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highlights

Football fever grips a continent. 

The year of diversity
For the first time, KfW Entwicklungsbank and the Deutsche Gesellschaft für Technische Zusam-

menarbeit (GTZ) have adopted a joint focus for the year. This year’s slogan is “Diversity – Driver for 

Development” and it is the theme for various discussions and events. In adopting this approach, 

the two bodies are working with a common vision for the benefit of their partners and are showing 

how Technical and Financial Cooperation (FC) can effectively complement one another. 

Level of funding maintained
Demand for KfW Entwicklungsbank funding remained high, partly due to the economic and financial 

crisis. As a result, in 2009 we roughly maintained the level of funding of the previous year, providing 

EUR 3.5 billion for projects and programmes around the world.

DEG – a reliable partner 
Even in 2009, a year shaped by the global economic crisis, DEG generated new business to the value 

of more than EUR 1 billion. DEG continued to be a reliable partner for its private sector clients even 

in these difficult economic times. In 2009, Africa received by far the most funding ever granted to 

this continent by DEG in a business year at EUR 266 million.  

Leading in climate protection 
KfW Entwicklungsbank has been focusing its efforts on climate protection and adaptation for some 

time now and in 2009 the bank stepped up its activities further together with the German Federal 

Government. The total amount of commitments allocated to environmental and climate projects was 

EUR 1.6 billion, or 42% of all of KfW Entwicklungsbank’s commitments.
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PrefaCe

“Diversity is a key factor in devel-

opment. It enables people to take 

responsibility for their own lives 

and provides scope for self-deter-

mination. However, diversity should 

not be confused with randomness."

Dr Norbert Kloppenburg

“Innovation is not possible without 

diversity. Innovation occurs only 

where economic freedom, inven- 

tiveness, entrepreneurship and 

market opportunities unite. Diversity 

provides the impetus for dynamic 

development." 

Bruno Wenn

For the first time ever, a football World Cup is 

held in Africa. This is a major event – not only 

for football fans, but for the entire continent. 

This continent, which for many years has been 

in the shadow of the rest of the world, will now 

be the focus of global attention for a few weeks. 

For a long time, Africa stood for many things, 

not all of them good. It stood for poverty, an 

economy of scarcity, colonial self-interest, cor-

ruption, nepotism and seemingly never-ending 

crises and conflicts. But this image of our neigh- 

bouring continent is outdated. Africa is at a 

turning point in many respects, both politically 

and economically: and what better symbol of 

this development than a World Cup tournament 

where movement is everywhere and everything? 

Of course, there is still much to be done in Africa, 

and it would be just as wrong to deny this fact as 

to uphold the generalised perception of it being 

a “lost continent". Africa is rich in diversity, even 

in its geography: it reaches from Cairo to Cape 

Town, from Mali to Mozambique, from Senegal 

to Somalia. It spans several climate zones and  

is home to desert, savannah and tropical vege-

tation. In cultural terms, it can by no way be 

reduced even to its 53 states, for there is a huge  

variety of languages and cultures even within 

these individual countries. There are democra-

cies and dictatorships, presidents and poten-

tates, market economies and mismanagement. 

There are more economically developed coun-

tries to the very North and South and, sand-

wiched between them, the less developed areas 

of Sub-Saharan Africa. Modern high-rise build-

ings and small mud huts are both to be found 

here; there are both cities and nomadic peoples; 

pollution and breathtaking natural beauty; im-

pressive growth rates and staggering poverty. 

Africa is the sum, not just a part of all this. 

For many years, KfW Entwicklungsbank and 

DEG – Deutsche Investitions- und Entwicklungs-

gesellschaft mbH have been providing support 

to many African partners on behalf of the Fed- 

eral Government in various fields, to help them to 

move their countries and regions forward: from 

the supply of drinking water and health care to 

the use of renewable energies and the expansion 

of mobile phone networks; from microfinance 

to comprehensive economic and administrative 

reform; from preventing violence to measures 

to help resolve conflict. The approaches used to 

overcome development bottlenecks are just as 

diverse as the continent itself. While KfW Ent-

wicklungsbank is on hand to provide assistance 

if the state or the economy is not (yet) able to 

do so alone, DEG provides targeted support to 

private commercial initiatives; often, the activi-

ties of KfW and DEG are dovetailed. However, 

both ultimately serve the goal of creating wide-

spread growth and helping the people in these 

countries to live a better life. The UN Millennium 

Development Goals serve as a yardstick. 

Unfortunately, the economic crisis has also im-

peded the attainment of these goals in Africa. 

This is threatening to undo the progress made 

to date. As a result, the demand in the partner 

countries for assistance from KfW Entwick-

lungsbank and DEG remains high. Due to their 

long-term commitment, KfW Entwicklungsbank 

and DEG represent an important stabilising fac-

tor in partner countries, which is why they are 

continuing their activities on our neighbouring 

continent with the same care and commitment, 

especially at this difficult time. 

Africa deserves a splendid and peaceful World 

Cup that will also act as a stimulus for the econ- 

omy and counteract the distorted image of 

Africa – so that the rest of the world can visit 

Africa not as strangers, but truly as friends.

Dr Norbert Kloppenburg
(Member of the Managing Board of KfW Bankengruppe)

Bruno Wenn
(Chairman of the Board of Management of DEG – Deutsche 
Investitions- und Entwicklungsgesellschaft mbH) 



enCouraged and demanded 
good governanCe as the basis for PeaCeful develoPment
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“The Football World Cup 2010 is 

important not only for South Africa 

but for the entire African conti-

nent. This major event represents 

a unique opportunity for greater 

international understanding, as well 

as the chance to show the world 

that continued support is needed 

for the many important projects 

underway on this continent. This 

formula for success, which KfW 

and its partners have put into prac-

tice, should be the daily guiding 

principle for every country across 

the globe when implementing their 

many joint projects." 

Jérôme Boateng, 

Hamburg Football Club and member 

of the German national team 

Former UN Secretary General Kofi Annan 

said in 2005 that, “Without good govern-

ance  – without the rule of law, predictable 

administration, legitimate power and re-

sponsive regulation – no amount of fund-

ing, no amount of charity will set us on the 

path to prosperity." This is particularly true 

of Africa. Without support for transparency 

and control, the plentiful natural resources 

to be found in Africa will be more of a curse 

than a blessing. Where there is mining for 

gold and oil, copper, uranium or cobalt, it  

must be ensured that the profits actually 

reach the people. Botswana provides a posi-

tive example where the proceeds from the 

sale of natural resources are invested in the 

development of the country and boost the 

wealth of the local people. This illustrates 

that, as Kofi Annan himself concludes, “good 

governance and sustainable development 

are indivisible.”

Here, Africa faces a major task: inadequate  

or unsatisfactory state structures are, despite 

marked improvements in a number of states, 

including Ghana, Mozambique and Burkina Faso, 

one of the greatest barriers to development on 

the continent. After all, the most important goal 

of international development cooperation – to 

sustainably reduce poverty – cannot be achieved 

without effective public institutions that handle 

public funds in a responsible, transparent and 

accountable manner. 

Good governance thus plays a central role in 

development cooperation. It is not only encour-

aged in the partner countries – donors in the 

West demand it. Whether in respect of energy 

and the economy, the environment and water 

or health and social protection, none of the 

projects of German Financial Cooperation (FC) 

can be seen in isolation from good governance.  

Be it gender equality, involvement in decision-

making processes or the fight against misman-

agement – good governance affects the success 

of the programmes and is thus also vital to 

KfW Entwicklungsbank’s work. 

Reliable rules

Good governance can also be a goal in itself, for 

instance in projects designed to support politi-

cal and administrative reforms. This means that 

there must also be reliable rules and structures 

in place governing the roles of the state and so-

ciety. This, in turn, demands a functional state 

as well as a minimum of security and domestic  

peace. Good governance – in the sense of dem- 

ocratic governance – comprises a system gov-

erned by the rule of law that protects all sections 

of the population – both men and women, the 

young and the old, the healthy and the sick and 

ethnic or religious minorities – against despot-

ism, upholds their human rights and allows them 

to participate in the political and decision-making  

processes. KfW Entwicklungsbank promotes 

good governance on behalf of the German Fed- 

eral Ministry for Economic Cooperation and De-

velopment (Bundesministerium für wirtschaftliche 

Zusammenarbeit und Entwicklung – BMZ) and the 

Federal Foreign Office (Auswärtiges Amt – AA). 
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At local and regional level – decisions are made by the affected people.

Thus, despite the many obstacles, the continent 

has made considerable progress. Development 

towards the goals of democracy and a market 

economy, measured using the Bertelsmann 

Transformation Index with a scale of 1 to 10, 

shows a positive trend, with an increase from 

4.38 in 2003 to 4.99 in 2008. Today, Africa is 

less authoritarian than it has ever been. In the 

course of the last 15 years, the continent has 

made significant advances in terms of demo-

cratic elections, political liberalisation, peace-

ful conflict resolution, and honouring human 

rights, as well as administrative efficiency and 

transparency. These are also the key areas inves- 

tigated by the Federal Government and KfW Ent- 

wicklungsbank before investing in reform 

programmes.

More and more success stories 

In many countries in Africa, the key elements 

of a democratic system, such as the separation 

of powers, a multi-party system, free press 

or the control of state actions by civil society 

are now firmly established. Liberal “beacon 

democracies” such as Botswana or Ghana are 

even being hailed by other governments as 

an example. In North Africa too, Morocco for 

instance has been on the road to becoming an 

open and democratic society for at least the 

last decade.

For years now, there has also been a clear ten-

dency to resolve conflicts peacefully. Not only is 

the number of violent conflicts decreasing, the 

intensity of fighting has also lessened. Regional 

initiatives are growing in importance in this con-

text. The African Union, for instance, has been 

increasingly active in its support of peace and 

security on the continent. However, Africa still 

has many old and unresolved conflicts to deal 

with, and has quite a few fragile states such as  

Guinea, where there was a military coup in 

December 2008. 
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The protection of human rights has also changed 

for the better in many African countries, as the 

Ibrahim Index of African Governance proves. Ex-

amples like Ghana show the significant progress 

that can be made by entrenching rule of law 

principles and by the active involvement of civil 

society. 

The complex processes of change that good 

governance entails pose a huge challenge, since 

there is no “one-size-fits-all” approach. Each 

country must follow its own path to good gov-

ernance taking into account its history, culture 

and tradition. Thus, development cooperation in 

the field of good governance reforms is based 

in particular on the principle of responsibility  

of the partner countries themselves, as set forth  

in the “Paris Declaration” dating from 2005  

and the subsequent “Accra Agenda for Action” 

of 2008. The most important prerequisite for 

German FC commitment is thus the clear and 

evident wish of the partner countries to reform 

with a view to sustainable and widespread 

development.

A strong will to succeed is needed

Setting a whole country on the right track to 

enable it to achieve good governance demands 

from national governments both a high level of 

determination and a strong will to make things 

happen. Here, common, concerted action by 

international donors as set out in the Paris and 

Accra Agendas can provide effective support. If 

the donor countries jointly support the defined 

reform goals of the partner countries, they can 

in this way create strong incentives that enable 

the governments to push reforms forward more 

vigorously. The main emphasis of FC lies in sup-

porting processes of political and administrative  

reform within the framework of budget sup-

port, in decentralisation, peacebuilding and the 

prevention of crises.

One instrument used to strengthen national de- 

velopment strategies is budget support. These 

funds are contributed to the general national 

budget or sector budget of a partner country 

and in this way, primarily on account of the 

harmonised approach of the donors, allow them 

to foster comprehensive structural reforms in 

the partner countries. Disbursement of these 

funds is conditional on political goals and 

progress in reforms agreed together with the 

partner countries. To this end, the German Fed-

eral Government, with the support of KfW Ent-

wicklungsbank, maintains an intensive political 

dialogue with its partners. 

Budget support is granted only under very strin-

gent and transparent performance criteria. The 

prerequisites include a clear desire for reform, 

a credible anti-poverty strategy by which the 

national governments must be measured, the 

obligation of transparent budgeting and budg-

etary controls and the observance of human 

rights, the rule of law and democratic principles. 

Budget support is anchored within a system  

of intensive expert dialogue and supplementary 

FC funding measures, for instance education 

and training for employees of audit offices and 

national contracting authorities to help boost 

their capabilities.

Budget support has enabled a number of African 

countries to make impressive progress: in Tanza-

nia and Burkina Faso, for instance, expenditure 

from the state budget used to alleviate poverty 

has increased markedly. Budget support there-

fore has a leverage effect going far beyond the  

funds invested. In Mozambique, budget transpar- 

ency was improved by publishing the relevant 

budget information on the Internet. This facili-

tates constructive discussion of the budget by 

the public and in parliament, thereby increasing 

the government's accountability. The dialogue 

also tackles very sensitive political issues, e.g. 

the increase in military spending in Uganda. As 

such, the discussions between the donor com-

munity and national governments in the course 

of budget support contribute to dialogue in a 

spirit of partnership on the self-imposed goals 

of tackling poverty. 

Distributing power

Decentralisation and municipal development play 

an important part in good governance reform 

processes. Decentralisation means that decisions 

are taken where they arise and have the great-

est effect: at local and regional level. Decisions 

on how local authorities should spend their 

budgets are no longer taken in a distant capital 

city but at local level – by the women and men 

who elect their representatives in free votes, 

thereby participating in the political process. 

Since local authorities have more knowledge of 

the local circumstances and are closer to the 

needs of the people, they are in a better posi-

tion to provide the services that the population 

actually needs.
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How we make a difference 

In 2009, KfW Entwicklungsbank 

made funding commitments to 

five countries in the form of gen-

eral budget support amounting to 

EUR 94.5 million. These commit-

ments help to make the prepara-

tion of the national budget of the 

partner countries more transpar-

ent. This allows the parliaments 

to better control the focus on pov-

erty alleviation as part of budg-

etary policy and strengthens the 

democratic accountability of the 

governments. 

Civil participation and transparency of local gov-

ernment decisions, the efficient implementation 

of local council decisions and public accountabil-

ity for the work of the local government: these 

are the methods used to monitor whether funds 

were actually used as intended such as to build 

schools or for health care facilities or whether – 

in the worst case – funds were misappropriated 

for non-public purposes. Decentralisation thus 

also helps to reduce corruption and the abuse of  

power. It enables people to experience first 

hand what democracy means and the positive 

effect it can have on their lives. 

The right funding instrument 

Depending on the conditions in the partner 

country concerned KfW Entwicklungsbank has a 

broad range of funding methods at its disposal 

to support decentralisation processes, as well as  

expert knowledge. Municipal development funds,  

for instance, facilitate targeted financial assist-

ance for cities and local government. These funds  

not only support investments in infrastructure, 

but also strengthen local government and good 

governance with supplementary education and 

training measures. This boosts the efficiency of 

the investment measures, increases skills within 

the municipalities, and means that projects can 

be tracked during implementation and produce 

long-term benefits. Many of these approaches 

are implemented in close cooperation with the 

other implementing bodies in German Devel-

opment Cooperation, such as the Deutsche 

Gesellschaft für Technische Zusammenarbeit 

(GTZ) or the German Development Service 

(Deutscher Entwicklungsdienst – DED).

In Senegal, for example, on behalf of the Ger-

man Federal Government KfW Entwicklungsbank 

is assisting three of the poorest regions in the 

country to strengthen their local government. 

Decisions regarding the improvement of the 

drinking water system or regarding a new school 

are for the most part taken independently by  

the men and women on the local councils. 

Not even a decade ago, these areas were still 

ruled by patriarchs; the local councils had no 

say whatsoever and women practically had no 

representation at all. The first free municipal 

elections in 2002 changed all that. In order 

for the municipalities to be able to implement 

their self-selected tasks, a municipal develop-

ment fund was created with the help of FC. It 

now provides grants to local governments for 

investments in local infrastructure.

In many countries, fiscal decentralisation – that 

is, a regulated nation-wide financial equalisation 

scheme between the state and local authori-

ties – is lagging far behind political decentrali-

sation – i.e. the transfer of rights and duties to 

the local level. In the majority of cases, state 

financing for local budgets is irregular and un- 

predictable; the municipalities have very little 

tax revenue of their own and are not able to re-

finance their investments on the capital market. 

The path towards a national system of finan-

cial equalisation between the state and local 

government is long and there are many political 

hurdles to overcome along the way.

Reliable financial transfer 

Benin is the perfect example of this: the coun-

try’s decentralisation programme is still in its 

infancy. Thus, the transfer of finances from the 

central state to local self-governments is still 

somewhat difficult. To date, a municipal devel-

opment fund supported by KfW Entwicklungs-

bank has provided funds for specific projects in 

eight selected towns and local authorities – be 

it for a school, a market or a bus station. This 

municipal development fund is now being devel-

oped further into a transfer system encompass-

ing all 80 local government areas in the country. 

Officials from the government and the adminis-

tration decide how to allocate and invest funds 
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in intensive negotiations with the local govern-

ment bodies. Then these decisions are published. 

KfW Entwicklungsbank was heavily involved  

in the development of this innovative financing 

instrument and in funding the corresponding 

budget line. These funds are also used to finance 

training programmes: local government employ-

ees learn how to plan budgets and how to use 

public investments correctly and transparently.

Far fewer serious conflicts

Good governance is an essential prerequisite for 

development success. Conversely, “bad govern-

ance” can hinder or even reverse development, 

particularly if it results in violent conflict. On 

the whole however, the number of violent con-

flicts in Africa has fallen dramatically. Whereas 

in 1999 there were still eleven serious conflicts 

ongoing in Sub-Saharan Africa, this number 

has since decreased markedly. This trend must 

be encouraged and continued support needs to 

be provided for the peace process in countries 

such as Congo, Liberia and Sierra Leone.

Correctly identifying conflicts and their under-

lying causes as well as finding a peaceful solu-

tion are fundamental prerequisites of lasting 

stable conditions, progress and development. 

Against this background, on behalf of the BMZ 

and the German Foreign Office (AA), KfW Ent-

wicklungsbank supports social, economic and 

political reconstruction measures, international 

demobilisation, disarmament and reintegra-

tion programmes and reconciliation processes. 

Here, swift recovery programmes go hand in 

hand with the long-term strengthening of 

good governance.

Peacebuilding measures are particularly effec-

tive if they involve all players during the delicate 

and tense post-war period and take into account 

regional, political or ethnic differences. An ex- 

ample of successful collaboration between the 

state, civil society and church organisations is 

the Fund for Peace in the Democratic Republic  

of the Congo that is supported by German De-

velopment Cooperation.

Political participation – the best way to prevent crises and conflict. 

Targeting all levels

Measures to prevent crises and conflict tackle 

not only the national, but also the local level. In 

urban areas, for example, FC funds are used to 

support projects that aim to rehearse conflict 

resolution strategies. For instance, social work-

ers and community officers are trained to help 

specifically in the neighbourhood in which they  

work – an approach which, as a rule, reduces 

the rate of violent crime. Approaches such as 

these can prevent the spread and politicisation 

of conflict. A particularly successful example 

of the prevention of violence can be seen in 

Khayelitsha, a former township in Cape Town, 

where violence and crime have been signifi-

cantly reduced by means of participative urban 

planning, improved basic services and the 

upgrading of public spaces. 

Accompanying Africa’s states on the path to  

good governance is essential and both a con-

dition and a prerequisite of development. This  

is the only way to appreciably alleviate poverty. 

With its commitment in the field of govern-

ance, FC, in collaboration with other donors and 

German implementing bodies, sets targeted 

and effective priorities: anchoring structures 

compatible with the rule of law, encouraging 

democratic participation, strengthening public 

institutions, fighting corruption and, last but 

not least, preventing crises. A stable democratic 

state can only function with peace, and only 

with a stable rule of law is lasting peace pos- 

sible – this creates the necessary conditions for  

sustainable development that benefits the 

population as a whole.



a fund for PeaCe
reConstruCtion in the demoCratiC rePubliC of the Congo 

Return to a daily routine – Peace Fund provides perspectives. 

The long years of war have destroyed much of 

what constitutes living in dignity. This is a bitter 

truth for the women and girls in the Democratic 

Republic of the Congo. According to aid agency 

estimates, in some villages as many as two-thirds 

of them were raped. Talking about the ordeal 

was a taboo and largely continues to be so. The 

war that broke out in 1996 claimed the lives of 

millions of people, or forced them to leave their 

homes. There is little left of the infrastructure 

in this country, which is blessed with more 

natural resources than almost any other in 

Africa. Schools and health care facilities were 

destroyed, roads and paths overrun by jungle, 

crops ruined – the economy was left in tatters.

Since 2006, the country has been beginning to 

get back on its feet: the first democratic elec-

tions in 40 years were held. To encourage the 

peace process, KfW Entwicklungsbank in 2007 

set up a peace fund for the Congo on behalf of 

the German Federal Government. “Our objective 

is to facilitate tangible progress in as little time 

as possible, to strengthen hopes of a better 

future and to assist the new government in its

reconstruction measures”, says KfW project 

manager Claudia Bürkin. “That is an immense 

challenge in a country where there is destruction 

across all sectors and across all areas of life."

For the rapid reconstruction in the eastern 

provinces of Congo and in the Kinshasa region, 

the Federal Government will be making a total 

of EUR 50 million available via KfW Entwick-

lungsbank through 2011. This will be used to 

finance labour-intensive projects designed to 

resuscitate the local and regional economic 

cycles, to give people hope and provide pros-

pects for the future. 

“The more opportunities people have to obtain  

income from peaceful work”, says Bürkin, “the 

less they will resort to digging in illegal mines 

or joining rebel groups. Until now, this was 

often the only way for them to support them-

selves and their families." Civil society organi-

sations, churches and the government jointly 

select the most effective employment projects. 

The large number of Congolese and interna-

tional NGOs, which were also active during the 

war years, are important partners.

Slowly, life is returning to normal and peace is  

beginning to pay off: schools that were oc-

cupied by the rebels during the war again echo 

with the sounds of children’s voices; roads are 

being levelled; wastewater pipelines cleaned and  

repaired. Women and girls can find help in health

care stations set up via another Financial 

Cooperation (FC) programme jointly run with 

the German Welthungerhilfe – there they can 

speak about their traumatic experiences. 
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dribbling against violenCe
a football Programme in south afriCa to Counter Crime 

From the street to the pitch 

Dribbling, kicking, sprinting, passing the ball – 

preferably whenever and wherever they can. 

What children all over the world love to do, is 

perhaps done with even more passion in South 

Africa. After all, South Africa hosts the FIFA 

World Cup in 2010.

KfW Entwicklungsbank is making targeted use 

of this enthusiasm to take children out of their 

violent surroundings and get them off the 

streets. In South Africa, in the townships of  

Pretoria, Johannesburg or Cape Town, gang 

crime, unemployment and lack of prospects 

result in a violent mixture that children and 

young adults can also get drawn into.

This is why on behalf of the Federal Government  

KfW Entwicklungsbank is providing around 

EUR 4.5 million for the construction of more 

than 100 football pitches across the nation. Here, 

youngsters literally learn fair play, respect and 

tolerance in a playful manner. Former townships, 

as well as poor rural communities can apply for  

a pitch. The local authority must, however, pro-

vide evidence of how they intend to organise 

training and ensure that the pitch is maintained 

long-term.

The football pitch idea came about in Khayelit-

sha, a district of Cape Town. Football pitches are 

part of a more far-reaching strategy here that 

has been funded under Financial Cooperation (FC) 

since the end of 2005. It provides the local peo-

ple, neighbourhood organisations and the city 

administration with assistance to help them re-

claim the streets and squares in the district from 

criminals and to take concerted and consistent 

action against crime. Through tailored urban 

planning and appropriate public infrastructure, 

the people have been regaining more and more 

of their neighbourhood since then.

The murder and violent crime rates, which were 

still well above average just a few years ago, are 

now lower in Khayelitsha than the national av-

erage. KfW Entwicklungsbank provided around 

EUR 10 million on behalf of the BMZ for the 

reclaiming of urban areas. A further good EUR 

30 million is being provided by South Africa and 

Cape Town. “These investments in buildings, 

pathways and street lighting really are the key 

to success”, says KfW project manager Isabel 

Huber. “They get local people talking to each 

other. In this way, a veritable movement has been 

kicked-off that bolsters confidence and excite-

ment of the local people." 



the right to self-determination
family Planning, PoPulation growth and basiC soCial ProteCtion
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“Africa is a neighbour of Europe. 

Unfortunately, many Europeans are 

not yet sufficiently aware of this. 

This is why I think it is great that 

KfW Entwicklungsbank is involved 

in Africa on behalf of the Federal 

Government, and the way they go 

about it is excellent." 

Anthony Baffoe,  

General Secretary of the Professional 

Footballers’ Association Ghana and former 

member of the Ghanaian national team 

“Children – yes or no, and if so, how many?” 

In many countries this is not a personal 

decision but more a question of fate. Con-

traception is either a taboo or not available 

at all. The negative effects of this deplor-

able situation are twofold, since it also has 

consequences for the fight against AIDS. 

Convincing the affected women and men, 

as well as traditional and religious authori-

ties, of the benefits of contraception is thus 

an important and sensitive task. Both the 

right to physical wellbeing and the right to 

self-determination in respect of the number 

of children are fundamental to sustainable 

development, since rapid population growth 

in many African countries is threatening the 

impressive development progress. High birth 

rates correspond to great poverty. Also, the 

rapid rise in the incidence of infectious dis-

eases like HIV/AIDS or malaria is too much 

for the health care systems to deal with and 

weakens societies. Financial Cooperation (FC) 

provides funding in particular for nation-

wide programmes for social protection and 

campaigns to help prevent the spread of 

HIV/AIDS.

Reproductive health and basic education are 

thus the areas on which German Development 

Cooperation concentrates in a joint approach 

with other donors. In these areas, the transfer 

of knowledge, improving health and the ob-

servance of basic human rights are all inextri-

cably linked.

In order to achieve the millennium development 

goal of halving worldwide poverty, the 1994 

World Population Conference in Cairo defined 

“universal access to reproductive health care” 

as the goal for 2015. That means: free access 

to safe, affordable and effective methods of 

family planning, comprehensive support for 

women during pregnancy and birth and the 

prevention and treatment of sexually transmit-

ted diseases – first and foremost HIV/AIDS.

Almost two thirds of the 33 million people 

worldwide infected with HIV/AIDS live in Sub-

Saharan Africa. This not only shatters each 

family personally affected, it also has serious 

social and economic impacts in these coun-

tries. The majority of those infected with the 

HI-Virus become ill during the most produc-

tive phase of their lives. They can no longer 

do their jobs as parents, as farmers, teachers, 

doctors, engineers or micro-business owners. 

Not only their children, the entire economy is 

left orphaned.

In Niger, an AIDS awareness campaign run by 

the NGO “Animas Sutura” is currently receiving 

attention. The campaign was jointly developed by 

KfW Entwicklungsbank and funded on behalf of 

the BMZ. It has been praised by experts across  

the globe as a model project and particularly for  

its effectiveness, the replicability of the approach 

and its effects with regard to gender equality. 

One of the reasons for this is the project’s clever 

logo, which features a typical national cap which 

provides protection from the scorching sun. The 

allusion to condoms definitely works. 
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In addition, popular sporting personalities ad-

vertise their use on huge posters; radio stations 

are picking up on the issue and discussing it. 

The first changes in Niger are already becom-

ing apparent: for instance, a new law permits 

women to take legal measures against arranged 

marriages. Nevertheless, it will take even longer 

before all social groups accept these values. 

Unfortunately, the political climate in Niger cur-

rently poses a threat to these successes. Donors 

and implementing organisations have had to 

suspend their support, since good governance 

is an essential prerequisite for development 

cooperation and the lasting positive effects of 

a programme.

How we make a difference 

With the health sector projects 

approved in 2009, KfW will reach 

a total of 728 million people, a 

third of whom are living below the 

national poverty line. Worldwide, 

HIV/AIDS programmes are educat-

ing 117 million people about the 

illness and risks of infection. Our 

fight against infectious diseases is 

reaching 504 million people. 

The education projects committed

in 2009 mean that KfW will enable 

almost 7.5 million people – mostly 

children – to attend primary 

school. Around half of them are 

girls. The educational projects 

target primarily poorer sections 

of the population. On average, 

around 50% of the people in our 

target groups are living below the 

national poverty line. 

Providing education on sensitive issues

Health programmes funded via FC, particularly 

in West Africa, usually include components to 

prevent female genital mutilation. Even today, 

in Sierra Leone for instance, well over 90% of  

all women have been subjected to female cir- 

cumcision. There, KfW Entwicklungsbank is coop- 

erating on behalf of the BMZ with NGOs that 

educate people about this sensitive issue through 

discussion groups, theatre productions or radio 

ads in the local language, to help put a stop to 

this barbaric practice. In addition to these infor-

mation campaigns, funding is also provided for 

specific aid measures, such as medical care.

By 2050, the world population will have grown 

significantly. The United Nations predicts that 

Sub-Saharan Africa will then have a population 

of 1.7 billion – more than double its current 

population. This would increase the proportion 

of the world’s population living in Sub-Saharan 

Africa to almost a fifth – in other words: 

the region is becoming increasingly important. 

Population growth is set to remain high in North 

Africa too, where the population is expected to 

increase by 60% to 670 million. Providing every 

one of them with even just the basics – health 

care, educational facilities, clean drinking water, 

enough food – and providing young people 

with work and life prospects is a tremendous 

challenge – at national, regional and interna-

tional level. 

Thus, increased funding for education, training 

and skills-building is just as important for social 

protection as improving health and self-deter-

mined family planning. There are still around 

770 million illiterate people around the world; 

more than 200 million of them live in Africa. Of 

the 75 million children aged between six and 

twelve who do not attend school, half live in 

Africa. This is why, on behalf of the Federal Gov-

ernment, KfW Entwicklungsbank is particularly 

involved on this continent in teaching more 

children to read, write and do basic arithmetic, 

at the very least. It is for instance supporting  

Mozambique in its goal of guaranteeing all 

girls and boys a primary education. And with 

success: thousands of schools destroyed during 

the civil war have been rebuilt. Now, seven out 

of ten children in Mozambique attend primary 

school; ten years ago, it was just five in ten.

Tackling educational poverty

The educational problems in Egypt are very dif-

ferent again. Since the beginning of the 1990s, 

nearly all children, girls included, have been able 

to attend primary school. Egypt has the most 

comprehensive educational system in North 

Africa. The challenge here is maintaining this 

high standard in the light of a growing popula-

tion, with an additional 1.5 million new school 

children every year. We are helping here, too.

Assistance began in 1996, primarily in the form 

of the construction of schools. In order to fur-

ther advance the educational system, in 2007 

Egypt developed a national education strategy  

with the help of KfW Entwicklungsbank. Improv-

ing the situation of girls, particularly in rural 

areas, is the priority. Further investment is also 

being made in the infrastructure: for more build- 

ings, more furniture and more teaching materi-

als. In order to provide a higher standard, only 

those schools that comply with the require-

ments of the education strategy are approved 
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for teaching. The criteria include, among other 

things, decentralised administration, increased 

involvement of the local authorities and better 

management of the educational facility, includ-

ing parent participation. As part of FC initiatives, 

a good 7,000 classrooms have been upgraded  

or repaired since the programme began. More 

than 280,000 school children have received les-

sons in them to date.

In addition to primary education, KfW Entwick-

lungsbank also promotes vocational training in 

Africa, for example in Ethiopia and Uganda. In 

Uganda, almost 100 educational and training 

centres were equipped with apparatus and ma-

chinery and provided with additional training 

rooms. The management and the teaching staff 

were provided with specialist further train-

ing. A total of around 44,000 young people, 

including 18,000 girls, received vocational train-

ing. A sound knowledge of carpentry or joinery 

or a solid background in sustainable land use, IT 

or catering will boost their chances of finding a 

job considerably.

Award-winning campaign in Niger – fighting AIDS with a cap

Basic social protection is vital

A small clinic where a pregnant woman can give 

birth in a safe surrounding, a water connection 

providing clean water; a school that can be eas-

ily reached – it does not take much to provide 

dignified living conditions. Be it in the rural areas 

of Morocco, the townships of South Africa or 

the slums of Nairobi, all over Africa there are 

promising projects that can act as models. KfW is 

attempting to expand these projects step by step 

together with its partners, so that the experi-

ence gained in individual successful projects can 

be integrated into the national strategies of the 

partner countries and can be developed into far-

reaching basic social protection programmes.
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“here Come the vouCher babies”
Kenya’s vouCher-based mediCal treatment system is a model examPle

Bringing children into the world safely at last

A voucher for a baby? In Kenya this has proved 

to be a resounding success. The voucher guar- 

antees medical care during childbirth – some-

thing most pregnant women could not otherwise 

afford. Usually, an expectant mother would have 

to pay around EUR 250 to give birth at a medi-

cal facility – that is equivalent to an annual 

wage and completely unaffordable. The risk of 

dying during childbirth is thus extremely high 

for Kenyan women. This also applies to their 

children: one in eight dies during birth or in the 

first five years of its life.

The voucher system has brought a glimmer of 

hope to the lives of the expectant mothers and 

their families. The vouchers, which can be pur-

chased from community officers, work a bit like 

health insurance certificates. With one of these 

vouchers, a patient can go to a health care sta-

tion to give birth and no longer has to have her 

baby at home, in sometimes catastrophic hygiene 

conditions. The birth then costs the women just 

200 Kenyan shillings (approx. EUR 2), including 

four check-ups. Should a caesarean prove neces-

sary, this is also covered. Those making use of 

family planning services pay 100 Kenyan shillings 

which includes appropriate contraceptives.

With the help of KfW Entwicklungsbank, Kenya 

is making its health care system more efficient. 

The introduction of vouchers facilitating access 

to preventive treatment and assistance during 

childbirth for the poor encourages competition 

between the approved providers and, as a result, 

increases the quality of the services. The care 

offered is improved, because public and private 

health care facilities are approved pursuant to a 

uniform set of criteria.

Thus, vouchers have proved to be a small, but 

highly effective building block in reducing the 

high rate of maternal mortality. 100,000 vouch-

ers, for which KfW Entwicklungsbank provided 

funding of around EUR 6.6 million, have been 

sold in three rural areas and in two slums of 

the capital city since the programme began in 

2006. The majority have already been redeemed. 

It could be even more, since demand – including 

family planning – is extremely high: only 40% 

of the demand for contraceptives is currently 

being met in Kenya. This is another reason why 

the number of children per woman has contin-

ued to grow over the last few years.

The vouchers also alter the women’s self-esteem 

and improve the treatment they receive at health 

care facilities. KfW office director Piet Kleffmann 

in Nairobi says: “Women are no longer perceived 

as being poor, but rather as proper patients who 

are to be treated with respect." Every month, 

2,000 “voucher babies” are born healthy. In the 

words of a Kenyan daily newspaper: “Here come 

the voucher babies.”

While funds are not yet sufficient to allow vouch- 

ers to be offered all over the country, Kenya’s 

government intends to pursue this approach. 

And it is not the only one: similar systems are 

being set up in the neighbouring countries of 

Uganda and Tanzania. “Kenya”, says Kleffmann, 

“is becoming a trendsetter in Africa." 



royal initiative for a better life
a Programme for human develoPment in moroCCo

A road out of poverty – education for women and girls 

For many girls and boys living in rural areas of 

Morocco, going to school often involves a very 

long walk. “Six kilometres is just about doable. 

Any further than that is too long. A walk to 

school of more than one or two hours means 

an end to the children’s schooling before it has 

even begun”, says Silke Stadtmann, director of 

the KfW Entwicklungsbank office in Morocco. 

“But without an education, it is almost impos-

sible to find a way out of poverty."

Long distances, not enough schools and ma-

ternity clinics or health care stations, no water 

supply – all of these problems are included 

in the “National Initiative for Human Devel-

opment”, a programme instigated by King 

Mohammed VI in 2005 to improve the lives of 

the most disadvantaged sections of the popu-

lation in Morocco: the people living in rural 

areas and the city slums.

The programme, funded inter alia by KfW Ent-

wicklungsbank with EUR 5 million, is based on  

a broad range of NGOs and municipalities. 

Almost 20,000 individual projects have already 

brought noticeable changes to people’s lives.

Not only are primary schools built in small  

villages, but also residential accommodation  

in larger towns and cities. The “Dar Taliba” 

(“House for Young Schoolgirls”) is home to girls 

from remote areas who otherwise would not 

be able to attend further schooling due to the 

lack of transport. The girls return home to their 

families every weekend.

In addition, health care facilities are being built 

in rural areas to provide basic health care serv-

ices; more and more expectant mothers can 

give birth under medical supervision in “Mater-

nités” – an important measure to help reduce 

the high maternal mortality rate in Morocco’s 

rural areas.

The “National Initiative for Human Develop-

ment” is also tackling the problem of the insuf-

ficient water supply and is thus, as surprising as 

this may seem, also improving the educational 

prospects of the girls living in these areas. The 

reason: Whether there is clean drinking water 

in a village has a direct effect on whether or not 

they can go to school – traditionally, it is the 

girls who are responsible for the arduous task 

of collecting water, often from far-off sources. 

This leaves them no time for school. 



imPetus for the eConomy
strong finanCial systems and a Committed Private seCtor
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“Learning from one another means 

building bridges. I know both cul-

tures very well, the German and the 

African, and I hope that we will learn 

even more from each other. The 

World Cup is an outstanding oppor-

tunity to stimulate people's interest 

in Africa's culture and economy." 

Bradley Carnell,

Hansa Rostock football team and 

former member of the South African 

national team 

Africa is considered the world’s “problem 

child” in terms of its economy. But this is not 

the whole story. There is also good news – 

but it often goes unnoticed. The best exam-

ple of this is economic growth: in the years 

preceding the global financial and economic 

crisis, the average annual growth rates 

across Africa were 5% to 7% – far greater 

than in Europe. Net direct foreign invest-

ment in Sub-Saharan Africa increased from 

USD 10 to 32 billion annually between 2002 

and 2008. While Africa continues to be less 

involved in the global economy than other 

continents, it is far more integrated than it 

was even just a few years ago.

The reasons for these economic successes lie 

not only in the worldwide boom in natural re-

sources or in debt relief. The efforts of the gov-

ernments themselves have been instrumental 

in the upswing. Many countries in Africa have 

decentralised state power and reorganised their 

government structures to reflect the democratic 

principles of good governance; economic struc-

tural reforms have strengthened the private 

sector; the economy has diversified, making it 

less vulnerable to external shocks. All of this 

means that the range of products and services 

is far more diverse than ever before. These re-

forms have led to a remarkable microeconomic 

stability expressed in lower rates of inflation, 

reduced budgetary deficits and improved bal-

ances of trade.

The economic development of the past few 

years has been particularly impressive in coun-

tries like Morocco, Ghana and South Africa. In 

this respect also, Africa is extremely heteroge-

neous: alongside ambitious emerging market 

countries, there are countries such as Mali or 

Burkina Faso, where the majority of the popu-

lation lives from subsistence farming.

A long way to go

There is still a long way to go before economic 

growth trickles down to the population. Firstly, 

the economic basis of growth is still small in the 

majority of countries. Secondly, it is partially 

being reduced again on account of population 

growth. Only additional impetus for the econo-

my and trade will be able to change this, which 

requires the governments to consistently pursue 

their current path to reform. Good governance, 

strong financial markets, a beneficial investment 

climate, the expansion of infrastructure and the 

diversification of the economies are at the top 

of the agenda. DEG and KfW Entwicklungsbank 

can use their long-standing experience to help 

these countries. 
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An intact, efficient financial system is the cor-

nerstone of any healthy economy, which be- 

comes particularly clear in times of crisis. It 

provides sufficient capital for investment, pro- 

cesses payment transactions swiftly and reliably, 

provides savings and investments products 

and ensures by way of insurance that life risks 

such as illness, death or weather catastrophes 

can be mitigated. Yet this is precisely what is 

missing in the majority of African economies. 

Their underdeveloped financial systems are 

a major impediment to the strengthening of 

their economy. For KfW Entwicklungsbank and 

DEG this means, specifically, helping to build 

or strengthen financial sectors and to support 

financial institutions to make their services 

more professional and appeal to a wide range 

of customers.

One starting point is the microfinance sector, 

which has helped to write many success stories 

in Latin America, Asia and Eastern Europe. In 

Morocco, for example, KfW Entwicklungsbank 

is helping to support the re-financing fund 

JAÏDA. It provides various microfinance institu-

tions with sufficient capital to enable them to 

grant loans to small enterprises. While there is 

no lack of money in Morocco, it tends to be in-

vested in low-risk government bonds or major 

projects and does not flow to the places where 

it would have a direct impact in development 

policy terms.

How we make a difference 

KfW provides and maintains ac-

cess to financial services for more 

than 11 million people; around 

7 million women (approx. 62%) 

benefit from this. We support the 

majority of these people – more 

than 8 million – through micro-

finance. Our 2009 commitments 

will help to secure almost two 

million jobs over the next five years.

Thanks to DEG investments in 

2009, co-financed enterprises will 

pay around EUR 568 million in 

additional taxes a year, giving the 

governments in these countries 

the financial scope to do more to  

tackle poverty and improve edu-

cation, health care and infrastruc-

ture. They will also contribute 

EUR 1.7 billion a year in foreign 

currency earnings and help stabi-

lise local currencies.

Support during times of crisis

Against this background, JAÏDA represents a  

particularly important source of support. The  

fund mobilises the “liquid” funds on the banking 

market and makes these available to microfi-

nance institutions. This prevents valuable invest- 

ment capital from being lost by the local finan-

cial market: micro-loans enable small enterpris-

es to make investments and secure jobs. They 

create jobs and income for the poorer sections 

of the population in particular. Especially in 

times of financial crisis, JAÏDA is a reliable part-

ner for Morocco's microfinance institutions.

With its current commitments of around 

EUR 2.2 billion, KfW Entwicklungsbank is the 

largest financer worldwide in the microfi-

nance sector. In Africa, too, it is the leader. By 

promoting the grant of small loans – often 

just a few hundred euros in Africa – the bank 

is helping to improve the structure of existing 

financing institutions and, where necessary, 

to build new ones. The objective is to provide 

more microfinance services across the board to 

meet the huge demand for loans, secure sav-

ings programmes, low-cost payment transac-

tions and insurance.

Impetus that crosses borders

KfW is also using its extensive experience in this 

field to develop regional initiatives to trigger new 

impetus across national borders. With the help 

of the Microfinance Initiative for Sub-Saharan

Africa (MIFSSA) for instance, eleven new micro-

finance institutions have already been created 

in nine countries. Set up by the BMZ in 2005 

and implemented by KfW Entwicklungsbank, 

this initiative helps, in cooperation with inter-

national donors, to alleviate bottlenecks in 

micro-lending. MIFSSA is now responsible for 

granting micro-loans to the tune of around 

EUR 24 million for almost 20,000 people with 

small shops, skilled craft businesses or sewing 

businesses. This has enabled these people to 

secure their own existence or to secure the 

expansion of their business. In addition, around 

130,000 savings customers have deposited 

more than EUR 73 million to date in new micro- 

finance institutions in Sub-Saharan Africa. 
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These savings are so important because they pro- 

vide the basis for further micro-loans, and they 

are also in the local currency. In many countries 

in Africa, the problem facing companies is that 

loans are disbursed not in the local currency, but 

in euros or US dollars. This is particularly prob-

lematic for companies that generate revenue in 

the national currency and have no foreign cur-

rency income, since, in the event that their own 

currency drops in value during the term of the 

loan, they have to pay back much more than 

originally expected. Banks having to refinance 

local currency loans with euros or US dollars  

because they do not have sufficient local capi-

tal are also exposed to this risk. Private and in-

stitutional investors in these countries often do 

not have enough trust in local banks to provide 

them with long-term capital.

This is where The Currency Exchange Fund (TCX) 

comes in, established by KfW Entwicklungsbank 

and DEG together with other development fi-

nancers. Its aim is to enable more banks to give 

out loans in national currencies. The Fund – the 

first of its kind worldwide – secures financing in 

local currency by taking on the exchange rate 

risks of the banks and companies. This also ben-

efits the “Regional MSME Investment Fund for 

Sub-Saharan Africa” (REGMIFA), as it helps to 

reduce the risks of its refinancing transactions. 

This investment fund provides the majority of 

funds in local currencies and with longer repay-

ment terms. REGMIFA, a joint fund financed by 

a group of international donors, development 

banks and the World Bank Group, is based on 

the resolutions of the G8 summit in Heiligen-

damm in 2008. It was coordinated under the 

auspices of KfW Entwicklungsbank on behalf of  

the BMZ and set up at the end of 2009. Its ob-

jective is to help financial institutions in African 

countries to disburse more loans in local cur-

rency to micro and small enterprises.

Engine for development – investment in the private sector 

More private investment needed

To stabilise growth in the African economies in 

the long term, there is also a need for more pri-

vate sector investment. Of the USD 465 billion 

invested by private companies in developing 

and emerging market countries in 2008, only 

5% was invested in Africa, three quarters of 

which went solely to South Africa. In no other 

region is the private sector as underdeveloped 

as in Africa. Trade also needs to gain momen-

tum both within Africa and internationally.

This can happen only if the investment climate 

and trading conditions improve in these coun-

tries. Again and again the leading industrial 

nations have promised at summits to provide 

strong financial support for this process in 

Africa. The German involvement in these G8 

resolutions is being implemented by KfW Ent-

wicklungsbank inter alia through a programme 

to improve the investment climate (Investment 

Climate Facility – ICF) and a programme to 

encourage trade (Africa Trade Enhancement 

Programme – ATEP). 
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Creating connections – trade and export need infrastructure.

Towards a better investment climate

The Investment Climate Facility (ICF) is used to 

finance projects that remove administrative  

barriers facing companies, for instance those 

relating to the registration and licensing of 

companies, tax and customs policies or secur-

ing property rights. Even small measures often 

result in great successes: in Rwanda, for exam-

ple, the new electronic registration process has 

reduced the time required to start a business 

from two years to just three weeks. In Lesotho,  

meanwhile, enterprises can have VAT payments  

reimbursed within 20 minutes thanks to stream-

lined automated processes; in the past, they 

had to wait two weeks.

The ICF is a public-private partnership in which 

government funding is supplemented with pri-

vate investments. Private enterprises, African 

governments, international donors and the In- 

ternational Finance Corporation are involved 

in the facility. KfW invests on behalf of the 

German Federal Government; it has a seat on 

the supervisory bodies of the ICF and runs the 

German steering group, which also includes 

DEG and the GTZ.

The Africa Trade Enhancement Programme, 

which is set to begin in 2010, will help to close 

another gap in the African financing systems. 

It was developed by KfW Entwicklungsbank on 

behalf of the BMZ specifically to finance trade 

and export. In many African countries, there 

are often no instruments to finance trade for 

enterprises that do not belong to the profita-

ble oil or mining industries, because the busi- 

ness appears to the banks to be too risky. This 

is particularly true of small and medium-sized 

manufacturing companies and for agribusi-

nesses. Consequently, they are unable to finance 

the investments needed for trade or to bridge 

critical operational phases.

The programme is designed to support banks in 

developing suitable financing instruments that 

meet the special needs of trading enterprises 

and manufacturers. With long-term loans, for 

instance, producers can pre-finance products 

intended for trading or build modern storage 

facilities. This allows them to store agricultural 

produce when prices are low and to sell them 

when prices begin to pick up again. Another ex- 

ample of funding for trade finance is a promo-

tional loan of EUR 50 million for South African 

exporters granted by KfW to the Industrial 

Development Corporation South Africa in De-

cember 2009.

Capital for trade and agriculture

Not only the investment climate has to be 

favourable; private companies also need capital 

to realise their investment plans – capital that 

is often not available in sufficient quantities in 

Africa. DEG thus provides targeted assistance 

for private sector involvement. For example, it  

is funding sustainable agriculture in Egypt, a 

food processing company in Zambia and private 

investments in West and East Africa to expand 



25

the health care system. DEG steps in primarily 

in countries in which the risk of financing in-

vestments in the private sector is too great for 

the commercial banks. In these cases, it makes 

capital available to the companies directly or to  

local banks and holding companies over a long 

period of time, so that they can expand their 

business with private sector companies, in par-

ticular small and medium-sized enterprises. 

In order to provide even more effective funding 

for the private sector, above all in Sub-Saharan 

Africa, DEG, nine other development financers 

and the European Investment Bank joined forces 

in 2003 as the European Financing Partners S.A. 

(EFP). By 2009, the current 13 financing partners 

have provided a total of EUR 340 million for pri-

vate investors. Demand is so great that a further 

EUR 230 million were allocated for 2009.

Infrastructure as the foundation

However, even greater sums are required to 

expand infrastructure. The economy, trade and  

export are not only hampered by the weak 

financial systems in Africa, but also by the lack 

of adequate infrastructure. Just imagine a Eu-

ropean company where the power is turned off 

for several hours every day and that transports 

goods to its customers not by motorway, but 

via dirt tracks. Communication, meanwhile, is  

provided via slow Internet connections. The 

lack of adequate infrastructure is reducing the 

productivity of enterprises in Africa by up to 

40%, representing a considerable competitive 

disadvantage in comparison with other regions 

of the world. For example, it costs six times as 

much to transport a container from Mombasa 

in Kenya to the neighbouring state of Rwanda 

than it does for the far longer distance from 

Europe to Kenya. Under these circumstances, 

the majority of landlocked African countries 

are not competitive.

Communications for millions

In order to motivate companies to commit to the 

African market on a long-term basis, the coun-

tries must work hard to prepare the ground – 

sometimes literally, as is the case with the East 

African undersea cable, co-financed by KfW Ent-

wicklungsbank. A fibre-optic cable measuring 

around 10,000 kilometres in length and stretch-

ing across the seabed along the East African 

coast from South Africa to Sudan will link a total 

of 21 African states with one another and with 

the rest of the world. The cable will allow for fast 

Internet access and other high-quality commu-

nications standards. The West African deep-sea 

cable, co-financed by DEG, is similarly ambitious  

and very important for the African states. Here,  

a fibre-optic cable measuring almost 7,000 kilo- 

metres is being laid on the seabed between 

Portugal and Ghana as well as Nigeria. By means 

of branch connections, it will also be possible to 

connect Morocco, Senegal and Côte d'Ivoire to 

the network. The cable connection, which can  

be used by all phone and network operators, is 

set to be ready for operation in 2010. This will 

increase capacity for international and regional 

data transfer more than tenfold, resulting in sig-

nificant reductions in the costs of telephone calls 

and Internet use. The next step will be to extend 

the cable to South Africa.

To ensure that less densely populated regions 

of Africa are not excluded from this modern 

telecommunications systems, DEG has invested 

in various mobile phone projects in Tanzania, 

Nigeria, Kenya and Zambia, among others. These 

cost considerably less than landline connections. 

DEG is implementing a regional project together 

with Celtel International: today, this company 

operates the largest borderless mobile phone 

network in Africa with millions of new custom-

ers every year. In addition to Celtel’s activities in 

Kenya and Zambia, DEG has funded investments 

by Celtel in Madagascar, Malawi, Uganda and 

the Democratic Republic of the Congo.

Developing the infrastructure in Africa is a ma-

jor and expensive task that cannot be achieved 

at national level alone. It requires cooperation  

across entire regions. According to recent esti- 

mates by the World Bank and the African De-

velopment Bank, around EUR 60 billion will 

be needed annually to develop the economic 

infrastructure over the next 10 to 15 years. Two 

thirds of this will go towards new investment, 

the rest for the operation and maintenance 

of the facilities. The BMZ is thus helping the 

Southern African Development Community 

(SADC) to draft regional plans on how to de-

velop the infrastructure and to elaborate joint 

standards, for instance for road construction 

or energy supply.

Growth, also for the poor

The African countries have to tackle many issues 

at once: developing their transport infrastruc-

ture and energy supply, improving their financial 

systems as well as the framework conditions for 

the involvement of the private sector. Only in 

this way can sustainable and far-reaching eco- 

nomic growth be created that will also profit the 

poorer sections of the population. Strong eco-

nomic performance is the only way of fighting 

poverty given the high population growth rate.
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Investments in the construction of roads in exchange for raw materials

New players
The increased commitment of “new donors” in 

Africa has heralded a new age in international 

cooperation with Africa. Countries like Brazil, 

Russia, India and China (also known as the BRIC 

states) are discovering that Africa is an increas-

ingly promising economic area – due on the one  

hand to the important reserves of natural re-

sources such as oil, metals and diamonds, and 

on the other to the opportunities that Africa 

has to offer for investments and the develop-

ment of new markets.

The BRIC states increased trade with African 

countries fortyfold between 2000 and 2008 – 

from USD 3.5 billion to USD 166 billion. China 

takes pole position in this process: its trading 

volume with Africa was over USD 100 billion 

in 2008. In November 2009, it announced a  

further intensification of Chinese- African re-

lations and promised additional low-interest 

loans in the amount of USD 10 billion for the 

next three years.

However, the cooperation of these new players 

is shaped by a different understanding than the 

development cooperation of traditional Western 

donors, not least against the background of 

their own experiences as recipients of aid. As a 

rule, their financial commitments are not con- 

tingent on the implementation of political and 

economic reforms, for instance with regard to 

good governance, democracy, human rights or  

fiscal discipline. Considerations of sustainability, 

such as strengthening the productive forces of  

the partner country in the long term or envi-

ronmental and social acceptability, often take 

a back seat. China sees itself more as an equal 

trading partner, which, in return for raw mate-

rials and new market outlets, helps to develop 

road networks, invests in energy supplies or 

builds hospitals.

In the Democratic Republic of the Congo, for 

instance, China is planning to invest several 

billion US dollars in roads, railways and universi-

ties. In return, copper and cobalt will be exported 

from Congo to China. Another consideration is 

that relations with the African states are also im-

portant for political positioning in the interna-

tional context, for instance in UN votes.

The commitment of these new players offers 

opportunities for Africa and brings important 

impetus for growth to the continent. At the same 

time, the larger “pool of donors” poses a chal-

lenge for partner governments to set the right 

course for their own sustainable development. 

After all, ultimately – in the spirit of self-deter-

mination – it is the responsibility of the partner 

country to ensure that cooperation with donors 

leads in the long term to a balanced reconcilia-

tion of interests. For the traditional donors too, 

the entry of the new players demands a change 

in thinking, not least where donor coordination 

is concerned. In this context there is potential for 

trilateral cooperation, e.g. between an African 

state, China and Germany. In this way, tripartite 

cooperation for the purpose of passing on exper-

tise can be used not only as a means of transfer-

ring German development policy experiences to 

the new players and their cooperation in Africa, 

but also to intensify dialogue and the learning 

process between the parties. 
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Africa portfolio 2005 – 2009 
KfW Entwicklungsbank has committed a total 

of around EUR 3.17 billion for Africa over the 

last five years – that corresponds to 22% of 

total Financial Cooperation (FC) commitments 

for this period. Measured in terms of budget 

funds, the proportion is even greater: Africa 

profited from 36% (EUR 2.4 billion) of budget 

funds committed under FC from 2005 to 2009.

Good governance is the basis for sustainable 

development. Accordingly, 21% (EUR 649 mil-

lion) accounted for the largest proportion of 

total commitments for Africa in this develop-

ment sector. In addition to projects to promote 

democracy and municipal development, this 

also included programmes for peacebuilding 

and crisis prevention. Climate change will have 

a particularly severe effect on Africa. With 19% 

each of African commitments, special empha-

sis is being given to the development sectors 

food security/agriculture/resource conservation 

(EUR 606 million) and water supply/wastewa-

ter and solid waste disposal (EUR 599 million) 

to secure the natural environment upon which 

people’s livelihood depends. The foundation 

stone for alleviating poverty is the continuation 

along the path of economic growth in Africa. 

Programmes for sustainable economic develop-

ment (EUR 330 million) as well as projects to 

improve infrastructure (EUR 359 million) were 

funded with around 10% and 11%, respectively. 

A total of 16% of the Africa commitments were 

provided for projects targeting social protection, 

around 10% (EUR 317 million) for improving 

health, family planning and preventing HIV/AIDS 

and approximately 6% (EUR 176 million) for 

education programmes.

For projects in more developed African coun-

tries, KfW also uses its own funds, raised on the  

capital market. This increases the Federal Gov-

ernment’s scope for action and facilitates fund-

ing for other important development policy 

projects. On average, 22% of Africa commit-

ments – a good one fifth – originate from KfW's 

own funds. Egypt, Morocco, Tunisia, Kenya and 

South Africa in particular benefit from this. 

Democracy, civil society, public administration,  

peacebuilding and crisis prevention 

Food security, agriculture/fishery, environmental policy, 

conservation and sustainable use of natural resources 

Drinking water, water management,  

wastewater/solid waste disposal 

Infrastructure: energy, transport and communications

Sustainable economic development 

Health, family planning, HIV/AIDS prevention

Education

Other, non-attributable

21%

19%

19%

11%10%

10%

6%

4%

Differences in the totals are due to rounding.
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Morocco

GNP/capita in USD 2008 2,580

Main exports Textiles,  
phosphates/ 
phosphate products

HDI ranking of 182 130

Literacy in % 55.6

BTI ranking of 128 98

Ghana

GNP/capita in USD 2008 670

Main exports Gold, cocoa 

HDI ranking of 182 152

Literacy in % 65.0

BTI ranking of 128 26

Mali

GNP/capita in USD 2008 580

Main exports Gold, cotton

HDI ranking of 182 178

Literacy in % 26.2

BTI ranking of 128 55

Nigeria

GNP/capita in USD 2008 1,160

Main exports Crude oil,  
liquid gas

HDI ranking of 182 158

Literacy in % 72.0

BTI ranking of 128 84

GNP/capita =  Gross national product per capita

HDI =  The United Nations Human Development 

Index is a ranking that measures the level 

of human developmentt in a country.

BTI =  The Bertelsmann Transformation Index, 

an international ranking of 128 develop-

ing and transition countries showing 

the political and economic development 

status as well as the effects of reform 

strategies on the path to constitutional 

democracy and a market economy sup-

ported by social policy.

Less than 0%

0 to 2.5%

2.6 to 4.0%

4.1 to 5.0%

More than 5.0%

No data available

Economic growth 2007–2009
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own building materials at last
deg is finanCing the first Cement faCtory in namibia 

Construction of a cement factory in Namibia 

Cement is in short supply in Africa. Production 

is far from sufficient to meet the huge demands 

for the development and expansion of the 

infrastructure. The situation in Namibia is even 

more difficult, since it is one of the countries 

that does not have its own cement factory. This 

sought-after construction material has to be 

procured from South Africa via rail and road.

This is about to change. Since 2008, Schwenk 

Zement KG has been building what is currently 

Namibia’s only cement factory some 400 kilo-

metres north of Windhoek. This commitment 

in a developing country is also a first for this 

medium-sized, family-owned German company. 

Since the construction of a cement factory 

requires a large amount of capital, DEG has as-

sisted the company in this effort. “Financing a 

project of this size”, says DEG project manager 

Markus Rudersdorf, “demands courage on the 

part of the company, as well as of the banks 

involved." DEG is now sharing the necessary 

third-party funding of around EUR 132 million 

with the European Investment Bank and the 

Development Bank of Southern Africa.

The factory is set to be the most modern in the 

Schwenk Group. The latest technical standards, 

above all regarding dust emissions, keep the 

environmental impact as low as possible. Once 

it is up and running, the factory will produce 

700,000 tonnes of cement per year. That is twice 

as much as is currently consumed in Namibia. 

Part of the production is therefore already des-

tined for South Angola, where, now that the 

civil war is over, the demand for construction 

materials is particularly high.

Cement production is not only expensive, but 

also requires a great deal of energy. In order to 

operate in the most resource-friendly manner 

possible, Schwenk intends to cover 20% of its 

fuel needs from sustainable energy sources. 

The energy source in question is the encroacher 

bush, a particularly aggressive species of bush 

with extremely hard and long thorns, which is  

encroaching upon increasingly large areas of 

farmland. The dreaded bush is uprooted by ma-

chine, chopped on site and transported to the 

factory in containers.

In the remote rural region that lives mainly from 

farming, the cement factory will secure employ-

ment for 300 people. A further 2,000 will profit 

from supply work. Moreover, the company is 

also encouraging the development of the infra-

structure in the region. 



a new ChanCe in life
miCrofinanCe initiative for small enterPrises in ghana 

Financial independence – micro-loans create jobs and income.

This was the opportunity the small craftsmen, 

the seamstresses and traders in Ghana’s capi-

tal, Accra, had been waiting for. The first loan 

was paid out less than two weeks after “Advans 

 Ghana Savings and Loans Limited” (Advans 

Ghana) opened. Almost 400 loan applications  

had been received by the end of the first month.  

A year later, in November 2009, there were 

thousands of customers, three branch offices – 

a fourth is being set up outside Accra, and  

offices five and six are in planning. Demand con-

tinues to be high – despite the global economic 

crisis, which has also affected Ghana. 

Behind the steadily rising number of loans, 

with an average amount borrowed of just over 

EUR 300, there are many individual success 

stories. One such success story is that of Dora 

Tagoe, who runs a grocery store. Starting with 

a small loan to re-stock her merchandise, in the 

meantime she has expanded her range consid-

erably and rented a larger store with the help of 

four further loans. She used the last loan to buy 

a refrigerated container so that she can keep 

more fish and meat for her customers. Her cus-

tomer base has grown along with the expanded 

range and the quality of her store and she has 

made a name for herself on the market.

Like Dora Tagoe, small enterprises with three 

to five employees are at the heart of economic 

growth in Ghana. To date, however, they were 

largely unable to obtain loans if they wanted 

to buy a piece of land, machinery or goods in 

order to set up a business. With their irregular 

income, without the usual security and equity, 

traditional banks are not interested in having 

them as customers.

To ensure that this potential and these op-

portunities do not go untapped, KfW Entwick-

lungsbank is involved in the creation of two 

specialised microfinance institutions in Ghana: 

one for rural areas and one for the capital, 

Accra. Advans Ghana is one of eleven microfi-

nance institutions in nine countries set up since 

2005 by MIFSSA, the Microfinance Initiative for 

Sub-Saharan Africa. In the future, the Regional 

MSME Investment Fund for Sub-Saharan Africa 

(REGMIFA) set up by KfW Entwicklungsbank will 

ensure through its range of financing services 

that Advans Ghana can grow with its customers 

and provide them with sufficient funds.

This is beneficial not only to the efficiency of 

the Ghanaian financial market. The loans have 

also changed Dora Tagoe’s life for the better: 

she is more financially independent now and 

has the money to pay for medical treatment for 

sick relatives. Moreover, it has boosted her self-

esteem, since with her success she has earned a 

great deal of respect. 



sun, water, wind and heat
high Potential for Climate-friendly energy as yet unused
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“Africa is not the continent of 

crises and catastrophes. On the 

contrary: it has a great deal to 

offer. It has beautiful landscapes 

and is also becoming increasingly 

interesting in economic terms. 

More and more private companies 

are recognising this and investing 

in Africa."

Célia Okoyino da Mbabi, 

player on the German team SC 07 Bad 

Neuenahr and selected to play on the 

German national team

Switch on, switch off, switch on – we tend 

to take electricity for granted and do not 

even think about whether or not it is avail-

able. We seldom experience power cuts in  

Germany. The situation in Africa is another  

story altogether. Here, regular power stop- 

pages are a daily occurrence in many coun-

tries. The entire continent suffers from 

enormous energy scarcity. This is a major 

barrier to its development, since modern 

economies cannot be built without electric-

ity. Without electricity, Africa would con-

tinue to be merely the supplier of natural 

resources. With it, however, these resources 

could be used locally, thereby creating jobs 

and boosting the economy.

There is not only a lack of electricity in the more 

developed economies in Africa, such as South  

Africa or Morocco. It is lacking above all in areas  

where there are clear signs of economic progress:  

among the farmers who no longer only culti-

vate their fields to provide subsistence for them- 

selves and their families, but who also produce  

cotton for sale and further processing for in-

stance; or among small and micro enterprises 

that are forced to bridge gaps in the power 

supply with expensive diesel generators that are 

damaging to the environment.

Even in places where people are not yet con-

nected to the grid, in particular in rural regions, 

the scarcity of electricity has a negative impact,

for instance, if yellow fever vaccines degrade 

in health care stations because they cannot 

be kept refrigerated. Electricity also helps to 

reduce the health risks in the home, where 

light bulbs can replace the candles and petro-

leum lamps that more often than not lead to 

respiratory illnesses. Electricity also facilitates 

economic development, even at a low level: 

drying fruit, milling cereals, pressing oil fruits – 

labour that is usually carried out by hand – is 

much easier with electrical equipment. More-

over, yields also increase, making it possible to 

set up small processing plants offering services 

for which people are prepared to pay. Last but 

not least, by powering radio, television and the 

Internet electricity provides a connection to 

the rest of the world.

An adequate, reliable supply of energy that is 

as environmentally friendly as possible is an 

essential prerequisite for building a path out 

of poverty. There is, however, a paradox in the 

situation in Africa: while the continent has 

huge energy potential – larger than any other 

continent – it is far from being fully exploited. 

This is particularly true of renewable energy 

sources. Here, Africa has a wonderful oppor-

tunity to take a low-carbon development path. 

Provided they comply with the social and envi-

ronmental standards of the World Commission 

on Dams, hydropower plants along the major 

rivers, particularly in southern and central Africa 

could provide millions of people with afford-

able and environmentally friendly energy.



34

However, according to the International Ener-

gy Agency, to date only around 10% of the 

continent’s hydropower is being tapped. Large 

wind turbines along many of Africa's coasts 

could capture the energy from the air, but only 

 Morocco, Egypt and South Africa currently have 

wind farms. Across all of Africa, solar energy 

could be used to power countless decentralised 

photovoltaic systems, as well as solar thermal 

power stations for industrial-scale technology  

applications. Yet there are hardly any such 

farms or stations.

Hot steam from inside the earth

East Africa has great geothermal potential. The 

geothermal energy of the volcanic Rift Valley is 

perfect for generating electricity. Kenya, which 

is taking a lead role in this field, today covers 

around 15% of its electricity demand from this 

source. There are now three geothermal power 

plants in the Olkaria volcanic field, and a fourth 

is planned. Both KfW Entwicklungsbank and DEG 

are involved, providing a good example of how 

the work of the two development institutions 

can be complementary. While KfW supports the 

public operators during the start-up phase in 

order to make the power station attractive for 

the private sector, DEG comes in when private 

entrepreneurial initiatives need strengthening.

An award-winning project

The cooperation between KfW Entwicklungs-

bank and the Kenyan state energy supply com- 

pany KenGen began in the 1990s with the 

construction of Olkaria II, Africa’s largest geo-

thermal power station to date. Hot steam at 

a temperature of up to 300 degrees Celsius is 

extracted from the Earth to power two turbines 

with a total output of 70 megawatts. Funds 

have been allocated for exploratory drilling for 

the geothermal power station Olkaria IV. De- 

pending on the outcome, the future power sta-

tion will have a capacity of between 70 and 140 

megawatts. These expansions would mean that  

a quarter of electricity consumed in Kenya could 

be produced from this renewable energy source.

Olkaria III, meanwhile, is the first private geo-

thermal power station in Sub-Saharan Africa 

and DEG is therefore involved in the project. 

It arranged and secured the financing for the 

expansion of the power station by means of a 

consortium. The project, which has won several 

awards, is seen as a shining example of how re-

newable energy can be used – also in coopera-

tion with the private sector.

The energy supply system in Africa still has a lot 

of catching up to do. Taking the continent as a 

whole, only three in ten households are con-

nected to the power grid; in Sub-Saharan Africa 

and in particular in rural areas, the figure is of-

ten even lower. In some cases, only one in fifty 

households is connected to the public supply 

grid. In statistical terms this means each person 

(excluding South Africa) has just two hours of 

electric light daily – and that from just a single 

light bulb. At around 125 kilowatt-hours, the 

annual per capita electricity consumption is still 

far lower than that of other developing coun-

tries, but it is expensive. Africa’s share in global 

energy consumption is 3%; however, its share 

in the global population is 13%. In compari-

son, Europe consumes 18.5% with a population 

share of 8%.



Providing electricity to more people

If Africa is to catch up with the modern econo-

mies, there is no getting around the need for 

electricity. According to most recent estimates, 

a large amount of money will be required for 

a secure energy supply in Africa over the next 

ten years: USD 50 billion annually – half for 

new investments in infrastructure, and half to 

maintain and modernise existing facilities to 

make them more efficient. A great deal of work 

is also required on transmission grids.

However, these investments – in Sub-Saharan 

Africa at least – are not forthcoming. Despite 

the welcome period of growth over the last few 

years, electricity suppliers and the governments 

usually lack the funds to realise these plans,  

or they have other priorities. For international 

investors, the political and legal conditions in 

Africa are often still too uncertain. There is no  

feed-in tariff legislation governing how elec-

tricity is paid for, or tariff systems that cover 

the costs of repair and maintenance and facili-

tate new investment. What is more, there is a 

lack of expertise and capacity among operators.

North Africa is leading the way

In North Africa the situation is already quite 

different. Here, the conditions for electricity 

generation from renewable energy sources are 

very attractive to private investors. Wind condi-

tions at wind farm sites in Morocco and Egypt 

are among the best in the world. Electricity can 

now be generated here from wind at competi-

tive prices. The countries themselves have a 

keen interest in the expansion of renewable en- 

ergies. Morocco for instance, intends to be the  

forerunner for renewable energy in North Africa 

and, at the end of 2009, presented its own “Plan 

Solaire” with required investment of USD 9 bil- 

lion. By 2020, it hopes to obtain two gigawatts 

of power from solar thermal power stations.

The Mediterranean solar power plan also reflects 

the great interest in the further expansion of 

renewable energies in North Africa. The plan was 

developed by the Union for the Mediterranean 

established in 2008 – a union between the Euro-

pean Union and the countries on the Mediter-

ranean coast. KfW Entwicklungsbank is also 

involved in the implementation of this project. 

Together with the French development bank, 

Agence Française de Développement, and the 

European Investment Bank KfW has agreed on 

joint criteria to promote renewable energies and 

energy efficiency. All three institutions intend 

to provide considerable volumes of funding for 

this project.

Connection to a power grid – still a rarity



Another initiative that is still in its early stages 

but that also aims to exploit the significant po- 

tential of solar energy for Africa and Europe is 

“Desertec”. The purpose of this initiative, set up 

by a private consortium, is to produce solar 

power for Europe and Africa in the deserts of 

North Africa and the Middle East. According 

to its vision, “Desertec” hopes one day to be 

able to provide around 15% of Europe’s energy 

supply. The volume of investment until 2050 

is estimated at EUR 400 billion. KfW is in close 

contact with the consortium and supports its 

vision of increased use of renewable energies.

For years KfW Entwicklungsbank has pursued 

the goal of using renewable energy sources and 

improved energy efficiency wherever possible 

to meet the growing demand for energy on the 

African continent, thereby facilitating environ-

mentally compatible energy use. KfW Entwick-

lingsbank has been active in this field for some 

time now in North Africa and is the largest fi- 

nancer of renewable energies in the region. Since 

the mid-1990s, the bank has provided more than 

EUR 850 million, including own funds as well as 

budget funds from the German Government. 

This also boosts the economy. One example is  

wind energy: KfW Entwicklungsbank was a pio- 

neer in this field by promoting wind energy for 

many years, financing feasibility studies and, 

ultimately, the first wind farms. It has done so  

with great success: the further expansion of 

these parks is an important element of the na-

tional energy policies of Egypt and Morocco.

How we make a difference

The energy programmes to which 

KfW committed in 2009 contrib-

ute directly to climate protection 

with savings of around two million 

tonnes of carbon dioxide per year. 

Two million tonnes corresponds 

to the CO2 consumption of a  

medium-sized German city like 

Freiburg. Overall, 12.5 million peo-

ple are benefitting from improved 

energy supply.

An important financer

In Sub-Saharan Africa also, development coop-

eration has recently been providing more and  

more funding for renewable energy. In 2008 and  

2009 alone, around EUR 250 million was com-

mitted under Financial Cooperation (FC). These 

funds are used to finance wind farms, the use 

of solar energy, hydropower plants and geo-

thermal power stations. Next to the World Bank, 

KfW Entwicklungsbank is one of the leading 

financers of renewable energy and energy effi-

ciency measures in developing countries.

German companies also benefit from this. They 

often have the specialised knowledge required 

when dealing with complex issues relating to 

renewable energy. With the expansion of wind 

and solar technology, they can play to their 

strengths and contribute their knowledge of 

technology. Already today, a considerable pro-

portion of advisory and investment financing in 

North Africa flows back to German providers.

A contribution to regional integration

Regional cooperation in the form of energy 

unions plays a crucial role when attempting to 

tackle the continent’s energy problems. One 

example is hydropower: hydropower plants are 

often located at a considerable distance from 

the final consumers or even in neighbouring 

countries. This means long transmission routes 

are necessary. Thus, regional integration and 

cross-border cooperation are becoming in-

creasingly important in order to create larger 

markets on which to trade energy. In addition, 

this allows excess capacity on the one side 

and shortages on the other to be balanced out 

evenly across borders. Furthermore, regional 

unions of this kind are lucrative for export 

countries, since trade in energy can generate 

significant revenues.

A promising example of this kind of cooperation 

is the “Caprivi Link” project in Namibia. KfW Ent-

wicklungsbank provides funding of EUR 35 mil-

lion for the project run by the Namibian energy 

provider Nampower. With a transmission line 

almost 1,000 kilometres long, this link connects  

Namibia's power grid to the Zambian grid, thereby 

bridging a substantial gap in the energy union 

in southern Africa. Electricity from those coun-

tries rich in hydropower can now be imported 

to Namibia to gradually replace the energy im- 

ported from South Africa, which is derived largely 

from coal. This not only diminishes greenhouse 

gas emissions and protects the environment, 
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it also reduces dependency on energy imports 

from South Africa. The “Caprivi Link” reduces 

bottlenecks in regional transmission and in-

creases the stability of the grid.

Sun on the rooftops – decentralised electricity supply 

Bridging gaps

A stable, reliable power supply is very important 

for the African continent. The prerequisites for 

this happening with low-carbon, renewable en- 

ergy are better in Africa than almost anywhere 

else in the world. However, the gaps in the in- 

frastructure continue to be a barrier to devel-

opment. Bridging these gaps is thus one of the 

greatest challenges for the future. If, however, 

there is greater willingness to pursue more in-

tense regional cooperation, the continent will 

be better able to tap its huge energy potential 

and alleviate power shortages step by step. Then, 

one day, it may even be possible for it to develop 

from an importer to an exporter of energy – 

while contributing to global climate protection.
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taPPing their own resourCes
moroCCo banKs on renewable energy

Excellent conditions – the wind farm in Morocco

Essaouira is one of the largest wind farms in 

Morocco. Because all of the conditions are just 

right here – the planning, the construction, and 

the management – the second plant, which is 

more than twice as large, will soon be joining 

the grid. Morocco is modernising its energy 

supply and is focusing specifically on the use 

of climate-friendly renewable energy sources. 

“Essaouira”, says KfW project manager Chris-

toph Twerenbold, “was a door opener. The suc-

cess of the wind farm has encouraged Morocco 

to make greater economic use of the enormous 

potential of wind energy."

The wind farm in Essaouira, for which KfW Ent-

wicklungsbank has provided a total of EUR 50 mil-

lion on behalf of the BMZ has been in operation 

since May 2007. Its location is ideal thanks to 

the trade winds. It is located around 15 kilome-

tres south of Essaouira on the Atlantic coast 

and has an output of 60 megawatts, providing 

electricity for 50,000 households. The second 

park, in Tangier, also funded by KfW Entwicklungs-

bank, is intended to generate 140 megawatts.

Energy is in short supply in Morocco. In view of 

the high population growth rate and to ensure 

substantial economic growth, energy consump-

tion is set to triple over the next two decades. 

However, Morocco’s goals are ambitious: in or- 

der to become less dependent on imported oil, 

which places considerable strain on the state 

budget, the Moroccan Government has been 

concentrating on the expansion of its own ener-

gy sources, such as water, wind and solar power 

since the beginning of the 1990s. The country 

hopes to ramp up the proportion of renewable 

energies in national energy generation to 18% 

by 2012. The development of wind energy holds 

particular promise in this context. Electricity 

generated in this way is becoming increasingly 

competitive, meaning it is also interesting for 

private investors.

However, even wind farms have to be examined 

and tested in terms of their environmental and 

ecological impact. Studies on how the intended 

site of a wind farm affects the flight paths of 

migrating birds from Europe are part of the sys-

tematic preparation of a project. If necessary, 

the plans are amended, as was the case with 

 Essaouira. A study by the Ornithological Re-

search Institute commissioned by KfW Entwick-

lungsbank concluded that the plans needed to 

be altered. The wind turbines are now located in 

a slightly different place than originally planned 

and are no longer in the way of the birds on 

their journey to the warmer climates of Africa.
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not only the PitCh is green
Climate-friendly football world CuP in south afriCa

Beyond the World Cup – South Africa wants to become more environmentally friendly.

Three out of four football fans will be travelling 

by bus, rail or bicycle or will walk to the stadium. 

Their own cars will be left at home. What was 

the norm in the 2006 World Cup in Germany will 

also be possible in South Africa if it all goes ac- 

cording the plans of “Greening 2010”: the pitch 

is not the only thing at the World Cup that will 

be “green”. 

Three million fans will watch the World Cup 

2010 in the stadiums, and billions more all over 

the world will watch it on television. It is a ma- 

jor event that South Africa hopes to use to 

breathe new life into the environmental debate. 

The Greening 2010 campaign aims to provide 

the impetus for alleviating the strain on the 

climate and the environment in the long term: 

through better road and rail networks, a mod-

ern public transport system, minimising waste 

generation, functioning waste disposal systems 

and energy produced in an environmentally 

friendly manner.

The World Cup provides a welcome opportu-

nity to do this – and a great vision. Overall, the 

tournament and the transport to the games 

are to be climate-neutral. That means that the 

greenhouse gas emissions that will inevitably 

be produced in connection with the World Cup, 

are to be neutralised by savings elsewhere. 

KfW Ent wicklungsbank is providing support 

for this ambitious programme on behalf of the 

BMZ to the tune of EUR 50 million.

There are hardly any environmentally friendly 

public transport systems in South Africa, since, 

to date, the country has focused mainly on cars 

and vans. However, saving electricity was not 

common in most households either due to the 

fact that electricity, which is generated primarily 

from the country's own coal, was, and contin-

ues to be, cheap due to state subsidies – far too 

cheap in fact. Only extensive and widespread 

power stoppages in 2008 led to greater accept-

ance of the fact that South Africa needs to be 

more efficient in its use of energy. 

Wolfgang Ryll, project manager at KfW Entwick-

lungsbank sees great potential in energy genera-

tion for instance: “If we use the heat generated 

too, we can save fuel. Through the intelligent 

management of production processes we could 

avoid significant volumes of greenhouse gases." 

Although the majority of funding flows to South 

African companies, the consumers themselves 

are also called upon to play their part: through 

the Greening 2010 initiative they can, for ex-

ample, improve their own carbon footprint, by  

investing in insulation for their homes or buy-

ing energy-saving light bulbs.



 

under Pressure
Climate Change is hitting afriCa PartiCularly hard
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“The 2010 World Cup will be a 

milestone in the history of the Af-

rican continent. People in Germany 

in particular know from their ex-

periences in 2006 how important 

an event like this is, not only for 

the sport, but also for international 

understanding. As captain of the 

Tunisian national team I experi-

enced first-hand at the Africa Cup 

2010 in Angola the euphoria that

football can trigger. One of Africa’s 

biggest problems is water scarcity. 

Far too many people still do not

even have the couple of cups of 

clean water they need to be able 

to live healthy lives. That must 

change – with the help of KfW 

Entwicklungsbank, which is involved 

in many projects in Africa on be-

half of the German Government."

Karim Haggui, 

player on the German team Hannover 96 

and captain of the Tunisian national team

Agriculture is vital for Africa: 60% of the 

population lives from it – often directly, 

hand to mouth. However, agriculture is par-

ticularly vulnerable to climate changes and 

the prognoses are far from rosy: dry and 

semi-dry regions are becoming increasingly 

arid, making them almost useless for culti-

vating millet or maize, while the expected 

rise in sea level will salinate the coastal del- 

tas, making it more difficult to produce rice. 

Water will become scarcer, which can lead 

to poor harvests or cause crops to fail entire-

ly. By 2020, depending on the region, yields 

are expected to be reduced by up to 50%. 

Already today, three out of ten people living in 

Africa are undernourished. Already, the popula-

tion in Egypt, Algeria, Morocco and Tunisia have 

less than 750 cubic metres of water annually 

per person at their disposal, including agricul-

ture and industry. Africa contributes least to 

climate change, but will suffer greatly under the 

consequences.

African forests absorb around 1.2 billion tonnes 

of carbon dioxide from the atmosphere annu-

ally. At the same time, deforestation releases 

almost 6 billion tonnes of carbon dioxide every 

year worldwide. This accounts for around one 

fifth of the total global emissions. In Africa, too, 

deforestation and slash-and-burn land clear-

ing for agriculture (shifting cultivation) are the 

main sources of greenhouse gas emissions. If 

this continues unchecked, the negative ef-

fects in the deforested regions will continue to 

intensify: the water cycle will be permanently 

disturbed, resulting in even greater risks of long 

periods of drought or devastating floods. The 

changes brought about by climate change are  

threatening to outdo everything that Africa has  

had to adapt to thus far. Due to its high eco-

nomic dependency on natural resources, the 

African continent is particularly at risk.

Yet without conserving the natural ecosys-

tems and learning how to use them prudently 

and sustainably, it will be impossible to escape 

poverty. According to World Bank estimates, 

natural resources are the sole means of exist-

ence for at least 200 million people worldwide. 

They provide food, clothing and construction 

materials. The sale of wild fruits or medicinal 

plants, as well as sustainable tourism can cre-

ate long-term sources of income. Therefore, 

the lives of many people, particularly in rural 

areas, depend on preserving soil quality, clean 

drinking water and preventing erosion.
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Thus, for Africa, adapting to climate change is a 

question of survival. However, many countries 

are unable to afford adaptation measures or to 

organise them effectively. The current financial 

and economic crisis is aggravating this situa-

tion further, whereby the reactions of individual 

countries vary: while Tunisia, for example, is 

taking decisive steps to tackle its environmental 

problems and is building wastewater treatment 

plants and domestic waste disposal sites across 

the country, other countries are very slow to 

rethink their priorities.

How we make a difference

The projects initiated by KfW in 

2009 are helping to improve the 

life situation of more than ten 

million people – through measures 

for water supply, wastewater 

treatment and disposal. Around 

45% of these projects contribute 

to adapting to climate change.  

Irrigation facilities are being im- 

proved for more than 1.1 million 

households, most of them sub-

sistence farmers. This helps to 

stabilise both their income and 

the amount of food they have 

available.

Forest conservation in Madagascar

In Madagascar, where only around 10% of the 

total area is still forested, the nature conserva-

tion organisation Madagascar National Parks/

ANGAP-PNM is active. It oversees conserva-

tion areas that account in total for almost 3% 

of the total area and are home to a unique 

animal and plant world. Madagascar is one of 

twelve centres of mega-biodiversity worldwide. 

In addition, these parks with their forests are 

important water stores for the rice-growing 

areas of the island. For this reason, the Federal 

Government has been supporting the work of 

the nature conservation organisation for many 

years via KfW Entwicklungsbank and has com-

mitted EUR 34 million to date. Germany is the 

largest bilateral donor in this sector, providing 

financial and technical assistance to projects of 

natural resources management and protection.

The money goes primarily to local projects to 

improve the infrastructure in the surrounding 

villages and to improve the use of the national 

parks for tourism. Investments are being made, 

for example, in environment information cen-

tres, energy and water supply and access roads. 

Funds are also used to help finance the training 

of the conservationists, since without efficient 

management of the national park network, any 

individual financing projects would be pointless.

A priority goal of this German commitment in  

Madagascar is to alleviate poverty in the sur-

rounding villages. Thus, farming families are 

provided with better quality seeds and are trained 

in how to sustainably use medicinal plants that 

they can then sell at the market. The population 

also benefits overall from nature-based tour-

ism, which offers new opportunities for income 

and jobs.

The poor in Africa as a rule have to spend 50% 

to 75% of their earnings on food. The desperate 

protests against price increases on basic food 

items in the spring of 2008 in Egypt, Mauritania,  

Mozambique, Senegal, Côte d'Ivoire and in  

Cameroon illustrate how vulnerable these peo- 

ple already are to fluctuations in prices or to 

food shortages.

In Africa, agriculture is the key to reducing pov-

erty, because this sector in particular still has 

considerable potential for development. There 

are still many suitable areas that are not being 

used, and also quite some markets and tech-

nologies that have yet to be exploited. However, 

the attempt to produce more agricultural pro-

duce with less effort is being hampered by cli-

mate change. It may “eat up” usable areas; they 

dry out and erode, are no longer able to store  

water. A vicious circle is set in motion, since the  

fewer areas that are available for agriculture, 

the greater the pressure on the remaining forests. 

They are continuing to be deforested with ines-

timable consequences for the water budget and  

the global climate. Thus, it is all the more impor- 

tant that preventative measures be taken as soon 

as possible, for instance in the water sector.
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Agriculture, the key factor – a farmer on the way to market.

Use every drop

In order to secure the availability of water for 

the production of food crops and the drinking 

water supply, various types of investment are 

necessary, such as for reforestation of catch-

ment basins or for efficient water retention sys-

tems, such as small dams or cisterns. Efficient 

irrigation technologies for agricultural crops, 

such as drip irrigation, locally adapted water use 

fees and the reduction of losses on the way to 

the consumer are equally important.

The less water there is stored, the more urgent 

the need to distribute water as profitably and 

resources as sparingly as possible. In Africa, the 

amount of water available varies greatly from 

one region to another. Furthermore, around 

80% of soil and surface water flows through 

several states. Therefore, the challenge is to de- 

velop intelligent transregional concepts and es-

tablish cooperation between regions in order to  

better meet the needs of people, agriculture and 

the economy while conserving natural resources.
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This is why KfW Entwicklungsbank is involved 

in projects throughout Africa on behalf of the 

Federal Government to promote the concept of 

an integrated water resource management sys-

tem. The bank provides funding for investments 

in agricultural irrigation, drinking water supply

and sewerage. In Sub-Saharan Africa in particu-

lar, many people do not have access to clean 

drinking water and are forced to rely on pollut-

ed water from streams and rivers. Only around 

one third of the population in these areas has 

a regulated system of wastewater disposal, and 

only a fraction is actually connected to any 

form of sewerage system. 

The need for investments in the water and sani-

tation sector will thus remain very pronounced 

in the foreseeable future and demands country-

wide programmes. Here in particular,  German 

companies have good chances of winning inter- 

national tenders and of contributing their com-

prehensive knowledge and technical solutions to 

resolving these problems.

Calculated correctly – products easy to market

Protecting Lake Victoria

From all around Lake Victoria in Kenya, Tanzania 

and Uganda, domestic and industrial wastewa-

ter flows untreated into the lake, threatening its  

unique ecosystem, the water supply and the  

economic existence of millions of people. Lake  

Victoria is not only a unique bioreserve and 

freshwater reservoir, it is also vital for the sur- 

vival of fishery, trade and tourism. This is why 

KfW Entwicklungsbank, the African Development 

Bank and the European Union are supporting 

one of the largest sanitation projects on the con- 

tinent. The project, which is being run in Uganda 

and Tanzania, involves the upgrading of existing 

sewage treatment plants and the construction 

 of new plants. The care and replanting of reeds  

along the shores of the lakes is intended to 

reinstate their natural filter function. An impor-

tant component of this approach is also an 

educational campaign to draw the population’s 

attention to how important the lake is for their  

survival and for improved knowledge of hygiene.

Impetus for rural development

To alleviate the pressure on people, particularly 

the rural population, caused by the consequenc-

es of climate change, agriculture will have to 

adjust: small farmers will have to grow beyond 

mere subsistence farming which hardly provides 

enough to sustain themselves and their families. 

To this end, they should expand crops and culti-

vate products that can be easily sold. However, 

in order to do so, they first need money for 

investments.
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With contract farmer models, KfW Entwick-

lungsbank and DEG are offering smallholder 

farmers a promising approach. They are sup-

porting small farming families to broaden their 

income base: the farmers can produce prod-

ucts for sale, market them via agribusinesses 

or, with the help of investment loans, purchase 

an ox to work the land more easily. The pack-

age of agreements concluded between the 

financial institutions, agricultural enterprises 

and the farmers also includes support and ad-

vice on sustainable farming, the development 

of transport infrastructure and the provision of 

seeds, pesticides or technical equipment.

Protection against land grabbing

DEG provides targeted financial assistance to 

private agricultural enterprises that use their ex-

pertise to contribute to the professionalisation 

of agriculture in Africa, to boost its productivity 

and increase the added value. In West Africa, 

for example, private investors have contractu-

ally integrated tens of thousands of small-scale 

cotton producers into production structures and 

are training them to ensure that certain qual- 

ity standards are maintained during cultivation. 

DEG is funding these kinds of companies in 

various regions in Africa.

Outgrower schemes also prevent smallholders 

from being marginalised and falling victim to 

uncontrolled land acquisition, which is being 

seen increasingly often in Sub-Saharan Africa. 

Investors purchase or lease huge fertile agricul-

tural areas in order to grow maize, wheat and/

or rice for the domestic or international market. 

According to newspaper reports in 2009, China, 

India and Saudi Arabia have purchased or leased 

around 2.5 million hectares of arable land since 

2002 in five African countries (Ethiopia, Ghana, 

Mali, Madagascar and Sudan). These transac-

tions can be politically explosive, as witnessed 

in Madagascar in 2009, where a South Korean 

company wanted to lease 1.3 million hectares 

of fertile arable land – an area around half the 

size of Belgium – which, following huge protests 

among the population, led to the fall of the 

Madagascan Government.

Through the contract farming supported by 

KfW, the smallholders become active partners 

in a development model based on cooperation 

with banks and the agricultural industry. This 

strengthens their legal position, particularly in 

issues relating to land use. Thus, contract farm-

ing is the antithesis to the phenomenon of un-

controlled land acquisition by foreign investors.

A task that extends beyond Africa

Africa will not be able to manage the immense 

adjustments demanded by climate change on 

its own. It will take concerted efforts on the 

part of the international community in agricul-

ture, in the protection of ecosystems or in the 

intelligent use of dwindling water supplies. Even 

more than in other areas, whatever happens or 

is left undone with respect to climate change in 

Africa will also have a major impact on the rest 

of the world.

How we make a difference

29% of the new projects DEG 

committed to in 2009 contribute 

to climate protection.

42% of the KfW development 

funds committed in 2009 con-

tribute to the protection and 

conservation of the environment, 

the climate and natural resources. 

This saved more than 20 million 

hectares of threatened natural 

landscapes, in particular tropical 

forest. This exceeds the area of 

Hungary and Austria together and 

contributes to the preservation 

of the livelihoods of more than 

700,000 people.
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shared risKs and higher ProduCtivity
loans for agriCulture in southern afriCa

A first for agribusinesses – insurance against crop failure

“As ye sow, so shall ye reap." This is a truism that  

is not, however, always easy to follow, in par-

ticular in the African countries. Often, agricul-

tural businesses do not have sufficient funds to 

purchase seeds, fertiliser or fuel. DEG’s “Agro-

Africa” programme now secures the necessary 

bank loans.

Starting in 2009, DEG will be providing a total 

of EUR 100 million over three years to provide 

financial support to agriculture in Africa. This is 

vital because the agricultural sector is an ex-

tremely risky customer for banks. Bad weather 

or a plague of locusts can often destroy entire 

crops. This makes agricultural loans very expen-

sive – too expensive for the farmers.

The first AgroAfrica project involved a partner-

ship between DEG and Standard Chartered Bank

(SCB), one of the leading banks for agricultural

financing in Africa. DEG has taken on a guaran-

tee for loans of up to 200 million rand (approx. 

EUR 17 million). With this instrument, SCB is 

now in a position to provide long-term support 

to its agricultural customers. This will benefit 

around 300 farmers in South Africa with an area 

of 300,000 hectares. 

The extension of credit also includes an addi-

tional insurance policy against the risk of crop 

failure – a novelty, since to date, smallholder 

farmers in particular were not able to obtain 

such cover. Agricultural advice is also compul-

sory in order to reduce the product risk. As part 

of this, experts test the soil quality, analyse the 

potential for crops and develop an optimisation 

programme tailored to the needs of the specific 

farm in terms of the selection of grains, irriga-

tion or use of fertilisers.

Farmers who take part in the programme thus 

benefit threefold: they are granted loans with-

out having to furnish additional collateral, they 

can insure against risks and also boost their 

productivity. “We have spread the high total 

risk in agricultural loans across several shoul-

ders”, says DEG project manager Gudrun Timm 

of the innovative concept behind AgroAfrica. “If 

we succeed in transferring this structure to other 

countries, this can make a significant contribu-

tion to food security." Following the successful 

start in South Africa, AgroAfrica is to be rolled 

out in other regions of Sub-Saharan Africa.



more yield with less water
egyPt is boosting the effiCienCy of its irrigation system

Careful use of water – joint planning, decision-making and use

Using water more efficiently is a matter of life 

or death in Egypt. It is already one of the most 

arid countries in the world, and this valuable 

resource is set to become even more scarce in  

the future – due, among other things, to cli-

mate change: instead of 750 cubic metres of 

fresh water per year and person as is the case 

at present (including agricultural irrigation and 

industry), according to estimates, Egyptians will 

have just 650 cubic metres by 2017. Prompted 

by economic and population growth, the nine 

states bordering the Nile will extract more and 

more water from the river. The Nile is the life-

line for all those living in Egypt: drinking water 

supply for the people, trade and industry as well 

as – the largest water consumer – agriculture.

This is why KfW Entwicklungsbank is supporting 

the modernisation of agricultural irrigation on 

behalf of the BMZ. The key aspect is involving the 

Egyptian farmers more in the decision-making 

process on how investments should be made in 

the irrigation system and how dwindling water 

supplies can be fairly allocated. “When citizens 

are involved in the design of their infrastructure 

and maintain that infrastructure themselves, it 

actually works better and is treated with more 

care”, says Reinhard Schmidt, project manager at 

KfW Ent wicklungsbank. “This also relieves pres-

sure on the state. This is particularly beneficial if, 

like in Egypt, it is so chronically short of budget 

funds that it is unable to keep up with mainte-

nance at all. For hundreds of years, the voluntary 

fire brigade and in some cases flood protection 

services have worked according to the same 

principle in Germany."

The prerequisite for this investment is that the 

farmers come together to form water use com-

munities. Together with the national water ad-

ministration authorities, they plan and decide 

how precisely irrigation channels and commu-

nity pump stations are to be built and used. An 

important investment is the replacement of in-

dividual diesel pumps with much more efficient 

and more environmentally friendly community 

electric pumps. Underground field drainage 

systems and drainage channels are also to be 

renewed, wherever necessary. KfW Entwick-

lungsbank is providing EUR 41 million for this 

purpose. 

In past projects, the farmers operated and main-

tained pumps and small irrigation channels 

together. Now they are being given even more 

responsibility, as this task is being extended to 

include larger channels in the new programme.



outlooK: a Continent of diversity
a Promising deParture, great Potential
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For four weeks, the whole world is watching 

Africa – a feat made possible by the Football 

World Cup. The world watches games, players 

and victories, enjoy teams, goals and titles. As 

moving and eventful as this time may be, it will 

hopefully be remembered for more than the 

number of goals scored. Our neighbouring con-

tinent Africa should be on our minds for longer 

than just the weeks during which the World 

Cup will, since it has great potential in many 

fields outside of football.

Firstly, there are the African people, their 

wealth of ideas and creativity. Then there are 

the tremendous stores of natural resources on 

the continent: oil and gas, as well as metals 

and ores – which are important for the produc-

tion of industrial goods – are present in large 

quantities in Africa’s soils. In the race against 

climate change, Africa offers excellent potential 

in terms of renewable energies: there is more 

than enough sunshine, water and wind, so 

that one day, it may be possible to both cover 

Africa’s own demand for energy and export 

“green” energy to Europe. Agriculture – the 

livelihood of the majority of Africans – offers 

great opportunities as well. Should it be possi-

ble to cultivate considerably more areas than at 

present in an environmentally friendly manner, 

the continent would be able to feed itself in the 

not too distant future and perhaps even supply 

food to other parts of the world. Lastly, Africa 

has breathtaking natural landscape that already 

attracts tourists from all around the globe.

Africa’s clout in the world is set to grow – that 

much is clear – and not just on account of its 

wealth of raw materials and agriculture. The 

continent that will be home to one in four people 

by the middle of this century is also becoming  

increasingly attractive as a trading and eco-

nomic partner and as a sales market. In addi-

tion, Africa is gaining political influence. While 

it does not yet have a permanent seat on the 

UN Security Council, it is generally accepted that 

it has a legitimate right to that status. Should 

this supreme UN body be enlarged at any point, 

Africa is sure to be involved. Also, without Afri-

ca’s involvement, the debate on climate protec-

tion, for instance, cannot be resolved, nor the  

problem of rising emissions effectively tackled.

However, before they will be in a position to re-

ally exploit all of these opportunities in the long 

term, the countries on the African continent 

still have to overcome some major challenges. 

The priority is to consistently pursue the path 

of economic and political reform, which many 

African countries have already begun, so that 

more and more people can profit from the riches 

and revenues and development efforts will have 

a sustainable effect. However, above all, further 

impetus is necessary for the development of 

the financial systems and comprehensive in-

vestments in the infrastructure as the basis for 

widespread economic growth. Roads, ports, en-

ergy and water supply have to be significantly 

expanded and improved, since Africa is lagging 

far behind in international comparison. At the 

same time, population growth is exerting high 

pressure for expansion of the health care and 

education systems. These problems are further 

aggravated by the challenges of climate change, 

which, according to estimates, will affect Africa 

more than any other continent. This demands 

adjustment strategies in agriculture coupled with 

less wasteful use of the soil and water.

It is also clear that development institutions 

such as KfW and DEG can only support and 

accelerate these processes. Together with their 

partners, they develop structure-building, inno-

vative approaches and attempt to ensure these 

are embedded on a broad scale. At all times, the 

objective is to permanently improve the living 

conditions for the people in the partner coun-

tries. The momentum for progress and further 

change must, however, come from the African 

states themselves.

Whether the FIFA World Cup spurs on these 

processes will only be seen in retrospect. It would 

be excellent if the event were to act as a cata-

lyst for social and economic development. At 

half-time in the millennium process, Africa has 

made some remarkable progress in its political, 

economic and social development. It has suc-

cessfully improved the basic living conditions. 

The World Cup can provide new momentum so 

that in five years' time, in 2015, the continent 

will be as close as possible to achieving the UN 

Millennium Development Goals. To this end, 

KfW Entwicklungsbank and DEG intend to use 

their development policy skills, experience, the 

available funds and promotional instruments 

as effectively as possible, also after the World 

Cup, when the eyes of the world are no longer 

constantly focussed on Africa.



2009 in summary
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Despite the financial and economic crisis, 2009 

was another successful year for KfW Entwick-

lungsbank: at EUR 3.5 billion, its commitments 

were around the same as in the previous year.

KfW Entwicklungsbank was able to meet the 

keen demand of its partner countries, mainly 

by supplementing the federal budget funds 

for development cooperation with own funds 

raised on the capital market – as it has done 

in past years as well – which amounted to EUR 

1.9 billion or 55% in 2009. Thus, more than 

half of the funds for Financial Cooperation (FC) 

KfW Entwicklungsbank
came from KfW’s own funds. This allowed KfW 

Entwicklungsbank to effectively support the 

Federal Government in meeting its obligations 

to increase funding for official development 

assistance (ODA).

Origin of funds committed in 2005-2009 (EUR in millions)
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Budget funds committed in 2009 by region

18%

39%

Sub-Saharan Africa
6%Asia/Oceania

Europe/Caucasus

Latin America 16%

North Africa/the Middle East 22%

Differences in the totals are due to rounding.

Breakdown of total commitments in 2009 by region and origin of funds

Budget funds

KfW funds

Delegated funds

 North Africa/Middle East

 Sub-Saharan Africa

 Europe/Caucasus

 Latin America

 Asia/Oceania

 40%  60% 20%  80% 100% 0%

Commitments by region

The largest proportion of budget funds in 2009 

(39%) was allocated to Sub-Saharan Africa. This 

underlines the Federal Government’s develop-

ment policy goal of increasing assistance for 

Africa as agreed at the G8 summit in Heiligen-

damm. Next, some distance behind, followed 

by Asia/Oceania (22%), North Africa and the 

Middle East (18%), Europe/Caucasus (16%) and 

Latin America (6%).

By adding own funds, KfW Entwicklungsbank 

in 2009 again financed projects in regions and 

partner countries that no longer have to rely 

solely on non-repayable grants thanks to their 

current development progress. The main bene-

ficiaries of this are Latin America, Asia/Oceania 

and Europe/Caucasus, which all received a large 

proportion of commitments from KfW funds. 

This enables the Federal Government to use 

scarce grant funds from the national budget 

more for the poorest regions in the world, such 

as in Africa.

Measured in terms of total commitments – in-

cluding grant funds from the federal budget as 

well as KfW funds – Asia/Oceania was allo-

cated the largest proportion of funds (36%) at 

around EUR 1.2 billion (2008: EUR 1.1 billion). 

These were used mainly to support investments 

in climate and energy. This region was followed 

by Europe/Caucasus with EUR 0.8 billion (24%), 

or fewer commitments than in the previous 

year (EUR 1.2 billion). In Sub-Saharan Africa 

(19%) there is clearly an upwards trend with 

EUR 0.7 billion (2008: EUR 0.5 billion). North 

Africa/Middle East (10%) maintained the level 

of the previous year with EUR 0.4 billion (2008: 

EUR 0.4 billion), as did Latin America (11%) 

with EUR 0.4 billion (2008: EUR 0.4 billion).
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Commitments by priority development sector

In 2009, with commitments of EUR 1.1 billion 

(31%) the main financing focus was on the finan- 

cial sector. KfW used these funds to develop and 

expand efficient financial systems, to provide 

long-term refinancing loans for its partner banks 

and microbanks and for advisory services, edu-

cation and training for these banks as well as to 

finance environmental investments by small and 

medium-sized enterprises.

Further areas of emphasis were the water sec-

tor and environmental and climate protection, 

where adapting to the consequences of climate 

change is becoming an increasingly urgent goal.  

In this way, KfW provided support to its partner 

countries in key future issues. 29% of commit-

ments or EUR 1 billion was invested in social 

infrastructure, including water supply and sani- 

tation projects, the health care system, family 

planning, state-building and civil society devel- 

opment and education. This was closely fol-

lowed by economic infrastructure with 26% or 

EUR 0.9 billion. Investment measures related 

primarily to the energy and transport sectors – 

both of which are highly relevant to climate 

protection. These included both projects to en- 

courage energy efficiency and renewable ener-

gies and the expansion of grid connections in 

rural areas. In addition, in this way KfW Ent-

wicklungsbank also financed climate-friendly 

investments in the public transport system. It 

also provided support for production and trade 

with 4% or EUR 0.1 billion. Other funding ac-

tivities, which accounted for a total of 10% or  

EUR 0.4 billion, included emergency aid, for ex- 

ample in Afghanistan, and general budget support.

How we make a difference

The projects to which KfW  

committed in 2009 offered over  

eight million poor people better  

development opportunities by 

providing them with improved 

transport infrastructurer – road 

and rail networks, but also rural 

routes and bridges. Once the 

projects are completed they will 

enable CO2 savings of more than 

60,000 tonnes annually.

Total commitments by KfW Entwicklungsbank in 2009 by priority development sector

Financial sector

Social infrastructure

Economic infrastructure

Production sector

Other

31%

29%

26%

4%

10%
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Regional highlights
Asia/Oceania

Despite the global crisis, the developing coun-

tries in Asia have made great progress over the 

last few years. China and India have been the 

main drivers behind this positive overall result. 

Nevertheless, there are still more than 700 mil-

lion people in Asia living in poverty. There are 

still human rights issues in some states and 

major barriers to good governance remain. A 

number of unstable states like Afghanistan and 

Pakistan also have numerous hurdles to clear 

before they can reach domestic peace. Lastly, 

economic development still all too often goes 

hand in hand with the contamination of the 

environment and natural resources.

This is precisely where KfW Entwicklungsbank's 

work in 2009 came in. In many countries, co- 

operation aimed to conserve natural resources 

and to protect the climate. For example, in 2009 

KfW Ent wick lungsbank advised the BMZ on the 

design of a new fund – the Clean Technology 

Fund. Its goal is to encourage the use of climate 

protection technologies in countries where 

economic growth has resulted in high carbon 

dioxide emissions. More than a few of these 

countries are in Asia. KfW Ent wick lungs bank 

also supported central instruments in its part-

ner countries that help deal with the financial 

and economic crisis. The Infrastructure Crisis  

Facility, for example aims to jointly finance  

infrastructure projects in developing and 

transition countries, primarily by way of invest-

ments in the transport, energy, water/sanita-

tion, IT and communications sectors.

In total, around one third of all environment- 

and climate-related commitments in 2009 

were made in Asia. 48% of new commitments 

benefitted the economic infrastructure, which 

included the majority of energy efficiency and 

climate protection projects, both of which are 

key future issues in this region in particular.

Active climate protection – thanks to renewable energies



With 22% of commitments for social infrastruc-

ture, KfW took account of the fact that there is 

still severe poverty in the region and that the 

health care and education systems as well as all  

initiatives for good governance have to be 

strengthened. 17% of funds were committed to 

the financial sector. 8% went to multi-sector 

programmes and 5% to production and trade.

On behalf of the BMZ, KfW Ent wick lungs bank 

supported the construction of a power transmis-

sion network in the northeast of Afghanistan,  

by means of which electricity is transported from 

the neighbouring countries into the northern 

provinces and as far as Kabul. The project is in-

tended to almost double the volume of electricity 

available and is thus the single most important 

project in the Afghan energy sector to date. KfW 

provided financing of around EUR 24 million for 

the expansion and construction of two strategi-

cally located substations, which began opera-

tions in 2009 and the corresponding distribution 

networks. It was a measure with an enormous 

impact: nearly two million people are now 

connected to the “northern transmission net-

work” and for the first time in many years have 

access to a reliable electricity supply again. 

KfW Entwicklungsbank was active in the energy 

sector in India, too, in 2009: there are around 

500 million people without a reliable electric-

ity supply in the country. At the same time, 

India has a great potential of renewable energy 

sources. This is why KfW has been funding the 

increased use of renewable energies in India  

for many years now, partly through the Indian  

Renewable Energy Development Agency (IREDA). 

While in the beginning it supported primarily  

the development of wind power on the sub- 

continent, thereby facilitating India’s rise to 

become the fifth-largest wind market, it is now  

concentrating on financing other, less well 

established, forms of renewable energy. The 

projects funded together with IREDA have pro-

vided around two million people with electricity 

to date and prevented 1.1 million tonnes of 

carbon dioxide emissions every year. In 2009 

KfW concluded an agreement with IREDA worth 

almost EUR 20 million in order to assist India, 

inter alia, to develop its untapped biomass po- 

tential for generating electricity.

Total commitments in Asia/Oceania in 2009 by priority development sector

Financial sector

Multisectoral/cross-sectoral

Production and trade

Social infrastructure and services

Economic infrastructure and services

17%

8%

5%

22%

48%



Increased investment in public infrastructure

Europe/Caucasus

The European transition countries have been 

particularly affected by the consequences of 

the worldwide economic and financial crisis. 

The previous growth model, based primarily 

on capital import, was stretched to its limits. 

In 2009 there was a marked decrease in direct 

investments and loan financing. Following an 

intensification of the crisis in the real sector  

in the first six months of 2009, there are now 

signs of a bottoming out in many countries in 

South-Eastern Europe. The situation in the ma-

jority of neighbouring Eastern European coun-

tries and in the Caucasus countries continues 

to be critical. Forecasts for 2010 predict at best 

slight growth for this region.

In 2009, the assistance provided by KfW Ent-

wick lungs bank in this region ranged from stabil-

ising the financial sector to increased investment 

in public infrastructure, particularly in the fields 

of climate and energy, through to measures to 

boost employment. The BMZ is providing ad-

ditional budget funds for this purpose. Against 

this background, the majority of commitments, 

72%, went to the financial sector. The objective 

of these measures was to stabilise partner banks 

with a focus on micro enterprises in the region 

and beyond. This included new projects through 

which KfW hopes to contribute to environmental 

and climate protection in this region also. 15%  

of new commitments were allocated to social 

services, including not only water supply and san-

itation but also social funds. 12% went to eco-

nomic infrastructure and services and 1% to 

production and trade.

In order to cushion the impact of the financial 

and economic crisis, in cooperation with other 

international financial institutions the largest 

refinancing fund for micro-loans in the world, 

the Microfinance Enhancement Facility (MEF) – 

which is particularly relevant for Eastern Europe – 

was developed with BMZ funds. KfW Ent wick-

lungs bank committed USD 130 million and the 

BMZ more than USD 36 million to the facility. 

Other international financial organisations (IFC, 

the European Investment Bank, the Austrian 

Development Bank, the Dutch FMO and the 

OPEC Fund for International Development) have 

stated their willingness to also provide funding, 

bringing the total to around USD 440 million. 

With this instrument KfW is, on behalf of the 

BMZ, pursuing the goal of continuing to pro-

vide loans to small and micro enterprises, also 

in difficult times.
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Total commitments in Europe/Caucasus in 2009 by priority development sector 

Financial sector

Production and trade

Social infrastructure and services

Economic infrastructure and services

72%

1%

15%

12%

A good example of the regional work of KfW 

Ent wick lungs bank in 2009 is the establishment

of a funding window for Eastern European 

neighbours within the existing European Fund 

for Southeast Europe (EFSE). With financial 

support from the European Commission, the 

Austrian Development Bank and the BMZ, this 

initiative supports the provision of loans to  

micro, small and medium-sized enterprises in the 

eastern states bordering on the EU. This con-

tributes to the widening and deepening of local 

financial markets and helps stabilise the region.

Since energy efficiency in the Balkan states and 

in Turkey plays an important role, also during 

times of crisis, the Green for Growth Fund was 

set up in December 2009 with the aim of sup-

porting the region on its path to sustainable 

energy use. Created by KfW Entwicklungsbank 

and the European Investment Bank (EIB), this 

innovative fund will promote measures in the 

field of energy efficiency and renewable ener-

gies in South-Eastern Europe and in Turkey. The  

funds currently totalling EUR 95 million (of which 

KfW's share is EUR 25 million) will be passed on 

to small and medium-sized enterprises, private 

households and municipalities primarily by way 

of local financial institutions. The fund is ac-

companied by a consultancy facility to provide 

targeted assistance to partner institutions when 

preparing and implementing projects. The ex-

pansion of activities to include Eastern Europe 

and the countries of the southern Caucasus is 

currently under review.



Latin America

In economic terms, the financial and economic 

crisis of 2009 brought an end for the time 

being to an upswing in Latin America and the 

Caribbean that had lasted several years. Ac-

cording to OECD estimates, this will result in a 

significant rise in poverty. However, since real 

economic growth (GDP) decreased less dra-

matically than initially feared, the subcontinent 

currently ranks mid-way in international com-

parison. The main reasons for the moderate 

course of the crisis in 2009 include many fac-

tors such as diversified trade relations as well 

as the economic and financial policy structures 

in many states, which are now considerably 

more robust than they were previously. Lastly, 

the counter-cyclical measures by international 

financial institutions and bilateral donors also 

helped alleviate the crisis. The growing confi-

dence of Brazil is striking, as seen not only at 

the Climate Conference in Copenhagen. Mexico 

is also growing in importance in the context of 

solving global challenges. This is why it is par-

ticularly important for the Federal Government 

to continue its dialogue with these countries.

KfW Entwicklungsbank supports political ex- 

change between the Federal Government and  

the region by means of its wide-ranging com-

mitment to funding so-called global public 

goods such as climate protection, in particular 

climate-friendly energy supplies, conserva-

tion of the rainforests and biodiversity as well 

as, most recently, by means of its projects to 

prevent emissions caused by deforestation –  

Reduced Emissions from Deforestation and 

Forest Degradation (REDD).

This is very clearly reflected in KfW's current 

funding volume in the region: for climate-

friendly energy supply projects that are in im-

plementation or in preparation, commitments 

currently total around EUR 1 billion. The most 

important countries in this context are Brazil, 

Mexico, Chile and El Salvador. Thus, financing 

in the field of energy represents the majority 

of projects in the priority development sector 

of economic infrastructure, which accounted 

for more than one third (36%) of all commit-

ments for Latin America in 2009. Projects for 

climate-friendly energy supply, run via banks 

in the form of credit lines, are attributed to 

the financial sector. This continues to include 

financing for small and micro enterprises in the 

formal and informal sectors and in 2009 also 

accounted for more than one third (38%) of 

all commitments. The management of natural 

resources and nature conservation that takes 

account of poverty are part of the category 

“multisectoral area and cross-sectoral issues” 

(14% share). These projects, above all those 

for rainforest conservation and management 

are implemented mainly in the Amazon region 

and the Andean countries. Social infrastructure, 

for example local water supply and sanitation, 

education and health, accounted for 8% of 

funding in the region. 4% went to production 

and trade.

Total commitments in Latin America in 2009 by priority development sector 

Financial sector

Multisectoral/cross-sectoral

Production and trade

Social infrastructure and services

Economic infrastructure and services

38%

14%

4%
8%

36%
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Stopping deforestation – the rainforest ecosystem needs effective protection.

In Ecuador KfW Entwicklungsbank is helping on 

behalf of the BMZ to protect the forests and re-

duce the deforestation rate, in order to contrib-

ute to climate protection. This country, almost 

half of which is forested, has one of the fastest 

rates of deforestation in Latin America. KfW Ent-

wicklungsbank is pursuing the REDD approach, 

supporting the country with a total of EUR 10 

million from the federal budget. What is special 

about this programme is that, subject to certain 

conditions, the local people are given money to 

protect the forest and thus have an incentive to 

cultivate their immediate surroundings sustain-

ably. In addition, the project provides an eco-

nomic alternative to illegal felling.

In Brazil, KfW Entwicklungsbank is involved in 

the expansion of solar energy, which has huge 

potential but is still largely untapped. The few 

small-scale plants to date have an output of 

just 0.01% of that achieved using this technol-

ogy in Germany, despite the fact that Brazil has 

much more sunshine across a much larger area, 

meaning it has twice as much energy potential 

as Germany. This is why KfW is helping Brazil 

to construct a solar pilot plant in the state of 

Santa Catarina, to provide impetus for the fur-

ther development of this technology. Set to be 

the largest solar plant in Brazil, it will be con-

nected to the power grid and have a peak out-

put of one megawatt. On behalf of the Federal 

Ministry for the Environment, KfW is providing 

funding of EUR 3 million for the project.



The Middle East and North Africa

2009 began with a severe crisis for the coun-

tries in this region: bombs in Gaza, rockets 

targeting Israel, more than 1,400 killed in just a 

few days. This means that any hope of a peace-

ful settlement between Israelis and Palestinians 

now once again seems a long way off. The 

effects of this core conflict extend far beyond 

the borders of Israel and the Palestinian Ter-

ritories, impeding progress. What is more, other 

conflicts are unsettling the region. While the 

situation in Iraq is very slowly beginning to sta-

bilise, Yemen is now also experiencing unrest. 

Nevertheless, it is striking that diplomatic me-

diation is increasingly coming from within the 

region itself. In addition to the Arab League as a 

whole, Saudi Arabia, Qatar and Egypt have also 

become more involved in the dialogue.

Despite the global crisis, the region has had solid 

growth rates of 4% on average since 2003. It 

remained largely immune to the financial crisis 

and the slight dip in the growth rate recently 

was due to real economic reasons such as de-

creases in exports. All of the countries in the 

region (with the exception of Israel) continued 

to show positive growth rates. However, the 

high rate of unemployment – 15% on aver-

age, and rising – is critical. This is due among 

other things to the lack of development and 

thus failure to fully exploit the potential for 

employment in the private sector, and to the 

lack of further education opportunities. Good 

progress has, however, been made in primary 

education. Nearly all of the countries in the 

Middle East have already attained Millennium 

Goal 2, which is for all boys and girls to be able 

to attend primary school by 2015. Yemen, the 

poorest country in the region is the exception, 

with a school enrolment rate of 68%.

The main problem in the Middle East is the scar- 

city of water, which impedes economic devel-

opment and food production, poses a risk for 

the population and is also one of the causes of 

conflict in the region. This situation is further  

aggravated by the prognoses for climate change, 

the impacts of which will be particularly severe 

in the Middle East.

Total commitments in the Middle East and North Africa in 2009 by priority development sector

Financial sector

Multisector/cross-section

Production and trade

Social infrastructure and services

3%

11%

7%

79%
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Against this background, KfW Entwicklungsbank 

is providing support to the region on behalf of 

the Federal Government first and foremost in 

the water sector. In so doing, the bank is en-

couraging long-term reform processes and is 

financing infrastructure for water supply and 

wastewater disposal as part of a system of in- 

tegrated water resource management (IWRM). 

Other points of emphasis are projects for sus-

tainable economic development and in the 

education sector. Financial Cooperation (FC) 

also helps in the wake of acute crises and in 

emergencies, for example through employment 

measures or emergency aid to rebuild infra-

structure. By far the largest proportion (79%) 

of commitments in 2009 went to social infra-

structure, which, in addition to water supply and 

sanitation also encompasses the education and 

health care systems. 11% went to multi-sector 

programmes, 7% to production and trade and 

3% to the financial sector. The comparatively 

high amount for social infrastructure reflects 

the greatest problems in the region: water scar-

city and the education deficits.

Despite the crises in the Middle East, KfW suc-

cessfully expanded its long-term cooperation in 

2009. One example is the Municipal Develop-

ment and Lending Fund (MDLF) in the Palestinian 

Territories, which, since 2007 and in cooperation 

with the World Bank, has been strengthening lo-

cal government in the Palestinian municipalities, 

thereby supporting the creation of government 

structures. The MDLF provides funds to rebuild 

and expand municipal infrastructure. In addition 

to investment grants with performance incen-

tives, municipal unions are encouraged and inno-

vative approaches for investments under difficult 

circumstances (such as in Gaza) are supported. 

The programme was expanded considerably in 

2009 and now has a total financing volume of 

EUR 22.5 million.

In crisis-shaken Yemen, too, the successful pro-

gramme “Improving Reproductive Health” was 

supplemented in 2009 by two additional phases 

with a financing volume of EUR 11 million. This 

will improve the supply of modern contraceptive 

methods. Important education and information 

programmes are provided covering every aspect 

of “family planning and sexually transmitted 

diseases including HIV/AIDS”. Supplemented by 

the introduction of vouchers, this has led to the 

creation of an efficient system that specifically 

targets the poorest sections of the population,  

reducing infant and maternal mortality rates and  

strengthening the health care system as a whole.

Controlled use – water in the Middle East and North Africa



Our contribution to the MDGs
For ten years now, the Millennium Declaration 

and the Millennium Development Goals have 

represented an opportunity for partner and 

donor countries to successfully structure their 

development cooperation and to present the 

effects of their work in a transparent, uniform 

manner. However, progress towards attaining 

the goals is, at times, painfully slow and has 

been hampered further in 2009 by the financial 

crisis, the full effects of which on the developing 

countries cannot yet be clearly estimated.

KfW Entwicklungsbank’s MDG Reporting, cre-

ated with the help of analysts at the University 

of Göttingen in Germany, is a way of measuring 

the direct and indirect effects of new Financial 

Cooperation (FC) projects on the MDGs. 

The distribution of the anticipated effects of the 

commitments for 2009 shows that more than 

two thirds (69%) of FC funds can be expected  

to impact individual MDGs. About one third of  

funding has a primary effect on economic growth 

(21.9%) and good governance (9.4%), thus con-

tributing indirectly to MDG achievement.

FC funds in 2009 mainly have an effect on 

the following MDGs:

•  MDG 1: 13% on the eradication of extreme 

poverty and hunger
•  MDG 2: 4% on achieving universal primary 

education
•  MDG 3: 8% on gender equality
•  MDG 4, 5, 6: 13% on reducing child and 

maternal mortality rates and combating 

fatal diseases.
•  MDG 7: 8% on the global environment  

(preventing emissions harmful to the climate, 

conserving biodiversity) and 14% on the  

local environment (drinking water supply and 

sanitation)
•  MDG 8: 9% on global partnerships for de- 

velopment, particularly the promotion of 

technology transfer, a regulated open and 

non-discriminatory trade and financial 

system, youth employment and communi-

cations technology

MDG 1 (Extreme poverty and hunger)

MDG 2 (Primary education)

MDG 3 (Gender equality)

MDG 4 (Child mortality)

MDG 5 (Maternal mortality)

MDG 6 (HIV/AIDS, tuberculosis, among others)

MDG 7 (Local environment)

MDG 7 (Global environment)

MDG 8 (Global partnership for development)

Economic growth

Good governance

13%

4%

8%

6%

2%

5%

14%
8%

9%

22%
9%

Differences in the totals are due to rounding.
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DEG
Business in 2009 was dominated by the global 

financial and economic crisis. The recession hit 

the industrialised countries hardest, but emerg-

ing market countries and developing countries 

were also affected. The decreased demand from 

companies for financing for planned investment 

led in the first six months in particular to a sig-

nificant decrease in the number of requests for 

financing, although these had picked up again 

already by the second half of the year. With 

new commitments of EUR 1,015 million (2008: 

EUR 1,225 million) DEG was nevertheless able to 

keep its finance business at a stable level in 2009. 

The proportion of risk sub-participations (2008: 

EUR 134 million) amounted to EUR 0.9 million. In 

trust business, financing worth EUR 104 million 

was committed on behalf of the Federal Govern-

ment and the European Union. The portfolio of 

current projects increased from EUR 4.4 billion 

to EUR 4.7 billion, spread over 518 enterprises in 

88 partner countries. DEG is therefore still one of 

the largest European development finance insti-

tutes specialising in private-sector development 

in developing and emerging market countries. 

DEG committed EUR 149 million to acquiring  

participating interests in companies. Lending 

amounted to around EUR 843 million, of which 

EUR 230 million was structured as quasi-equity 

loans. This brought total venture capital allocated 

under corporate and development policy as 

equity and mezzanine finance to EUR 379 million 

(2008: EUR 416 million), accounting for around 

37% of new business (2008: 34%). Around 

EUR 23 million was allocated for guarantees.

How we make a difference

New DEG commitments will en-

able almost 200,000 jobs to be 

created or secured. In addition, 

a further 164,000 employees of 

ancillary suppliers and final bor-

rowers were funded via financial 

sector projects.
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Regional commitments

Financial commitments in 2009 were targeted 

at investment projects in 40 countries (2008: 

42). Around 44% of new commitments were 

made in high-risk countries or those with a low 

per capita income. The least developed coun-

tries (LDC), in which DEG financed projects  

in 2009 included Angola, Eritrea, M ozambique, 

Zambia and Uganda in Africa, as well as 

 Bangladesh and Laos in Asia.

As in previous years, most DEG financing – or 

EUR 463 million – went to projects in Asia. 

EUR 266 million were allocated for investments 

in Africa – by far the largest volume of invest-

ment ever committed by DEG for Africa in a 

business year. EUR 255 million of this went to  

Sub-Saharan Africa and EUR 11 million to 

projects in North Africa. Despite the challeng-

ing conditions it was thus possible to further 

expand support for this continent which is so 

important for development policy. EUR 198 mil-

lion of new commitments were allocated to 

Latin America. Europe received financing com-

mitments of EUR 80 million and EUR 7 million 

were allocated for a transregional project.

DEG commitments in 2009 by region

Asia and Oceania

Africa

Latin America/Caribbean

Europe/Caucasus

Transregional

45%

26%

20%

8%

1%
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Commitments by sector

While less pronounced than in previous years, 

one focus of DEG's activities in 2009 continued 

to be on strengthening the financial sector, 

toward which it provided EUR 305 million, or 

around 30% of its commitments (2008:  

EUR 487 million). With this financing, DEG is 

helping to improve the financial services on 

offer to enterprises in the partner countries, 

thereby alleviating financing bottlenecks 

caused, among other things, by the financial 

crisis. Through its network of partner banks, 

this means that long-term investment capital 

can be provided primarily to small and me-

dium-sized enterprises. By providing highly 

scarce venture capital, equity and mezzanine 

funds perform a particularly important devel-

opmental function. Major secondary objectives 

of financial sector development are enhanced 

institution-building and the introduction of 

good corporate governance standards. DEG 

provided EUR 276 million for enterprises in 

the manufacturing sector, which accounted 

for around 27% of new business. New com-

mitments in 2009 helped finance investments 

in construction materials, the chemicals and 

metal industry as well as automobile and me-

chanical engineering industries. EUR 251 mil-

lion were made available for infrastructure 

projects in the reporting year – a new record 

of commitments for this sector. Energy supply 

and telecommunications networks and services 

were the main focus of investments. Agribusi-

ness and the food industry accounted for 14% 

of funding with EUR 141 million. New funding 

for services was EUR 41 million. Around one 

third of the new commitments were specifi-

cally allocated for investments in small and 

medium-sized enterprises (SMEs). Since it is 

small and medium-sized enterprises in particu-

lar that struggle to obtain long-term financing, 

DEG developed the “Growth Initiative for Small 

and Medium-Sized Enterprises” in the reporting 

year to help to bridge this gap in financing.

How we make a difference

Countries with high risk and/or low 

per capita income accounted for 

about 44% of DEG’s new business 

in 2009.

The total volume of investment 

for projects co-financed by DEG in 

2009 was EUR 4.5 billion.

DEG commitments in 2009 by sector

Financial sector

Industry

Infrastructure

Agribusiness and food industry

Other services

30%

27%

25%

14%

4%
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Impetus for and from the private sector

More for climate protection

In the reporting year, commitments in the field  

of climate protection, one of DEG’s clear strate-

gic business goals, increased significantly. New  

investments included 25 climate protection 

projects, which were provided with total funds 

of EUR 161 million (2008: EUR 96 million). The 

focus was on promoting renewable energies. 

Public-private partnership (PPP) and accompa-

nying measures were used to provide co-financ-

ing of EUR 2.6 million for a further 14 climate 

protection projects.

In addition to development policy and econom-

ic considerations, the environmental and social 

acceptability of the individual planned invest-

ments is crucial for DEG financing. The environ-

mental and social standards of the World Bank 

Group subsidiary IFC were again agreed to be 

binding for all financings in this reporting year.

All of the co-financed enterprises also contrac-

tually agreed to observe the core labour stand-

ards of the International Labour Organisation 

(ILO). This requirement was also met in our co-

operation with partners from the European De-

velopment Finance Institutions (EDFI) in 2009: 

the “EDFI Principles of Responsible Financing” 

instigated by DEG were signed and, in so doing, 

the members committed to apply recognised, 

uniform environmental and social standards.

Partnerships with the private sector

DEG was provided with a total of EUR 12 million 

to implement the BMZ’s public-private partner-

ship (PPP) programme for development partner-

ships with the private sector. The programme 

was modified in 2009: now there will be several 

ideas competitions every year, in which enter-

prises can submit suggestions for PPP measures. 

EUR 24 million have been allocated for 57 new 

PPP projects, of which EUR 10 million is from 

DEG, while the enterprises invested EUR 14 mil- 

lion. 68% of the new projects related to the 

focus areas of “industrial environmental protec- 

tion” and “renewable energies”. Thus, DEG fi- 

nanced by far the greatest number of PPP projects 

of all the institutions involved in the programme.

In order to increase the structural effects of 

its development policy projects and achieve a 

broader impact,  DEG also implemented accom-

panying measures in 2009 using EUR 1 million 

of its own funds; an additional EUR 2 million 

were provided from BMZ budget funds. These 

funds were used to finance 37 accompanying 

measures. These serve, for example, to advise 

the co-financed companies on environmental 

or business issues.
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disbursements
by Kfw entwiCKlungsbanK and deg

In 2009, KfW Entwicklungsbank disbursed 

EUR 2.7 billion for projects in developing and 

transition countries. The disbursements, of which 

EUR 1.3 billion stemmed from federal funds, thus 

attained around the same level as in the previ-

ous year (2008: EUR 2.8 billion). Around 70% of 

the international goods and services imported to 

the partner countries using federal funds were 

from German companies.

At EUR 729 million, DEG disbursements were be-

low the record high of the previous year (2008:  

EUR 1.131 billion). This result came about prima- 

rily because many financing projects were only  

committed in the last few months of the financial 

year. Of this, EUR 31 million (2008: EUR 106 mil-

lion) was allocated to project companies as part 

of third-party risk sub-participations.

Debt rescheduling and cancellation

Under certain conditions, the Federal Govern-

ment grants highly indebted partner countries 

relief in repayment of loans received under de- 

velopment cooperation by rescheduling or can-

celling debt. This is based on agreements reached 

with the international donor community in the 

Paris Club, for example under the so-called  

Heavily Indebted Poor Countries Initiative (HIPC),  

in which the International Monetary Fund is 

also involved. KfW takes part in the negotia-

tions on behalf of Germany. As part of the HIPC 

initiative for debt relief in the partner countries 

KfW agreed to debt conversions with the Re-

public of the Congo amounting to EUR 9.6 mil-

lion in 2009.

Debtor countries can receive debt relief if they 

agree to use the funds for poverty reduction, 

environmental protection, education or HIV/

AIDS prevention and actually implement appro-

priate measures. In 2009, KfW Entwicklungsbank 

agreed to new debt conversions with Egypt, 

Bosnia and Herzegovina, the Dominican Repub-

lic, El Salvador, Peru, Syria and Tonga amounting 

to EUR 87 million. After these countries had put 

relevant programmes into place, Germany was 

able to waive around EUR 63 million of debt, 

also accounting for various agreements from 

previous years.

It pays to invest in development.
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Total commitments by KfW Entwicklungsbank and DEG in 2005-2009 (EUR in millions)

KfW Entwicklungsbank 2005 2006 2007 2008 2009

FC grants* 751 864 803 882 1,112

FC standard loans 307 280 277 351 230

FC development loans 492 704 579 1,033 878

– budget funds 157 198 130 213 106

– KfW funds 336 507 448 821 772

FC promotional loans 247 512 1,263 1,314 1,151

Delegated funds** 84 85 80 68 111

Sum 1,881 2,445 3,002 3,648 3,482

DEG (own risk)***  702    930    1,206   1,225 1,015

Total (KfW + DEG)  2,583    3,375    4,208   4,873 4,497

Note: Interest grants 19 38 37 90 100

 * Differences compared with previous years due to interest grant adjustments
 ** Excluding intermediary funds in 2009 (EUR 233 million) and 2008 (EUR 33 million)
 *** All figures including risk sub-participations
Differences in the totals are due to rounding.

Origin of total commitments by KfW Entwicklungsbank in 2005-2009 (EUR in millions)

2005 2006 2007 2008 2009

Budget funds  1,214    1,342    1,210    1,446    1,448   

KfW funds  583    1,018    1,712    2,135    1,923   

Delegated funds*  84    85    80   68 111

Total  1,881    2,445    3,002   3,648 3,482

* Excluding intermediary funds in 2009 (EUR 233 million) and in 2008 (EUR 33 million)
Differences in the totals are due to rounding.

Breakdown of total commitments in 2009 by region (EUR in millions)

KfW Entwicklungsbank DEG Combined

Budget funds Total Total total commitments

Sub-Saharan Africa 558 39% 669 19% 255 25% 924 21%

Asia and Oceania 315 22% 1,249 36% 463 46% 1,712 38%

North Africa/Middle East 257 18% 354 10% 11 1% 365 8%

Europe and Caucasus 230 16% 831 24% 80 8% 911 20%

Latin America 88 6% 380 11% 198 20% 578 13%

Transregional 0 0% 0 0% 7 1% 7 0%

Total 1,448 100% 3,482 100% 1,015 100% 4,497 100%

Differences in the totals are due to rounding.
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Total commitments in 2009 by country (EUR in millions) 
Ranked by BMZ budget funds

Rank Country KfW Entwicklungsbank DEG

BMZ budget 
funds KfW funds

Funds from 
other minis- 
tries/donors

1 Palestinian Territories 82.00

2 Syria 55.20

3 India 54.97 283.50 0.201 86.70

4 Benin 52.00

5 Mali 50.50

6 Rwanda 47.92 1.802 0.14

7 Afghanistan 46.00 59.952

8 Zambia 45.35 4.47

9 Tanzania 42.00 0.06

10 Pakistan 40.38 3.602 1.77

11 China, PR 39.99 514.21 85.54

12 Egypt 37.06 24.06 0.182 10.82

13 Ukraine 35.00 5.421

14 Ecuador 30.50

15 Liberia 30.00

16 Uganda 30.00 3.49

17 Burkina Faso 27.84

18 Kenya 27.00 7.65

19 Togo 25.00

20 Bangladesh 23.00 10.70

21 Yemen 23.00

22 Indonesia 22.50 13.00 8.451 95.44

23 Cameroon 22.50 6.10

24 Bosnia and Herzegovina 21.50 10.00 2.701, 2

25 Congo, DR 20.50 0.21 1.501

26 Uzbekistan 18.80

27 Philippines 17.40 0.501 18.76

28 Jordan 17.24 24.50

29 Kosovo, Republic 16.50 32.00

30 Tunisia 16.22 48.72

31 Malawi 15.50

32 Ethiopia 15.00

33 Honduras 15.00 15.32

34 Ghana 14.90

35 Serbia 14.85 62.00 3.601, 2 19.08

36 Azerbaijan 11.93 0.201 7.60

37 South Africa 11.40 34.80 74.14

38 Tajikistan 11.00 1.00 8.37
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Total commitments in 2009 by country (EUR in millions) 
Ranked by BMZ budget funds

Rank Country KfW Entwicklungsbank DEG

BMZ budget 
funds KfW funds

Funds from 
other minis-
tries/donors

39 Côte d' Ivoire 11.00 10.00

40 Macedonia 10.70

41 Lebanon 10.00

42 Brazil 8.00 100.33 6.501 15.56

43 Niger 7.96

44 Cambodia 7.50 0.07

45 Armenia 7.30 57.30 10.51

46 Nicaragua 6.50

47 Senegal 6.45

48 Namibia 5.10 31.50

49 Guyana 5.00

50 Chad 5.00

51 Mongolia 4.80

52 Mexico 4.09 7.16 13.48

53 Haiti 4.00

54 Burundi 3.86

55 Columbia 3.50 17.07

56 Mozambique 3.00 6.39

57 Vietnam 2.50 23.46 20.41

58 Montenegro 2.00 56.00

59 Timor-Leste 2.00

60 Sri Lanka 1.97

61 Croatia 1.50 0.48 0.601 20.00

62 Albania 0.80 3.00

63 Nigeria 0.67 0.59 12.97

64 Morocco 0.30

65 Peru 29.04 3.001 52.43

66 Chile 34.86

67 El Salvador 25.22

68 Turkey 20.002

69 Sudan 2.122

70 Thailand 29.50

71 Uruguay 28.55

72 Laos 21.61

73 Oman 19.12

74 Eritrea 14.15

75 Kazakhstan 11.35

76 Guatemala 10.02

Continued overleaf
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Total commitments in 2009 by country (EUR in millions) 
Ranked by BMZ budget funds

Rank Country KfW Entwicklungsbank DEG

BMZ budget 
funds KfW funds

Funds from 
other minis-
tries/donors

77 Georgia 9.19

78 Argentina 8.73

79 Kyrgyzstan 6.73

80 Moldova, Republic 5.00

81 Bulgaria 3.00

82 Angola 1.71

83 Costa Rica 1.24

84 Paraguay 0.80

85 Madagascar 0.03

Supranational 141.88 451.98 42.881, 2 156.65

Other 88.73 0.961 17.86

Total 1,394.833 1,923.14 164.15 1,014.76

Note: interest grants total EUR 100 million (of which BMZ: EUR 98 million, BMU: EUR 2 million)
1 BMU funds; 2 Delegated funds (including funds from other ministries); 3 Deviations from total budget funds, as only BMZ funds

Breakdown of total commitments in 2009 by DAC development sector (EUR in millions)

KfW DEG Total

Financial sector 1,089 31% 305 30% 1,394 31%

Social infrastructure 1,003 29% 44 4% 1,047 23%

Economic infrastructure 889 26% 223 1,112 25%

  Production sector 148 4% 412 41% 560 12%

Other 352 10% 31 3% 383 9%

Total 3,482 100% 1,015 100% 4,497 100%

22%

Differences in the totals are due to rounding.
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Total KfW Entwicklungsbank commitments by BMZ priority area (EUR in millions)

BMZ priority area 2008 2009

Economic reform, development of a market economy 1,388 39% 1,093 31%

Energy (including energy efficiency, renewable energies) 672 18% 461 13%

Drinking water, water management, wastewater/solid waste disposal 527 14% 445 13%

Transport and communications 212 6% 433 12%

Health, family planning, HIV/AIDS 211 6% 229 7%

Conservation and sustainable use of natural resources 175 5% 223 6%

Democracy, civil society and public administration 116 3% 209 6%

Other, non-attributable 188 5% 148 4%

Education 84 2% 108 3%

Food security, agriculture/fishery 28 1% 83 2%

Peacebuilding and crisis prevention 46 1% 49 1%

Total 3,648 100% 3,482 100%

Differences in the totals are due to rounding.

Total DEG commitments by sector (EUR in millions)

Sector 2008 2009

Production sectors 469 38% 412 41%

– Agribusiness and food industry 187 15% 151 15%

– Industry, raw materials, mining, construction 282 23% 261 26%

Economic infrastructure 163 13% 223 22%

– Energy sector 83 7% 93 9%

– Transport and storage 29 2% 43 4%

– Communications 50 4% 87 9%

Social infrastructure 71 6% 44 4%

– Water supply, wastewater/solid waste disposal 14 1% 29 3%

– Education 16 1% 15 2%

– Health 40 3% 0 0%

Financial sector 487 40% 305 30%

Other services 34 3% 31 3%

– Trade and tourism 30 2% 27 3%

– Real estate, rental, business service providers, etc. 4 0.3% 3 0%

Total 1,225 100% 1,015 100%

Differences in the totals are due to rounding.
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