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Background

The budget funds of the Federal Republic of Germany
allocated for development cooperation (DC) should be used
economically. Through DC, the German Federal Ministry for
Economic Cooperation and Development (BMZ) seeks to
contribute to eliminating poverty, hunger and inequalities;
promoting peace, stability and security; facilitating economic
cooperation for sustainable and equitable growth; and
strengthening strategic alliances for global solutions and
multilateral cooperation. To contribute to these objectives,
development funds should be deployed purposefully and
effectively, but also efficiently.

In German DC, evaluation is one of the instruments used to
assess the success of development interventions. A significant
share of all interventions is regularly evaluated, including the
interventions’ efficiency. Drawing on a dedicated efficiency
criterion - one of the international evaluation criteria defined
by the Development Assistance Committee of the Organisation
for Economic Co-operation and Development (OECD DAC) -
the evaluation of German DC analyses the extent to which the
intervention delivers results in an economic and timely way.

Evaluations should contribute to improving the effectiveness
and legitimacy of development interventions by applying
the most objective and empirically sound analyses and
evaluations possible of the success achieved by interventions.
Other forms of review - to be distinguished from evaluation
- include monitoring and reporting on the implementation of
development interventions, as well as internal and external
audits of the economic efficiency, economy and compliance of
budget spending.

Evaluation of economic efficiency focuses on the question of
achieving the best possible relationship between the purpose
of an intervention and the funds used for that purpose.
The basic the
principle of economy and the principle of productivity. The

principles of economic efficiency comprise
principle of economy (the minimum principle) demands that a
specific result be achieved using the least possible input resources.

The principle of productivity (the maximum principle) demands that
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the best possible result be achieved using a specific amount of
input resources. Economic efficiency in its interpretation as a
principle of economy takes priority in the implementation of
the budget plan.

With respect to economical use of funds, the evaluation
of German DC distinguishes between two dimensions:
production efficiency and allocation efficiency. The evaluation
dimension “production efficiency” refers to the appropriateness
of the relationship between inputs and outputs. The evaluation
dimension “allocation efficiency” refers to the appropriateness
of the relationship between the inputs and the results achieved
(project/development objective; outcome/impact level) by the
intervention. Comprehensively assessing economic efficiency
in this way requires evaluations of an appropriate quality.

Purpose, objectives and evaluation questions

Both the meta-evaluation and evaluation synthesis serve to
strengthen learning and accountability for evaluation of the
efficiency of development interventions and their results.
The evaluation pursues two objectives. The first goal is to assess
the quality of evaluation:

« To what extent is the evaluation criterion of efficiency
being appropriately applied (evaluation question 1)?

e Towhat extent is the methodological approach
(evaluation question 2) and the quality of the data basis
appropriate (evaluation question 3)?

+ To what extent is the evaluation itself efficient
(evaluation question 4), and to what extent does the
evaluation of German DC align with international practice
(evaluation question 5)?

The second objective is to analyse the assessment of the
efficiency of development interventions through the evaluation
and its influencing factors:

« To what extent is German DC assessed in the evaluations to
be efficient (evaluation question 6), and to what extent do
internal and external factors influence the efficiency rating
(evaluation question 7)?
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Subject of the evaluation

The subject of this evaluation comprises 698 project
evaluations of a total of 932 interventions by the Deutsche
Gesellschaft fiir Internationale Zusammenarbeit (GIZ) and
the KfW Development Bank (KfW) which were published in the
years from 2018 t0 2024. In the interest of evaluation efficiency,
examination is limited to the project evaluations of GIZ and
KfW. These two implementing organisations are responsible for
implementing most of German bilateral development financing
and for its evaluation. Every year, both organisations evaluate a
significant share of completed and, where appropriate, currently
ongoing development interventions. In the case of KfW, this
meta-evaluation and evaluation synthesis examines the ex-post
evaluation (EPE) format; in the case of GIZ, it focuses on the
Central Project Evaluation (CPE) format. In this evaluation of
German DC, efficiency is assessed using a dedicated efficiency
rating on a scale of 1to 6.

Method

This evaluation comprises two components: a meta-
evaluation of the quality of the module evaluations, and an
evaluation synthesis assessing the efficiency of development
interventions and their influencing factors. Meta-evaluations -
sometimes also referred to as an "evaluation of the evaluation" -
are conducted to improve the evaluation process, systematically
reflecting the strengths and weaknesses of evaluations,
and advancing future evaluations. In this case, the meta-
evaluation focuses on evaluating efficiency. The evaluation
synthesis examines the results of the efficiency assessment of
interventions in the project evaluations and analyses the extent
to which the assessment correlates with certain factors.

The meta-evaluation classifies the quality of evaluations
through manual content analysis of a representative sample
of 97 module evaluations (51 GIZ CPEs and 46 KfW EPEs). The
evaluation reports constitute the data basis for assessing the
evaluation quality. Working through the evaluation questions,
the evaluation quality is rated on the basis of 18 quality
criteria. The meta-evaluation uses artificial intelligence (Al)

to triangulate the results of the manual classification. The
quality of the statistical population of the module evaluations
is analysed by a large language model (LLM).

The evaluation synthesis analyses the results of the
efficiency assessment of the development interventions and
investigates the role of potential influencing factors through
statistical methods (multivariate regression analyses).
The dependent variable is the efficiency score. Potential
determinants (independent variables) consist of intervention
characteristics and those of the development contexts as well
as of the project evaluations themselves. The data basis of
the evaluation synthesis is comprised of meta- and secondary
data on the interventions and evaluations, the results of topic
modelling generated by the large language model based on
the evaluation reports, and the classification of the evaluation

quality determined by the meta-evaluation.

Results, conclusions and recommendations

for the quality of evaluation (meta-evaluation)

The field of DC is under pressure. Global crises, doubts
concerningthelegitimacy of DCand continuing cutsinfunding
are increasing the need to efficiently use existing resources in
a well-targeted manner and to manage development policies
more stringently in the interest of effectiveness and economic
efficiency. Taking up this challenge, the BMZ aims in its current
reform plan to strengthen the results- and efficiency-oriented
steering. Yet, what does it take to achieve efficiency-oriented
steering, and how can more be done with less resources?

Evaluation provides DC with a powerful instrument that is
well suited to generating evidence for efficiency-oriented
steering and implementation of publicly funded development
efforts. Overall, the evaluation system of development
cooperation is well positioned in comparison to other fields
of public policymaking in Germany. It has a rational division
of labour, established standards, transparent evaluation
guidelines and a high level of quality and independence in both



project-related and strategic evaluations. For some time now,
efficiency has counted among the pertinent criteria of bilateral
DC evaluation in Germany, along with relevance, coherence,
effectiveness, impact and sustainability. By regularly evaluating
German DC
demonstrates a high coverage of project-related evaluations.

a representative sample of interventions,

But what is the quality of the evidence base underpinning
efficiengy-oriented steering? To address this question,
the meta-evaluation first answers questions regarding
the appropriate application of the evaluation criterion of
efficiency (evaluation question 1), the appropriateness of
the methodological approach (evaluation question 2) and
the quality of the data basis (evaluation question 3) as well
as questions addressing the efficiency of the evaluation

(evaluation question 4).

The meta-evaluation rates the quality criteria for appropriate

application of the evaluation criterion of efficiency
(evaluation question 1) as partially fulfilled. Nevertheless,
while evaluation practice focuses primarily on the productivity
of interventions, too little attention is given to the aspect of
economical use of funds. The predominant share of evaluations
pursues the question of production efficiency to an appropriate
extent. The consideration of timeliness (as part of assessing the
production efficiency) is less systematic. By contrast, the
evaluation of allocation efficiency does not fulfil the defined
requirements. Overall, in terms of the regulations of Germany's
Federal Budget Code and German DC's own standards for
evaluation, the dimension of economy is not systematically
taken into account to a sufficient degree in evaluation practice,

and likewise not in comparison to productivity.

GlIZ
economy

and KfW should
and productivity as

Recommendation 1 treat
the principles of

equally important.

The meta-evaluation rates the quality criteria of the
appropriateness of the methodological quality (evaluation
question 2) as mostly fulfilled. However, the evaluations are
lacking comparative analyses. The overwhelming share of the
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evaluations exhibits an appropriate methodological quality
in their evaluation of production efficiency. The inadequate
methodological quality of the evaluation of allocation efficiency
goes hand in hand with the lack of comparative analyses with
alternatively designed interventions (that have comparable
objectives within a particular sector and/or region). The
evaluations rely primarily on methods of identifying potential
for efficiency within interventions and on descriptive approaches
that are not designed to be conducive to comparative analysis
of interventions. With the high annual number of project
evaluations and the associated potential basis for evidence,
GIZ and KfW have a very good foundation at their disposal for
further strengthening the comparative perspective.

Recommendation 2: GIZ and KfW should make greater
use of comparisons when evaluating efficiency.

Evaluation of the allocation efficiency provides evidence
of the appropriate relationship of inputs to the impacts of
interventions. Evidence on allocation efficiency is highly
important due to its significance for results- and efficiency-
oriented steering. In times of growing global challenges and
simultaneously decreasing funding, there is growing demand
in development policy steering for evidence verifying the best
possible relationship between the use of funds and development
success. While evaluation of the allocation efficiency of
interventions can deliver this evidence, evaluation practice
has yet to do so in an appropriate form. This is due primarily
to the lack of comparative analyses with alternatively designed
interventions that pursue the same objective. Evidence verifying
the allocation efficiency of interventions is particularly valuable
for strengthening efficiency-oriented steering and planning.

Recommendation 3: GIZ and KfW should put greater
emphasis on evaluating the relationship between the costs
and the results (allocation efficiency) of an intervention.

The meta-evaluation rates the quality criteria of the
appropriateness of data quality (evaluation question 3)
as partially fulfilled. The data quality is predominantly
appropriate for the evaluation of production efficiency.
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The data quality is appropriate to a considerably lesser extent
for evaluation of allocation efficiency. The higher the level of
results (from outcomes to impacts), the more the data quality
decreases. The limited availability of data at the impact level
poses a challenge for evaluation.

The prior conclusions and recommendations contain
additional tasks for the evaluation. Yet, can the evaluation
itself also become more efficient? To answer this question, the
meta-evaluation focussed on the efficiency of the evaluations
(evaluation question 4) and an international comparison

(evaluation question 5).

The meta-evaluation rates the quality criteria for the
efficiency of the project evaluations as partially fulfilled
(evaluation question 4). The majority of the efficiency
evaluations draw on the data, the methodological approach
and findings relating to the other evaluation criteria in a
comprehensible and plausible manner. The findings on the
efficiency of the interventions are also incorporated into the
conclusions and implications or recommendations of the
project evaluations. However, the evaluations do not draw or
only draw to a small extent on prior economic analysis.

The evaluation of efficiency is part of an overall system of
various audit and control processes related to the economic
efficiency of German DC. Evaluation can - in the interest
of a conclusive economic analysis — build on the findings of
preceding processes, thereby reducing the effort required
for evaluations. For instance, evaluations could draw on the
courses of action contained in the initial project appraisal when
examining alternatively designed interventions, incorporate
the results of prior price reviews into the assessment of the
economic use of resources, or take into account the economic
analysis conducted during the final project assessment when
rating the efficiency criterion. Prerequisite for this approach
are the conceptual and methodological compatibility and
availability of the various data.

Recommendation 4: GIZ and KfW should draw on prior
economic analysis when evaluating efficiency.

Overall, the meta-evaluation rates the requirements for
the quality of the project evaluations as partially fulfilled.
The determinants of evaluation quality include the scope and
the format of the evaluation reports as well as the financial
volume of the interventions. The assessment of the evaluation
quality of the population of evaluations by Al analyses shows
that longer reports are associated with higher evaluation quality.
Following a revision of the international OECD-DAC evaluation
criteria, both the requirements and evaluation practice evolved
during the period under review. The associated adjustments
of reporting formats are accompanied by higher evaluation
quality at KfW, and lower evaluation quality at GIZ. In financial
cooperation, the evaluation quality increases with the financial
volume of interventions. The development context does not
have any measurable influence on the evaluation quality.

Inaninternational comparison, the module evaluations of G1Z
and KfW perform well overall in terms of their transparency
and the use of methods for evaluating efficiency. Contrary to
otherorganisations, all GIZ CPEs and all KfW EPEs always assess
the efficiency of interventions. In particular, the fully published
GIZ CPE reports almost universally feature a sufficiently
informative description of the methodological approach and
thus demonstrate the application of a relevant methodology.
In contrast to other international organisations, GIZ and Kfw
rely considerably less on purely descriptive methods and draw
primarily on approaches for evaluating efficiency potentials
within an intervention - namely the follow-the-money
approach (GlZ) and the discounted cash flow analysis (KfW).
Methods for comparing the efficiency of interventions are
used extremely rarely across all organisations, both German
and international.



Results, conclusions and recommendations for
efficiency in German DC (evaluation synthesis)
However, not only the quality of evaluation, but also the
comprehensibility of the assessment and the significance
of the results are among the prerequisites of utilisation-
focussed evidence for efficiency-oriented steering and
operational design of German DC. Against this backdrop, this
evaluation synthesis focuses below on the evaluation questions
on efficiency assessment in project evaluations conducted
by GIZ and KfW (evaluation question 6), and on the question
addressing the determinants for efficiency scores (evaluation
question 7).

The GIZ and KfW project evaluations rate the examined
interventions as mostly efficient (evaluation question 6).
Based on the project evaluations, the efficiency rate of
the GIZ and KfW interventions in the period from 2018 to
2024 was 87.2 per cent (i.e. a rating score of 3 or better).
Interventions of technical cooperation (TC interventions) were
systematically rated higher. This is primarily due to a higher
rating of their production efficiency which, moreover, is more
heavily weighted (at 70%) in the efficiency score of GIZ CPEs.
A notable harmonisation of efficiency scoring has been taking
place over time between both implementing organisations.
Interventions of financial cooperation (FC interventions) have
been increasingly rated more positively, while ratings of TC
interventions have been increasingly more critical. Based on the
statistical analyses, hardly any differences are evident between
sectors, regions or intervention objectives. Desk studies of GIZ
interventions generally deliver higher scores, while those of KfW
interventions culminate in poorer scores.

However, these assessment results expressed in efficiency
scores are only comprehensible to a small extent. The function
of evaluation for development policy steering purposes
and for implementation of interventions is limited in this
respect. Neither the reports nor the consideration of pertinent
intervention characteristics, the development context and the
project evaluations themselves enable clear comprehensibility
of the efficiency rating in the evaluations (expressed in
efficiency scores). The Al analyses of the efficiency sections
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of the evaluation reports identify only a few topics that can
be associated with a systematically better or poorer efficiency
score. This means that the efficiency assessment in the
evaluations based on all available information can only be
reconstructed to a limited extent.

All in all, the characteristics of interventions have a limited
influence. Whereas FC interventions of longer duration are
generally marked by less efficiency, TC interventions do not
exhibit this correlation. In terms of the financing volume of
interventions, large-volume FCinterventionsareassociated with
higher efficiency, while TC interventions do not demonstrate
such a correlation. Among TC interventions, global projects go
hand in hand with higher efficiency scores, whereas co-financed
interventions are marked by poorer ratings.

Whereas the influence of characteristics of the development
context is generally very limited, such influence tends to be
strongerin FCthanin TC. For both implementing organisations,
interventions in countries characterised by increasing gender
equality exhibit slightly better efficiency ratings. Except for
gender equality factors, the development context has no
measurable influence on efficiency assessment of TC. The
development context plays a stronger role in the efficiency
rating of FC interventions. FC interventions in more populated
countries generally come with more negative efficiency
assessment. Another negative correlation exists between
political stability and the efficiency score of FC interventions.

Much more strongly evident are unintended correlations
between the efficiency score and the characteristics of the
evaluation. At both implementing organisations, there is
a marked correlation between the efficiency score and the
evaluation format. The KfW EPEs performed as desk studies
deliver clearly poorer efficiency ratings than evaluations that
include data collection in the field. In GIZ CPEs, the use of
desk studies is associated with clearly better efficiency ratings.
Inprinciple, the evaluation formatshould have noinfluenceonthe
assessment. Whether desk studies or evaluations including local
data collection, assessments applying equal conditions should
not lead to any systematically better or poorer efficiency ratings.
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Further, there is an another unintended correlation between
the composition of the evaluation teams and the efficiency
assessment. A higher proportion of female evaluators in TC
is associated with slightly more positive efficiency ratings.
Moreover, there is a correlation in FC between the point in time
of the evaluation and the efficiency rating of the intervention:
the longer the period between the end of the interventions
and the time of the evaluation, the poorer the ratings tend to
be. This can mean that the success of interventions and thus
also their economic efficiency decline over time, or, at least,
become harder to detect over time. In addition, longer KfW
EPEs reports go hand in hand with higher efficiency ratings,
whereas GIZ CPEs do not exhibit such a correlation. However,
GIZ CPEs of higher evaluation quality are associated with more
negative efficiency ratings. As the GIZ CPEs in general deliver
systematically higher efficiency scores, this finding could
indicate that the GIZ CPEs of lesser evaluation quality tend to
overestimate the intervention efficiency. A similar correlation
cannot be found in KfW EPEs.

Recommendation 5: GIZ and KfW should ensure that
the selected evaluation format does not come with any
systematically better or poorer efficiency rating.

The limited comprehensibility of efficiency ratings in
evaluations is associated with the absence of, or lack of
explicit, efficiency standards in German DC. The benchmarks
of German DC for the efficiency of diverse types of interventions
in specific sectors or regions are not explicitly defined. Hence,
it remains unclear, for example, to what extent the efficiency
standards of German DC differ in differing contexts (e.g. in
highly fragile countries), in certain types of interventions
(e.g. pilot projects) or with respect to reaching certain target
groups (e.g. rural populations in remote regions). Consequently,
orientation for derivation of specific efficiency benchmarks in
individual evaluations is lacking, which, in turn, contributes to
hampering the learning and steering functions of evaluation
at the strategic level. Explicit (absolute as well as relative)
efficiency standards are highly valuable for efficiency-oriented
steering and implementation of interventions.

Recommendation 6: BMZ should examine and explicitly
define the basic efficiency standards of German DC.

The formulation of basic efficiency standards provides
the foundation for the comprehensible assessment of the
efficiency of interventions through evaluations. Benchmarks
derived from these standards provide the basis for explicit and
comprehensible assessment of the subjects of evaluations,
as well as differentiated and transparent reporting and
communication of evaluation results, conclusions and
recommendations. When assessing the effectiveness of
interventions, the targetindicator values define the benchmark,
while in impact assessments they define the higher-level
development results. For assessing efficiency, benchmarks
arise from the targeted ratio between inputs and outputs
or inputs and results, respectively. For example, the desired
ratio between the cost and effort of communities to apply
for financial support and the benefits reaped from it (once it
has been granted) could serve as a benchmark for evaluating
the allocation efficiency of rural development interventions.
Another example would be the definition of an acceptable
limit for delays when evaluating the production efficiency of
an infrastructural intervention.

Assessing efficiency on the basis of pertinent benchmarks
would significantly enhance the comprehensibility of
results of the efficiency rating (i.e. the efficiency score). This
enhanced comprehensibility and the associated increase in
credibility and informative value of results are, in turn,
prerequisites for successful efficiency-oriented steering. The
formulation of absolute efficiency benchmarks such as costs
per vaccination in a healthcare system or internal rates of
returns of financing solutions is ultimately not possible in
all sectors. Where absolute benchmarks are missing, relative
comparative benchmarking of interventions takes on greater
importance (see recommendation 2).



Recommendation 7: GIZ and KfW should enhance the
comprehensibility and reproducibility of efficiency ratings
(efficiency scores) by working with evaluation benchmarks.

In light of the growing challenges in the field of development
cooperation - i.e. global crises and continuing cuts in
funding, to name just a few - the evaluation of efficiency in
development interventions is of great importance. The goal
is to promote results- and efficiency-oriented steering by
generating and providing evidence. By analysing the efficiency
standards of German DC (see recommendation 6) and their
importance to efficiency-oriented steering, the BMZ could
demonstrate in what areas and for what types of decisions such
evidence of efficiency is needed and used. To reduce the cost and
effort of evaluations and to leverage synergies, the evaluation
of German DC could examine the overall system of project
monitoring, external reviews, audits and evaluations, and
consider to what extent better integration of these instruments
can support the generation of efficiency evidence. What would
also be promising for efforts to strengthen efficiency-oriented
steering and thereby to implement the current BMZ reform
plan would be an analysis of results on the role of evidence from
rigorous impact evaluations, efficiency-oriented evidence gap
mapping (EGM) and cross-cutting evaluations as well as efforts
to promote (by evaluation capacity development, ECD) and
use evidence sourced from partner countries. Through a new
service centre for evidence, envisaged in the BMZ reform plan,
efficiency-oriented proposals could be developed and used for
future allocation decisions.
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Recommendation 8: To strengthen results- and efficiency-
oriented steering, the BMZ should support the evaluation
system by establishing an evidence architecture.

The further development of evaluation is a long-term task
that requires joint efforts. By implementing the noted
recommendations, the BMZ along with GIZ and KfW will
contribute to strengthening the German DC evaluation
system. Comparable findings from past DEval evaluations
and audits conducted by Germany's Bundesrechnungshof
(Federal Court of Auditors, BRH) confirm the relevance of
these recommendations. Comprehensible and meaningful
project evaluations constitute a reliable source for sound,
well-informed policy-making. In addition to streamlining
processes and accelerating decision-making, evidence-based
policy-making contributes to strengthening governmental
performance capabilities and modernisation. To ensure the
usefulness of evaluations in future practice, evaluations could
be more closely interlinked with political steering decisions
than has been done to date.
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