the FC project is
assessed. In a first step, the criteria of effectiveness,

efficiency and relevance/significance are rated individually

and then an overall assessment is given. The project per-

formance is rated on the basis of a six-category scale. This

performance rating makes it possible to classify a project as

successful or not successful. A project is classified as success-

ful if, in the hypothetical case of a new appraisal and subject

to today’s requirements and standards, it would again receive 

a positive vote.

SUCCESSFUL PROJECTS.

CATEGORY 1: VERY HIGH OR 

HIGH DEVELOPMENTAL EFFECTIVENESS.

According to pertinent evaluation criteria, the project

meets all requirements to a high or very high degree. The

evaluation is positive without reservations. 

CATEGORY 2: SATISFACTORY 

DEVELOPMENTAL EFFECTIVENESS.

The project either meets all pertinent criteria equally 

in a satisfactory manner, or it fully compensates weaknesses

in some areas by extraordinarily positive effects in other

areas. 

CATEGORY 3: OVERALL SUFFICIENT DEGREE 

OF DEVELOPMENTAL EFFECTIVENESS.

Overall, the project achieves a sufficient degree of

developmental effectiveness, either for all criteria equally, 

or after weighing the impact of the individual project 

effects. Thus, there may be major deficiencies in some areas

as long as they are compensated by higher-than-average

positive effects in other areas. However, there may not be 

any deficiencies in any one area that are so serious that – irre-

spective of all other project impacts – they alone would lead

to an unfavourable overall classification (categories 4 – 6) 

(e. g. the environmental effects are intolerable or the cover-

age of current operating costs is not ensured).

DEVELOPMENTAL FAILURES.

CATEGORY 4: OVERALL SLIGHTLY INSUFFICIENT

DEGREE OF DEVELOPMENTAL EFFECTIVENESS

Overall, the project falls slightly short of the minimum

requirements for developmental effectiveness. This may be

due to a slight shortfall in respect of all rating criteria or to

serious deficiencies in certain areas which are not compen-

sated for in other areas.

CATEGORY 5: CLEARLY INSUFFICIENT DEGREE 

OF DEVELOPMENTAL EFFECTIVENESS.

The project clearly fails to meet the minimum require-

ments, but the further use of the facilities created still 

offers a more favourable solution than the termination of 

the project or its operation.

CATEGORY 6: THE PROJECT IS A TOTAL FAILURE.

For the most part, the project is useless, or the nega-

tive effects are so serious or outweigh the positive effects 

to such an extent that the project has either already been

terminated and its operation been discontinued or such a 

step is necessary due to its uselessness or in order to limit 

the damage.
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ABBREVIATIONS.

AIDS
Acquired Immuno-Deficiency Syndrome

ASKI
Ankara Su ve Kanalizasyon Idaresi (Ankara Water and 
Sewerage Administration)

BMZ
German Federal Ministry for Economic Cooperation and
Development 

CYP
Couple Year of Protection 

DC
Development Cooperation

FEC
Fonds d’Equipement Communal 
(fund for municipal investment finance)

FC
Financial Cooperation 

GTZ
German Agency for Technical Cooperation 

HDI
Human Development Index 

HIV
Human Immuno-Deficiency Virus 

KAP Study
Knowledge, Attitude and Practice Study 

NGO
Non-governmental organisation

PROMACO
Projet de Marketing Social des Condoms 
(social marketing project)

SADC
Southern African Development Community

TC
Technical Cooperation

UNAIDS
United Nations Programme on HIV/AIDS
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KfW Bankengruppe (KfW banking group) gives impetus to economic, political

and social development worldwide. As bankers we work efficiently every day. 

As promoters we stand for the sense and sustainability of our actions. The

proceeds from our work flow back into our promotional activities and help to

secure our promotional potential in the long term. As a creative bank we not

only encourage innovations, but we ourselves increasingly develop new financing

instruments for our customers and partners. Our competence and experience are

combined into five strong brand names.

KFW BANKENGRUPPE.
BRANDS FOR THE FUTURE.
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KfW Förderbank (KfW promotional bank): It is the right address for all measures in the product areas

of construction, infrastructure, education, social services and the environment. Through low-interest 

loans we help many citizens realize the dream of owning their own home and support their interest 

in environmentally friendly modernization measures. As KfW Förderbank we also provide support for 

companies investing in environmental and climate protection, for municipal infrastructure measues as 

well as training and advanced training measures.

KfW Mittelstandsbank (KfW SME bank): The name is the programme. Here we have combined all of our

promotional activities for business start-ups and small and medium-sized enterprises. These include, on the

one hand, classic long-term loans and, on the other, innovative programmes aiming to strengthen the

companies’ equity base. Both are offered to our customers through their regular bank. Target-oriented

advice is naturally also part of our business.

KfW IPEX-Bank: Our export and project finance has become KfW IPEX Bank, which does business under the

umbrella of KfW Bankengruppe. It is customer-oriented and competition-driven and operates at standard

market conditions. It is a reliable, long-term partner that supports international companies with taylor-made

financings. The financing solutions which KfW IPEX Bank offers to its customers include structured finance,

project finance, corporate loans and traditional export finance. The success of KfW IPEX Bank is due above

all to many years of experience in the most important markets and industry sectors all over the world. 

KfW Entwicklungsbank (KfW development bank): On behalf of the German federal government KfW

Entwicklungsbank finances investments and advisory services in developing countries. It typically works

together with governmental institutions in the respective countries. Its aim is to build up and expand a social

and economic infrastructure and to create efficient financial institutions while protecting resources and

ensuring a healthy environment.

DEG: As a partner of the private sector DEG supports companies wanting to invest in developing and

reforming countries. It provides financing for profitable, environmentally friendly and developmentally

effective projects in all economic sectors. In this way it sets the basis for sustainable economic growth – and

better quality of life for the people in these countries.

KfW Bankengruppe has also become a strategic partner of the economy and politics. As an advisor to 

the federal government we offer our expertise in the privatization of state-owned companies. On behalf of

the German government we also handle business for the Federal Agency for Special Tasks associated 

with Unification (Bundesanstalt für vereinigungsbedingte Sonderaufgaben, BvS) and the Compensatory Fund

of Securities Trading Companies (Entschädigungseinrichtung der Wertpapierhandelsunternehmen).
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KfW Bankengruppe
Palmengartenstrasse 5–9, 60325 Frankfurt am Main

Phone +49 69 7431-0, Fax +49 69 7431-2944

KfW Entwicklungsbank
Phone +49 69 7431-4260, Telefax +49 69 7431-3363

info@kfw-entwicklungsbank.de, www.kfw-entwicklungsbank.de
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