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Executive Summary

Subject and objectives

This evaluation has been commissioned by the Evaluation Unit in the Directorate-General
(DG) Development and Cooperation (DEVCO) on behalf of the European Commission
(hereafter the Commission). It assesses European Union’s (EU) support to private
sector development (PSD). It covers all support provided during the period 2004-2010 in
all regions where Commission support was implemented, excluding OECD countries and
regions and pre-accession countries, as well as any support provided by the Commission’s
humanitarian aid body, ECHO. It concerns a total of €2.4bn of funds directly contracted
by the Commission over the period covered.

This evaluation aims at providing an overall independent assessment of the EU’s past
and current cooperation for PSD and at identifying key lessons with a view to improving
its strategies and programmes. It covers the five OECD-DAC evaluation criteria, as well as
EU value added and the “3Cs”.!

Methodology

The evaluation applied a rigorous methodology with a view to reaching useful conclusions
and recommendations based on sound analysis.

It designed a four-phase approach consisting of structuring, desk, field and synthesis
phases. The first phase was dedicated to providing the inventory and typology of the
Commission’s funding in the field of PSD, an overview of the context in which it took
place, a description of the overall approach of the Commission with respect to PSD
support, and the definition of a set of 10 Evaluation Questions to which the evaluation
needed to provide an answer, on the basis of pre-defined judgment criteria and indicators.
On this basis, data collection took place through both desk and field work. The evaluation
was structured around ten country case studies: Algeria; Jamaica; Jordan; Kenya; Morocco;
Nicaragua; South Africa; Ukraine; Vietnam; Zambia. Country visits were conducted for all
of them, except Zambia. The evaluation used a combination of tools and techniques for
data collection including the analysis of a large amount of documents, interviews with
around 200 interlocutors including representatives from the Commission, peer institutions,
civil society, national authorities, private enterprises and their representative bodies, and
other stakeholders in the field. Other data was collected through a survey of a selection of
EU Delegations (with 54 responses from 82 invitations); a systematic review of 40 country
Strategy Papers (CSPs) and Regional Strategy Papers (RSPs); and a meta-analysis of 15
strategic evaluation reports. A full presentation of the evaluation methodology is provided
in Annex 9 of this report.

1 Herein the “3Cs” refer to coordination, complementarity and coherence, as per the evaluation Terms of Reference,
p.15.
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On overall strategy and implementation issues

Over the period 2004-2010, the EU provided substantial grant funding for PSD,
spanning a wide range of activities. This made the EU an important player in PSD,
both financially and in terms of scope covered, and made PSD an important area of
its aid delivery, even if this was generally not recognised. The Commission
contracted, on behalf of the EU, €2.4bn of direct support to PSD. This compared
favourably with several other well-recognised PSD donors such as France (€1.3bn), Sweden
(€0.9bn) or Denmark (€0.9bn), all of which are members of the Donor Committee on
Enterprise Development. Moreover, whilst PSD was by no means the largest sector of EU
support to third countries over the evaluation period, the EU’s PSD contribution was
nevertheless comparable to other well-established areas of EU support, such as education
(€1.9bn of direct support from 2000-2007) or health (€4.1bn of direct support from 2002-
2010).

The EU provided some types of value added associated with its role as a
development partner in general, as well as demonstrating some potential areas of
value added that were directly linked to its PSD support but which were not always
realised in its interventions. The EU value added as a development partner was the
financial weight of its contribution, its continued presence, the fact that it was perceived as
less tied to specific economic or political interests, and the emphasis on poverty reduction
when other actors adopted a perspective of economic cooperation. The PSD-specific areas
of potential value added were its capacity to leverage grant resources for PSD through
investment and blending facilities, its ability to link PSD with trade liberalisation matters;
and the transfer of EU good practices and knowledge.

The EU positioned itself as a ‘generalist’ in terms of PSD support, capable of
funding a nearly all-encompassing range of diverse activities, which enabled it to be
responsive to country needs in a context of partnership building with beneficiary
countries. There was some confusion and a lack of awareness among stakeholders
within and outside the EU institutions on this positioning as a generalist. Three key
documents lay out the EU’s PSD approach: the Commission COM(2003) 267 and
Guidelines issued in 2003 and thoroughly revised in 2010. These documents provide a
broad list of eligible activities in order to respond to the diverse range of country needs.
The EU has deliberately maintained a nearly “all-encompassing” portfolio of activities,
without defining a specific niche or role in terms of PSD support on which the EU would
have wished to focus. This has enabled it to respond to diverse country needs and align
with partner government priorities across a range of areas, thereby increasing the EU’s
capacity to build partnerships. However, the generalist approach also had a negative impact
on the clarity of the EU’s role as a provider of PSD support among stakeholders, both
within and outside the EU.

The EU has developed a set of instruments for its PSD support that allow it to
address comprehensively the range of PSD needs in the different regions, in line
with the above-mentioned generalist approach. There were however some
weaknesses in terms of complementarities and synergies between different
mechanisms. The EU aid architecture for PSD support combined bilateral aid, regional
PSD programmes and regional investment facilities. This allowed the EU to ensure a
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comprehensive geographic and thematic coverage and respond to a wide diversity of
country needs. There was however little coordination between bilateral programmes and
regional programmes and investment facilities and some confusion among stakeholders
concerning the range of instruments available for PSD support.

The EU did not fully exploit its potential in terms of expertise and experience for
PSD, which were not commensurate to the financial weight of the EU’s PSD
support. Although there have been some valuable developments in terms of DEVCO in-
house expertise for PSD with the creation of a thematic unit, overall the EU did not fully
utilise the knowledge-sharing potential that existed within the different EU Delegations
and the different DGs involved in the construction and enlargement of the internal market.
At country level, there was no real human resources policy aimed at employing appropriate
PSD expertise. PSD training programmes — available since 2009 — were often not feasible
for EU Delegation staff given the available time and resources, nor was there a
capitalisation of knowledge among those Delegations active in PSD. The challenge in terms
of expertise for the design and management of EU support to PSD remained important,
especially in the light of the EU’s choice to have a nearly all-encompassing approach to
PSD support.

On country specific strategy issues

The EU support to PSD was — generally quite rightfully — more geared by overall
country partnership considerations than by PSD-related technical matters. By its
very nature, EU support to PSD always took place in a broader context of overall
cooperation of the EU with a specific country/region. The evaluation confirms that the
EU made sure that these wider considerations were at the heart of its support and even
determined the nature of its PSD support, rather than having a purely technical approach.
In the same vein, the EU has generally aligned its support to the beneficiary
countries’ priorities but has also, on good grounds, reserved itself the right not to
align when confronted by specific drawbacks to alignment, e.g. when there was no
real strategy to align to or when the EU could not agree with Government policy.

The EU’s PSD support responded to needs but was generally not part of a strategy
aimed at maximising EU impact through a clear prioritisation, a focus on value
added, and on synergies with other actors and activities. Needs in the countries of
intervention are generally very broad, making much of the support relevant in the sense
that it addressed observable needs. However, the support did not always contribute to a
strategy that identified clear priority needs and aimed at having an adequate sequencing to
target them. Support was also rarely aimed at generating a specific EU VA, and when
coordination activities took place they consisted mainly in the exchange of information but
not in obtaining synergies so as to maximise impact. The evaluation furthermore found
that, even if there is a broad consensus on the importance of PSD for job creation,
linkages between the EU support for PSD and employment generation remained
very distant and that the EU did not really use its support for PSD as an opportunity
to promote crosscutting issues and the Decent Work Agenda.

On results

The EU devoted substantial efforts to the monitoring and evaluation of its support
to PSD, but it remained difficult to obtain a clear and complete picture of the
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results, notably because weaknesses in terms of monitoring and evaluation
subsisted, for instance the lack of baseline data or clear definition of expected results.
Nevertheless on the basis of the information collected, the evaluation finds that the EU
achieved results at macro- and meso-levels (institutional and regulatory
frameworks, access to finance, and some elements of support to enterprise
competitiveness) rather than at the micro-level (support to microenterprises and
non-financial support to SMEs). Similarly, the EU made valuable contributions to the
development of the private sector, in middle income countries notably through policy
dialogue, alignment and the clarity of the EU’s role in PSD, focussed on integration into
the world economy.

As suggested above, results were however uneven and suffered from a lack of initial
diagnosis. The EU global approach of delivering aid for the private sector through
the public sector entailed missed opportunities in selecting the best
implementation partners. Its standard rules and procedures also lacked flexibility
and agility to adjust to private sector actors and dynamics.

On the EU’s overall role and approach to PSD

The EU should maintain and be explicit about its generalist approach of providing
a wide range of different types of PSD support. Indeed, the EU is a key partner in the
countries in which it intervenes. With a view to align with its partner countries’ national
strategies and be able to respond to its needs it is important that the EU maintains a broad
range of eligible PSD activities. With a view to avoiding that stakeholders and EU staff
have a blurred view on the EU’s role with respect to PSD support; it is important that the
EU clearly communicates this generalist and partnership approach.

In the same vein, the EU should continue ensuring that its PSD support is
embedded in the wider, non-technical context of cooperation with a country, and
continue to reserve itself the option of refraining from alignment or not to intervene
when conditions are not met. This recommendation basically calls for the EU to
maintain an approach of aligning but also of giving priority to the cooperation at large
above a merely technical approach.

On the contribution to a maximised developmental impact

The EU should ensure that the conditions for maximising the impact of PSD

support are fulfilled. Indeed, while adopting a generalist approach to PSD in general and

while going beyond merely technical cooperation, the EU should make sure that when
supporting PSD in a specific country, this support is provided with a view to contributing
to a maximum impact in this respect. More specifically this entails:

* The provision of mechanisms to ensure that technical analysis and consultations
have been conducted by the EU or its national or international partners prior to
providing support for specific PSD interventions

*  Making sure that a country level, suppott is part of a strategic approach, in the sense of
being prioritized, targeted, and building on the EU value added and maximizes
synergies with other actors
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* Promoting and facilitating the coordination between EU support mechanisms for
PSD

* Ensuring that the expected results are well defined and targeted, baselines
defined, and evaluations conducted, including for cross-cutting issues and the
Decent Work Agenda.

On expertise for implementation

When providing support to PSD, the EU should make sure that it uses as much as

possible the expertise that is already available in-house, but also that it uses

expertise available elsewhere. This is indeed essential, not only because the evaluation

highlights a number of weaknesses in terms of expertise, but also because it is

recommended that the EU maintains its generalist approach, which is challenging in terms

of areas of expertise to be covered. More specifically, it is recommended in this respect that

the EU:

* Provides mechanisms and tools to ensure that existing knowledge on PSD support
in EU Directorates-General and EU Delegations is shared.

" Devises and applies a specific human resources policy to ensure that EU
Delegations have sufficient staff with the required technical knowledge.

"  Builds on and uses the expertise of partners, including other donors and partner
countries, where they have a clear comparative advantage in terms of necessary
technical skills.

The EU should also facilitate the collaboration with private sector organisations,
and tailor support instruments to enhance their involvement as implementing
partners. This would also entail simplifying rules and procedures for dealing with
enterprises.

On support in middle income countries and transversal issues

Support to middle-income countries should be reviewed to adapt it to the specific
challenges of these countries. The EU should consider developing specific guidance for
its Delegations in these countries, with a view to better tackling the specific opportunities
faced by the private sector, but also to remain focused on specific challenges, notably in
terms of poverty reduction.

Employment impact should be considered through each stage of the project life-
cycle. The EU should ensure that employment effects of PSD support and employment
needs resulting from trade agreements and changes in the international environment are
factored into project identification and design. Specifically, employment targets, where
used, should be constructed with baselines and verifiable indicators to allow monitoring of
evolutions over time.

Finally, improve communication on the EU’s strategy with respect to PSD support.
The EU should improve its communication on the role it wishes to play in terms of PSD
support and on the instruments that are available in this respect. This communication
should target EU representatives and wider stakeholders.
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Résumé exécutif

Objet et objectifs

La présente évaluation a été commanditée par 'Unité Evaluation de la direction générale
(DG) du développement et coopération (DEVCO) pour le compte de la Commission
européenne (ci-apres la Commission). Elle évalue ’appui de I’Union Européenne (UE)
au développement du secteur privé (DSP). Elle couvre 'ensemble de 'appui au DSP
fourni au cours de la période 2004- 2010 dans toutes les régions ou cet appui a été mis en
ceuvre, hormis les pays et régions de 'OCDE, les pays candidats a I'adhésion et I'appui
fourni par l'office humanitaire de la Communauté européenne (ECHO). Elle porte sur un
total de 2,4 milliards d’euros de fonds contractés directement par la Commission sur la
période couverte.

Cette évaluation vise a fournir une appréciation globale et indépendante de la
coopération passée et présente de 'UE en matiere de DSP et a identifier les legons clés,
en vue d’améliorer ses stratégies et programmes. Elle couvre les cinqg criteres d’évaluation
du CAD de 'OCDE, la valeur ajoutée de I'UE et les « 3C ».”

Méthodologie

I’évaluation a appliqué une méthodologie rigoureuse en vue de fournir des conclusions et
recommandations utiles basées sur une analyse solide.

Elle a suivi une approche en quatre phases: la structuration, I’étude documentaire, la
phase de terrain et la synthese. La premicre phase a été dédiée a I’élaboration de I'inventaire
et de la typologie des financements de la Commission en matiere de DSP. Elle a également
permis de fournir un apercu du contexte, un descriptif de Papproche globale de la
Commission pour 'appui au DSP et de définir un ensemble de 10 questions d’évaluation
auxquelles I’évaluation devait apporter une réponse, en s’appuyant sur des criteres de
jugement et des indicateurs prédéfinis. Partant de la, la collecte des données a été effectuée
au moyen des travaux documentaires et de terrain. I’évaluation s’est appuyée sur dix études
de cas pays: Algérie, Jamaique, Jordanie, Kenya, Maroc, Nicaragua, Afrique du Sud,
Ukraine, Vietnam et Zambie. Des visites de terrain ont eu lieu dans ces différents pays, a
I'exception de la Zambie. I’évaluation a fait appel a divers outils et techniques pour la
collecte de données, notamment I’analyse d‘un large éventail de documents, des entretiens
avec environ 200 interlocuteurs dont des représentants de la Commission, d’institutions
homologues, de la société civile, des autorités nationales, d’entreprises privées et de leurs
organes représentatifs, ainsi qu’avec d’autres parties prenantes. D’autres données ont été
recueillies grace a un questionnaire adressé a une sélection de Délégations de 'UE (avec 54
réponses sur 82 invitations), une étude systématique de 40 Documents de Stratégie Pays
(DSP) et de Stratégie Régionale (DSR) et une méta-analyse de 15 rapports d’évaluations
stratégiques. L’annexe 9 de ce rapport propose une description compléte de la
méthodologie d’évaluation.

2 Les «3C » renvoient a la coordination, la complémentarité et la cohérence, conformément aux Termes de référence
de I’évaluation, p.15.
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Sur la stratégie générale et la mise en ceuvre

Au cours de la période 2004-2010, une part importante des financements de 'UE au
DSP a été fournie sous formes de dons, couvrant un large éventail d’activités. Cela a
positionné 'UE comme un acteur majeur du DSP en termes financiers et de
diversité des activités couvertes et a fait du DSP un axe important de I’aide de PUE,
méme si cela n’a généralement pas été reconnu. LLa Commission a contracté, au nom
de 'UE, 2,4 milliards d’euros d’aide directe au DSP. Ce montant était supérieur a celui
d’autres bailleurs largement reconnus en matiere d’aide au DSP comme la France (1,3
milliard d’euros), la Suede (0,9 milliard d’euros) ou le Danemark (0,9 milliard d’euros), tous
membres du Comité des donateurs pour le développement de I'entreprise. En outre, méme
si le DSP n’était en aucun cas le principal secteur de I'aide de 'UE en faveur des pays tiers
sur la période d’évaluation, la contribution au DSP de 'UE était comparable aux autres
domaines bien établis de son aide, comme I’éducation (1,9 milliard d’euros d’aide directe
entre 2000 et 2007) ou la santé (4,1 milliards d’euros d’aide directe entre 2002 et 2010).

La valeur ajoutée de ’UE a pris différentes formes, liées soit au role général de PUE
de partenaire au développement, soit directement a ’appui de ’UE au DSP, méme
s’il s’agissait alors davantage d’une valeur ajoutée potentielle, pas toujours réalisée
dans ses interventions. lLa valeur ajoutée de I'UE en tant que partenaire au
développement concernait le poids financier de sa contribution, sa présence dans la durée,
le fait quelle était per¢ue comme moins liée a des intéréts économiques ou politiques
spécifiques et 'accent mis sur la réduction de la pauvreté, alors que d’autres acteurs
s’'inscrivaient dans une logique de coopération économique. La valeur ajoutée potentielle
spécifique au DSP concernait sa capacité a générer des effets de levier par ses dons en DSP
a travers les facilités d’investissement et de « blending », sa capacité a relier le DSP aux
questions de libéralisation du commerce et le transfert de bonnes pratiques et de
connaissances générées au sein de 'UE.

L’UE s’est positionnée en « généraliste » de ’appui au DSP, capable de financer
une gamme quasiment compléte d’activités. Ceci lui a permis de répondre aux
besoins dans un contexte de renforcement des partenariats avec les pays
bénéficiaires. Ce positionnement de généraliste n’a pas toujours été bien compris
par les parties prenantes au sein et en dehors des institutions de PUE. Trois
documents clés décrivent 'approche de I'UE en matiere de DSP : la communication
COM(2003) 267 de la Commission, les lignes directrices publiées en 2003 et leur révision
approfondie en 2010. Ces documents fournissent une vaste liste d’activités possibles
permettant de répondre a la diversité des besoins des pays. L’'UE a délibérément maintenu
ce portefeuille quasi exhaustif d’activités, sans définir de niche ou de réle spécifique en
maticre d’appui au DSP sur lesquels elle aurait souhaité se concentrer. Cela lui a permis de
répondre a des besoins divers des pays et de s’aligner sur les priorités des gouvernements
partenaires dans des domaines multiples, renforcant ainsi sa capacité a construire des
partenariats. Toutefois, 'approche généraliste a également eu un impact négatif sur la
compréhension par les parties prenantes au sein et en dehors de 'UE du role de 'UE en
tant que fournisseur d’aide au DSP.

L’UE a développé un ensemble d’instruments d’appui au DSP, lui permettant de
faire face a la diversité des besoins en DSP dans les différentes régions, en ligne
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avec Papproche généraliste susmentionnée. Des faiblesses ont cependant été
observées en termes de complémentarités et synergies entre différents mécanismes.
L’architecture de I'aide de 'UE pour Pappui au DSP a combiné de l'aide bilatérale, des
programmes de DSP régionaux et des facilités d’investissement régionales. Cela a permis a
I'UE d’assurer une vaste couverture géographique et thématique et de répondre a une large
diversité de besoins. Il y a toutefois eu peu de coordination entre les programmes
bilatéraux, les programmes régionaux et les facilités d’investissement. Les parties prenantes
n’avaient par ailleurs pas toujours une vision claire de la gamme des instruments
disponibles pour I'appui au DSP.

L’UE n’a pas pleinement exploité son potentiel en matiére d’expertise et
d’expérience pour le DSP, celles-ci n’étant par ailleurs pas proportionnelles au
poids financier de Pappui de PUE dans ce domaine. Il y a eu des évolutions notables
au sein de DEVCO en termes de développement de Iexpertise interne en DSP, en
particulier avec la création d’une unité thématique. I’UE n’a toutefois pas utilisé au
maximum le potentiel de partage de savoir présent dans les différentes Délégations de 'UE
et au sein des différentes directions générales de la Commission impliquées dans la
construction et Pélargissement du marché intérieur. Dans les pays, 'UE n’avait pas
vraiment de politique des ressources humaines visant a recruter et utiliser des personnes
ayant une expertise appropriée en DSP. De méme, par manque de temps et de ressources,
il était souvent difficile pour le personnel des Délégations de 'UE de participer a des
formations en DSP, disponibles depuis 2009. II n’y a pas non plus eu de capitalisation des
connaissances parmi les Délégations actives dans le DSP. Le défi en termes d’expertise
pour la conception et la gestion de I'appui de 'UE au DSP est resté considérable,
particulierement si on tient compte du choix de 'UE d’avoir une approche d’appui au DSP
quasi-exhaustive.

Sur les questions de stratégie spécifiques aux pays

L’appui de PUE au DSP a davantage été défini — en général a juste titre — par des
considérations touchant au partenariat général avec les pays, plutét que par des
questions techniques liées au DSP. De par sa nature méme, 'appui de 'UE au DSP se
réalise toujours dans un contexte plus large de coopération globale de 'UE avec un pays ou
une région spécifique. L’évaluation confirme que 'UE s’est assurée que ces considérations
plus larges étaient au cceur de son aide et déterminaient la nature méme de son appui au
DSP, plutot que d’avoir une approche uniquement technique. De méme, PUE a en
général aligné son appui sur les priorités des pays bénéficiaires. Elle s’est toutefois
également réservée le droit, pour de bonnes raisons, de ne pas s’aligner lorsqu’un
tel alignement pouvait poser probléme, par exemple lorsqu’il n’existait pas de réelle
stratégie sur laquelle s’aligner ou lorsque 'UE ne pouvait accepter la politique du
Gouvernement.

L’appui de PUE au DSP a répondu aux besoins, mais n’a généralement pas été
intégré dans une stratégie visant a maximiser 'impact de l’aide de PUE via une
priorisation claire et une approche centrée sur la valeur ajoutée et sur les synergies
avec d’autres acteurs et activités. Les besoins dans les pays d’intervention sont
généralement vastes, rendant pertinent une grande partie de 'appui, au sens ou il répond a
des besoins réels. L’appui ne s’est toutefois pas toujours inscrit dans une stratégie
identifiant des besoins prioritaires clairs et visant a une aide séquencée de manicre adéquate
pour y répondre. Il visait rarement la création d’une valeur ajoutée spécifique de I'UE et
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lorsque des activités de coordination ont été mises en place, elles consistaient
principalement en un échange d’informations et ne visaient pas a générer des synergies en
vue de maximiser 'impact. En outre, I’évaluation conclut que, méme s’il existe un large
consensus sur 'importance du DSP en maticre de création d’emplois, les liens entre
Pappui de PUE au DSP et la création d’emplois sont restés lointains. L’UE n’a par
ailleurs pas réellement saisi Popportunité de son aide au DSP pour promouvoir les
thémes transversaux et ’Agenda pour le travail décent.

Sur les résultats

L’UE a fait des efforts importants en mati¢re de suivi et d’évaluation de son appui
au DSP, mais les faiblesses persistantes dans ce domaine (par exemple le manque de
données de référence ou de définition claire des résultats attendus) ont rendu difficile
Pobtention d’une vision claire et compléte des résultats. Néanmoins, sur base des
informations recueillies, I'évaluation conclut que 'UE a obtenu des résultats aux
niveaux macro et méso (cadres institutionnels et réglementaires, accés aux
financements et certains éléments d’appui a la compétitivité des entreprises) plutot
qu’au niveau micro (appui aux micro-entreprises et appui non-financier aux PME).
De méme, 'UE a contribué de fagon notable au développement du secteur privé
dans les pays a revenus intermédiaires. Ceci s’est fait grace au dialogue de politique, a
lalighement et au role clair de 'UE en maticre de DSP dans ces pays, centré sur
I'intégration dans I’économie mondiale.

Tel que suggéré ci-dessus, les résultats étaient toutefois inégaux et souffraient d’un
manque de diagnostic initial. L’approche globale de 'UE consistant a appuyer le
secteur privé via le secteur public n’a pas permis de saisir les opportunités pour
sélectionner les meilleurs partenaires pour la mise en ceuvre. Ses regles et
procédures standards manquaient de flexibilité pour s’ajuster aux acteurs et aux
dynamiques du secteur privé.

Sur le réle et I'approche globale de 'UE en matiére de DSP

L’UE doit maintenir et étre explicite sur son approche généraliste couvrant une
large gamme d’appuis au DSP. Elle est en effet un partenaire clé dans les pays ou elle
intervient. Afin de s’aligner sur les stratégies nationales de ses pays partenaires et de
répondre a leurs besoins, il est essentiel qu’elle puisse continuer a proposer une diversité
d’activités éligibles au DSP. Pour éviter que les parties prenantes et le personnel de 'UE
aient une vision peu claire du role de 'UE en matiere d’aide au DSP, il est important que
I'UE communique clairement sur cette approche de généraliste et de partenaire.

Dans la méme optique, ’'UE devrait continuer a s’assurer que son appui au DSP
s’inscrive dans le contexte plus vaste, non technique, de coopération avec un pays
et continuer a se réserver le choix de ne pas s’aligner ou de ne pas intervenir lorsque
les conditions requises ne sont pas réunies. Cette préconisation appelle 'UE a
maintenir une approche centrée sur lalighement, mais aussi a donner priorité a la
coopération de manicre générale, au dela de la démarche purement technique.
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Sur la contribution a un impact maximal en DSP

L’UE devrait s’assurer que les conditions pour maximiser I’impact de son appui au
DSP soient remplies. Tout en adoptant une approche généraliste du DSP et en allant au-
dela d’une coopération purement technique, 'UE devrait, lorsqu’elle fournit un appui au

DSP dans un pays spécifique, faire en sorte que celui-ci vise a contribuer a un impact

maximal en DSP. Plus particulicrement, cela signifie :

* DMettre en place des dispositifs pour s’assurer que des analyses et consultations
techniques aient été menées par 'UE ou ses partenaires nationaux ou internationaux
avant de fournir un appui a des interventions spécifiques de DSP.

* S’assurer, au niveau pays, que I'appui s’inscrive dans une démarche stratégique, au
sens de priorisée, ciblée, s’appuyant sur la valeur ajoutée de 'UE et maximisant les
synergies avec d’autres acteurs.

* Promouvoir et faciliter la coordination entre les mécanismes d’appui de PUE au
DSP.

* Taire en sorte que les résultats attendus soient clairement définis et ciblés, les
données de référence établies et les évaluations menées, notamment en ce qui
concerne les questions transversales et ’Agenda pour le travail décent.

Sur I’expertise en matiére de mise en ceuvre

Dans le cadre de ’appui au DSP, ’'UE devrait, autant que possible, avoir recours a
Pexpertise déja disponible « en interne », mais également a ’expertise disponible
ailleurs. Cela est indispensable, non seulement parce que I’évaluation identifie des
faiblesses en termes d’expertise, mais également parce qu’il est recommandé que 'UE
maintienne son approche généraliste, ce qui constitue un défi en termes de variété de
domaines et donc de types d’expertise a couvrir. Plus spécifiquement, il est recommandé
que 'UE :

» Prévoie des dispositifs et des outils afin d’assurer, dans les directions générales de
Ia Commission et les Délégations de IPUE, le partage de savoir sur P'appui au
DSP.

= FElabore et applique une politique spécifique en matiére de ressources
humaines, pour que les Délégations disposent de suffisamment de personnel ayant les
connaissances techniques requises.

* S’inspire de et utilise Pexpertise des partenaires, notamment des autres
donateurs et pays partenaires, lorsque ceux-ci ont un avantage clair en termes de
compétences techniques.

L’UE devrait par ailleurs faciliter 1a collaboration avec des organisations du secteur
privé et adapter les instruments d’appui afin de rendre possible leur participation en
tant que partenaires de mise en ceuvre. Cela impliquerait également de simplifier les
regles et les procédures pour interagir avec les entreprises.

Sur I’appui aux pays a revenu intermédiaire et sur les problématiques
transversales

L’appui aux pays a revenus intermédiaires devrait étre revisité, afin de ’adapter aux

défis propres a ses pays. L'UE devrait envisager d’élaborer des lignes directrices
spécifiques pour ses Délégations dans ces pays, en vue d’exploiter davantage les
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opportunités particulieres rencontrées par le secteur privé, mais également de continuer a
cibler les difficultés spécifiques, notamment en termes de réduction de la pauvreté.

L’impact en termes d’emploi devrait étre pris en considération a chaque étape du
cycle de vie du projet. I’UE devrait s’assurer que les effets de appui au DSP en termes
d’emploi et de besoins en matiére d’emploi résultant d’accords commerciaux et des
changements du contexte international soient pris en considération dans I'identification et
la conception des projets. En particulier, les valeurs cibles en maticre d’emploi devraient
étre concues a l'aide d’indicateurs vérifiables avec des valeurs de référence, afin de
permettre un suivi des évolutions dans le long terme.

Enfin, il faut améliorer la communication au sujet de la stratégie de PUE en mati¢re
d’appui au DSP. IUE devrait améliorer sa communication sur le role qu’elle entend jouer
en termes d’appui au DSP et sur les instruments disponibles pour cet appui. Cette
communication devrait cibler les représentants de 'UE et les parties prenantes au sens
large.
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Resumen ejecutivo

Tema y objetivos

La presente evaluaciéon ha sido encargada por la Unidad de Evaluaciéon en el Directorado-
General (DG) Desarrollo y Cooperaciéon (DEVCO) en nombre de la Comisiéon Europea (a
partir de aqui la Comision). Realiza un analisis del apoyo de la Unién Europea (UE) al
desarrollo del sector privado (DSP). Abarca todo el apoyo ofrecido durante el periodo
2004-2010 en todas las regiones donde se suministr6 el apoyo de la Comisién, salvo los
paises de la OCDE vy las regiones y los paises en fase de preadhesion, asi como cualquier
apoyo ofrecido por la oficina de ayuda humanitaria de la comisién, ECHO. En total,
hablamos de 2,4 mil millones de euros en fondos contraidos directamente por la Comision
a lo largo del periodo cubierto.

Esta evaluacion pretende proporcionar una valoracién global independiente de la
cooperacion pasada y actual de la UE para el DSP e identificar lecciones claves con
vistas a mejorar sus estrategias y programas actuales y futuros. Cubre los cinco criterios de
evaluacion de la OCDE/CAD, asi como el valor afiadido de la UE y las "tres C".”

Metodologia

Para la evaluacion, se ha empleado una metodologia rigurosa con vistas a alcanzar
conclusiones y recomendaciones ttiles basadas en un analisis exhaustivo.

Se ha disenado un enfoque de cuatro fases: fase de estructuracion, fase de
documentacion, fase de campo y fase de sintesis. La primera fase se dedico a proporcionar
el inventario y la tipologia de los fondos de la Comisiéon en el ambito del DSP, una vista
general del contexto en que tuvo lugar, una descripcion del enfoque general de la Comision
con respecto del apoyo al DSP, y la definicion de una serie de 10 Preguntas de Evaluacion
a las que la evaluacion debia responder sobre la base de unos criterios de juicio e
indicadores preestablecidos. Sobre esta base, se realizé una recopilacién de datos tanto
mediante un trabajo de documentacién como de campo. La evaluacién se estructur6 en
torno a los estudios de casos concretos de diez paises: Argelia, Jamaica, Jordania, Kenia,
Marruecos, Nicaragua, Sudafrica, Ucrania, Vietnam y Zambia. Se realizaron visitas a todos
estos excepto a Zambia. Para la evaluacion, se utiliz6 una combinacién de herramientas
y técnicas de recopilacion de datos que inclufan el analisis de una gran cantidad de
documentos, asi como entrevistas a alrededor de 200 interlocutores; entre ellos
representantes de la Comisién, instituciones homologas, la sociedad civil, autoridades
nacionales, empresas privadas y sus 6rganos de representacién, y otros actores en este
ambito. Otros datos se recopilaron a través de: una encuesta a una selecciéon de
Delegaciones de la UE (con 54 respuestas de 82 invitaciones), una revision sistematica de
40 documentos estratégicos nacionales (DEN) y documentos estratégicos regionales (DER)
y un metaanalisis de 15 informes de evaluacion estratégicos. En el Anexo 9 del presente
informe ofrecemos una descripcion exhaustiva de la metodologia de evaluacion.

3 En el presente documento, las "tres C" hacen referencia a coordinacién, complementariedad y coherencia, de acuerdo
con los Términos de Referencia de la evaluacion, p.15.
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Conclusiones

Sobre cuestiones generales de estrategia y aplicacion

A lo largo del periodo 2004-2010, la UE financié un numero considerable de
subvenciones para el DSP en un amplio abanico de actividades. Este convirti6 a la
UE en un importante actor en el DSP en términos financieros y tematicos; y puso
el DSP en un importante ambito de sus ayudas, si bien que a nivel general no era
un hecho reconocido. La Comisiéon contrajo en nombre de la UE 2,4 mil millones de
euros en subvenciones directas al DSP, una cantidad muy favorable comparado con otros
bien reconocidos donantes al DSP, como Francia (1,3 mil millones de euros), Suecia (0,9
mil millones de euros) o Dinamarca (0,9 mil millones de euros), todos estos miembros del
Comité de Donantes para el Desarrollo Empresarial. Ademas, si bien el DSP no fue en
absoluto el mayor sector de apoyo de la UE a terceros paises a lo largo del periodo de
evaluacion, su contribucion al DSP si fue comparable a otros ambitos de apoyo bien

establecidos, como la educacién (1,9 mil millones de euros de ayuda directa entre 2000 y
2007) o la salud (4,1 mil millones de euros de ayuda directa entre 2002 y 2010).

La UE ofreci6 diferentes tipos de valor afiadido vinculados a su papel de socio de
desarrollo en general y mostr6 algunos ambitos potenciales de valor afiadido
vinculados directamente a su apoyo al DSP pero no siempre aplicado a sus
intervenciones. El valor afiadido de la UE como socio de desarrollo fue el peso financiero
de su contribucion, su presencia continua, el hecho de que se percibiera como menos sujeta
a intereses econoémicos o politicos especificos, y el énfasis en la reducciéon de la pobreza,
mientras que otros actores adoptaron una perspectiva de cooperacion econémica. El valor
afladido potencial en ambitos especificos del DSP fue su capacidad de ofrecer recursos en
forma de subvenciones para el DSP a través de facilidades de inversion y blending
(combinacién de subvenciones y préstamos), su capacidad de vincular el DSP con
cuestiones de liberalizacién comercial y la transferencia de buenas practicas vy
conocimientos de la UE.

La UE se posicion6 como 'generalista" en materia de apoyo al DSP, capaz de
financiar casi todo tipo de actividades, lo que le permitié6 ser receptiva a las
necesidades de cada pais en un contexto de creacion de asociaciones con los paises
beneficiarios. Los actores, tanto de las instituciones de la UE como del exterior, se
encontraban algo confundidos y desconocian esta postura generalista. El enfoque
del DSP de la UE se encuentra establecido en tres documentos claves: la COM(2003) 267
de la Comisién, la Directiva publicada en 2003 y su revision de 2010. Estos documentos
ofrecen una amplia lista de actividades elegibles con vistas a responder al diverso abanico
de necesidades nacionales. La UE ha mantenido conscientemente esta casi "exhaustiva"
cartera de actividades sin definir un ambito o papel especifico en términos de apoyo al DSP
sobre el que hubiera deseado centrarse. Este hecho le ha permitido responder a diversas
necesidades nacionales y adaptarse a las prioridades de los gobiernos socios en diferentes
ambitos, incrementando asi la capacidad de la UE de establecer asociaciones. Sin embargo,
el enfoque generalista también tuvo un impacto negativo en la claridad del papel de la UE
como proveedor de apoyo al DSP entre los actores, tanto de la UE como del exterior.
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La UE ha desarrollado una serie de instrumentos para su apoyo al DSP que le
permiten abordar de forma exhaustiva las diversas necesidades del DSP en las
diferentes regiones, en linea con el enfoque generalista arriba mencionado. No
obstante, los diferentes mecanismos mostraban varios puntos débiles en materia de
complementariedad y sinergia. La estructura de ayuda de la UE para el apoyo al DSP
combinaba la ayuda bilateral con programas de DSP regionales e facilidades de inversion
regionales. Ello permitié que la UE pudiera garantizar una amplia cobertura geografica y
tematica y responder a una gran diversidad de necesidades nacionales. No obstante, la
coordinacion entre los programas bilaterales, los programas regionales y las facilidades de
inversion fue escasa, y los actores se mostraron algo confundidos sobre los instrumentos
disponibles para el apoyo al DSP.

La UE no exploté por completo su potencial en materia de conocimientos
especializados y experiencia sobre el DSP, que no eran proporcionales al peso
financiero de su apoyo al DSP. A pesar de que con la creacion de una unidad tematica en
DEVCO la UE realizé6 varios progresos interesantes en materia de conocimientos
especializados internos en torno al DSP, en general, no usé al maximo el potencial de
intercambio de conocimientos existente en las diferentes Delegaciones de la UE vy las
diferentes Direcciones Generales de la Comision Europea implicadas en la construcciéon y
ampliaciéon del mercado interno. A nivel nacional, no existia una verdadera politica de
recursos humanos orientada al uso de los conocimientos especializados apropiados sobre el
DSP, y los programas de formacién sobre el DSP — disponibles desde 2009 — no solian ser
viables para el personal de las Delegaciones de la UE, dada la escasez de tiempo y recursos
disponibles, ni existia una verdadera capitalizacion de conocimientos entre las Delegaciones
activas en el ambito del DSP. El reto en términos de conocimientos especializados para el
disefio y la gestiéon del apoyo de la UE al DSP seguia siendo importante, especialmente

teniendo en cuenta la elecciéon de la UE de adoptar un enfoque "exhaustivo" del apoyo al
DSP.

Sobre cuestiones de estratégia especificas de los paises

El apoyo de la UE al DSP estuvo mas dirigido — en general con razén — por
consideraciones relativas a la colaboraciéon general con los paises que por
cuestiones técnicas en materia de DSP. Por su naturaleza, el apoyo de la UE al DSP
siempre tuvo lugar en un contexto mas amplio de cooperaciéon general de la UE con un
pafs o una regién especifico/a. La evaluacién confirma que la UE se asegurd de que estas
consideraciones mas amplias se encontraran en el centro de su apoyo e incluso
determinaran la naturaleza de su apoyo al DSP, en lugar de tener un enfoque puramente
técnico. Del mismo modo, la UE generalmente adaptaba su apoyo a las prioridades
de los paises beneficiarios, pero también se reservaba el derecho, bien fundado, de
no hacerlo en caso de inconveniente, por ejemplo, en caso de que no existiera una
estrategia real a la que adaptar su apoyo o si la UE no estaba de acuerdo con la politica del
Gobierno.
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El apoyo de la UE al DSP respondia a las necesidades pero generalmente no
formaba parte de una estrategia orientada a maximizar el impacto de la UE a través
de una priorizacién, de une focalizacién en su valor afiadido o de sinergias con
otros actores y actividades. Las necesidades en los paises de intervencion suelen ser muy
amplias, por lo que el apoyo era relevante en el sentido de que respondia a necesidades
observables. Sin embargo, no siempre contribufa a una estrategia que identificase
necesidades prioritarias claras ni siempre pretendia tener un orden adecuado para
abordarlas. Por otro lado, el apoyo raramente estaba orientado a generar un valor afiadido
de la UE especifico, y cuando se realizaban actividades de coordinacién, consistian
principalmente en el intercambio de informacién, pero no en crear sinergias para
maximizar el impacto. Asimismo, la evaluacién concluyé que, incluso habiendo un amplio
consenso sobre la importancia del DSP para la creaciéon de empleo, los vinculos entre el
apoyo de la UE al DSP y la generacion de empleo seguian muy distantes y que la
UE no utilizaba realmente su apoyo al DSP como una oportunidad para fomentar
cuestiones transversales y promocionar la Agenda por un Trabajo Decente.

Sobre los resultados

La UE consagrd esfuerzos significativos a la supervision y evaluaciéon de su apoyo
al DSP, pero seguia siendo dificil hacerse una idea clara e integra de los resultados,
especialmente porque subsistian ciertos puntos débiles en materia de supervision y
evaluacion, por ejemplo la falta de datos de base o una definicién clara de los resultados
esperados. No obstante, sobre la base de la informacion recopilada, la evaluacién concluye
que la UE habia logrado resultados a nivel macro y meso (marcos institucionales y
regulatorios, acceso a financiaciéon y algunos elementos de apoyo a la
competitividad empresarial) mas que a nivel micro (apoyo a microempresas y
apoyo no financiero a las PYMES). Del mismo modo, la UE habia realizado
contribuciones tutiles al desarrollo del sector privado en paises de ingresos medios,
especialmente a través del dialogo de politicas, un sélido ajuste y la claridad del papel de la
UE en el DSP, centrado en la integracion a la economia mundial.

Sin embargo, como indicamos arriba, los resultados eran desiguales y no contaban con un
diagnéstico inicial. El enfoque global de la UE sobre el suministro de ayuda al
sector privado a través del sector publico conllevo pérdidas de oportunidades de
seleccionar los mejores organismos de ejecucion. Sus normas y procedimientos
estandar también carecian de flexibilidad y agilidad para ajustarse a los actores y
las dinamicas del sector privado.
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Recomendaciones

Sobre el papel y el enfoque general de la UE respecto del DSP

La UE deberia mantenerse y ser explicita en su enfoque generalista de
proporcionar una amplia gama de tipos de apoyo al DSP. De hecho, la UE es un
socio clave en los paises en los que interviene. Con vistas a adaptarse a las estrategias
nacionales de sus paises socios y ser capaz de responder a sus necesidades, es importante
que la UE mantenga un amplio abanico de actividades de DSP elegibles. Con vistas a evitar
que los actores y el personal de la UE tengan una idea confusa del papel de la UE con
respecto del apoyo al DSP, es importante que la UE comunique claramente este enfoque
generalista y de asociacion.

Del mismo modo, la UE deberia seguir garantizando que su apoyo al DSP se
integre en un contexto amplio y no técnico de cooperacién con un pais, y seguir
reservandose la opcion de rechazar su alineamiento o no intervenir cuando no se
den las condiciones propicias. Esta recomendacién sugiere basicamente que la UE
mantenga un enfoque de alineamiento pero que también dé prioridad a la cooperacién muy
por encima de a un enfoque simplemente técnico.

Sobre la contribuciéon a un impacto de desarrollo maximizado

La UE deberia garantizar que se cumplan las condiciones para maximizar el
impacto del apoyo al DSP. De hecho, ademas de adoptar un enfoque generalista en
torno al DSP en general y de ir mas alla de una cooperacién meramente técnica, la UE
deberfa garantizar que al ofrecer apoyo al DSP en un pais especifico, este apoyo se
proporcione con vistas a contribuir a un maximo impacto. Ello implica mas
especificamente:

* Proporcionar mecanismos para garantizar que la UE o sus socios nacionales o
Internacionales hayan llevado a cabo un analisis técnico y las consultas
necesarias antes de proporcionar apoyo a intervenciones de DSP especificas.

* Asegurarse de que a nivel nacional, el apoyo forma parte de un enfoque estratégico, es
decir, que sea prioritario, esté bien orientado, esté basado en el valor afiadido de la UE
y maximice las sinergias con otros actores.

* Promover y facilitar la coordinacion entre los mecanismos de apoyo al DSP de Ia
UE.

*  Garantizar que los resultados esperados estin bien definidos y perseguidos, se
han establecido lineas de base, y se han llevado a cabo evaluaciones, también
para cuestiones transversales y la Agenda por un Trabajo Decente.

Sobre conocimientos especializados de aplicaciéon

Cuando proporcione apoyo al DSP, la UE deberia asegurarse de que emplea en la
mayor medida posible los conocimientos especializados disponibles internamente,
pero también cualesquier conocimientos especializados externos posibles. De
hecho, es fundamental, no sélo porque la evaluacion destaca varios puntos débiles en
materia de conocimientos especializados, sino también porque se recomienda que la UE
mantenga su enfoque generalista, exigente en términos de ambitos de especializacién a
cubrir. Mas especificamente a este respecto, se recomienda que la UE:

Final Report March 2013 Executive summary / Page XVII



EVALUACION DEL APOYO DE LA UNION EUROPEA AL DESARROLLO DEL SECTOR PRIVADO EN TERCEROS PAISES

ADE - EGEVALII

* Proporcione mecanismos y herramientas para garantizar el intercambio de los
conocimientos existentes sobre el apoyo al DSP en las Direcciones Generales de
Ia Comision Europea y las Delegaciones de Ia UE.

* Conciba y aplique una politica de recursos humanos especifica para garantizar
que las Delegaciones tienen suficiente personal con los conocimientos técnicos
requeridos.

"  Se base y utilice los conocimientos especializados de los socios, incluidos otros
donantes y paises socios, en ambitos en los que tengan una ventaja comparativa clara
en términos de capacidades técnicas necesarias.

Asimismo, la UE deberia facilitar la colaboracion con organizaciones del sector
privado y adaptar instrumentos de apoyo para aumentar la implicacion del sector
privado como organismos de ejecucion. Ello también implicaria simplificar las normas y
los procedimientos de trato con las empresas.

Sobre el apoyo en los paises de ingresos medios y cuestiones
transversales

El apoyo a los paises de ingresos medios deberia ser objeto de una revision con
vistas a adaptarlo a los retos especificos a estos paises. La UE deberia considerar el
desarrollo de unas directrices especificas para sus Delegaciones en estos paises con vistas a
aprovechar mejor las oportunidades especificas que tiene el sector privado, pero también
para seguir centrada en retos especificos, especialmente en materia de reducciéon de la
pobreza.

El impacto del empleo deberia considerarse en todos los estadios del ciclo de vida
del proyecto. L.a UE deberia garantizar que los efectos del apoyo al DSP en el empleo y las
necesidades de empleo que deriven de los acuerdos comerciales y los cambios en el entorno
internacional, se incluyan en el establecimiento y el disefio del proyecto. Especificamente,
los valores meta relacionados con el empleo, en su caso, deberfan estar constituidos a partir
de puntos de referencia e indicadores verificables para permitir una supervision de las
evoluciones del empleo a lo largo del tiempo.

Por altimo, mejorar la comunicacion sobre la estrategia de la UE con respecto del
apoyo al DSP. La UE deberfa mejorar su comunicaciéon sobre el papel que desea
desempefiar en materia de apoyo al DSP y sobre los instrumentos disponibles a tal fin. Esta
comunicacioén deberia centrarse en los representantes de la UE y otros actores en general.
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1. Introduction

This document is the Final Report of the Evaluation by the European Commission
(hereafter referred to as “the Commission”) of the European Union’s support to Private
Sector Development (PSD) in Third Countries."

This Evaluation was commissioned by the Evaluation Unit for European Commission
Directorate General Development and Cooperation (hereafter referred to as the Evaluation
Unit).

1.1 Overall objectives, mandate and scope

The subject of this evaluation is the European Union’s (EU) support to private sector
development (PSD). The EU’s PSD policies and approaches are laid down in the
Commission’s Communication COM (2003) 267’ and in subsequent documents relating to
private sector and business sector development such as the Guidelines for Commission Support
to Private Sector Development (February 2003, revised 2005), the Guidelines for Commission support
to microfinance (2008) and the Trade and Private Sector Policy and Development Support programmes
financed by EU external assistance — Tools and Methods Series — Reference Document No. 10
(November 2010), designed as tools for staff responsible for preparing and implementing
PSD projects and programmes.

It should be noted that despite the interrelation of trade-related assistance and private
sector support, trade issues have not been covered in the present evaluation. A separate
evaluation on trade-related assistance is being conducted”.

The two main objectives of this evaluation were:

" to provide the relevant external co-operation Services of the Commission and the
wider public with an overall independent assessment of the Commission’s past and
current support to private sector development in third countries; and

" to identify key lessons with the aim of improving the current and future strategies and
programmes of the Commission.

The geographical scope for this evaluation covered all third countries in which EU
cooperation is implemented, with the exception of pre-accession countries, over the period
2004-2010.

In terms of temporal scope the evaluation covered the period 2004-2010.

4 The evaluation scope includes European Union support provided via the geographical and thematic instruments
listed under section 1.1. below (namely, the EDF, the ENPI, the DCI, MEDA I and II, TACIS, ALA). The
evaluation does not cover EU Member State bilateral assistance.

5 Communication from the Commission to the Council and the European Patrliament. European Community
Cooperation with Third Countries: The Commission's approach to future support for the development of the Business sector.
(19.5.2003), 2003.

¢ This evaluation will also benefit from cross-fertilisation with the following ongoing evaluations: the “Evaluation of the
Centre for the Development of Enterprise”, the “Bvalnation of the EU-ACP Microfinance Programme”, and the ‘“Evaluation of
Commission Trade-Related Assistance” as well as the previous evaluation of the European Community’s support to private
sector development in third countries over the period 1994-2003, which was published in December 2005,

http://ec.curopa.cu/europeaid /how/evaluation/evaluation reports/reports/2005/951656 voll en.pdf .
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The funds covered in this evaluation included those from (i) geographical instruments and
programmes, i.e. the European Development Fund (EDF), the European Neighbourhood
and Partnership Instrument (ENPI)’, the Development Cooperation Instrument (DCI)®,
MEDA T and II (prior to 2007), TACIS (prior to 2007), ALA (prior to 2007); and
(if) thematic programmes under the DCI and other relevant thematic budget lines or
instruments, as identified in the inventory. The Commission’s budget support (GBS and
SBS) programmes from 2004 to 2010 with references to PSD have also been included.

1.2 Key stages of the evaluation

The overall evaluation was structured in four main phases as summarised in the figure
below.

The figure presents the activities undertaken in the different phases; the Reference Group
(RG) meetings and the dissemination seminar (DS) held; and the various deliverables
(draft and final versions) produced at the different stages. Each phase started on approval
of the deliverable of the previous phase.

Figure 1.1 — Evaluation process

Desk Phase Svnthesi
- g ynthesis . L
Structuring Deskstudy stags Field Phase Phase Dissemination
stage
RG RG RG RG RG e
Tasks

* Inventory and - Strategy-levelstudy  « Surveyto * Answers to « Seminar

typology. . *Country & EUDs Evaluation « Working groups
* InterventionLogic  Intervention-level « 9 country visits QUGSt'OT.‘S
* Evaluation study « Interviews at * Conclusions &

Questions « Interviews BXL EIB recommendations

+ Judgment Criteria, + CSP/RSP review

In.dicators * Meta-analysis
: r':r:gter{éudrl:o « Determination of
9y preliminary findings
Deliverables
* (Draft)Inception < (Draft)Desk Report * Field Phase * (Draft)Final * Seminar
Report Presentation Report Presentation

RG: Reference Group meeting in Brussels; S: Seminarin Brussels

And the previous geographical cooperation programmes for the Mediterranean region (MEDA) and Eastern Europe
and Central Asia (TACIS) which ended in 2007 and were replaced by the ENPI.

Which since 1 January 2007 replaces a wide range of geographic and thematic instruments and covers three
components: 1) Geographic programmes, 2) Thematic programmes in the following fields: Investing in people;
Environment and sustainable management of natural resources including energy; Non-state actors and local
authorities in development; Food security; migration and asylum; 3) Programme of accompanying measures for the
18 ACP Sugar Protocol counttries, in order to help them adjust following the reform of the EU sugar regime.
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1.3 Structure of the Final Report

This final report is structured as follows:

* Chapter 1: Introduction: a brief overview of the evaluation objectives, mandate,
scope and stages.

* Chapter 2: Background and context of the evaluation: presenting the preliminary
work conducted within the framework of the evaluation which sets out the context of
the EU’s support to private sector development.

* Chapter 3: Summary Answers to the Evaluation Questions: this chapter presents,
for each of the 10 Evaluation Questions, summary boxes synthesising the evaluation
team’s answer. The full answers, including findings at the level of judgement criteria
and indicators, are presented in the Appendix to this report.’

* Chapter 4: Conclusions of the evaluation; and

* Chapter 5: Recommendations of the evaluation.
In addition, the report also includes:

* An Appendix: a detailed presentation of the full answers to the evaluation
questions, including the answer summary boxes presented in Chapter 3 as well as the
detailed findings supporting each answer.

* Annexes 1-10 in separate volumes, including:

- Annex 1: Terms of Reference

- Annex 2: Inventory

- Annex 3: Intervention Fiches and data collection grids

- Annex 4: Data collection grid for Meta-analysis of evaluations
- Annex 5: Results of CSP-RSP review

- Annex 6: Results of EU Delegation Survey

- Annex 7: Compilation of field mission debriefings

- Annex & List of persons met

- Annex 9: Methodology
- Annex 10: Bibliography.

Full details of the evaluation methodology are presented in Annex 9.
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2. Background and context of the
evaluation

2.1 Defining private sector development

Private sector development (PSD) encompasses a multitude of activities and
crosses over a broad range of economic sectors. Indeed, as noted by the World Bank in

its PSD strategy (2002), the private sector is as much a means to an end as it is a sector in
and of itself. "

Consequently it is extremely hard to pinpoint a single theoretical definition of PSD.
Instead, the Guidelines for European Commission support to PSD (2003) present an
operational definition by listing the key elements found in private sector support
project and programmes, each of which are included within the scope of this
evaluation. These elements include: support for MSMEs; support for private sector
representative organisations; fostering partnerships and knowledge/technology transfer
between enterprises to improve enterprise competitiveness; improvement of labour skills;
increasing investment flows; supporting institutional and regulatory reform and legal/tax
frameworks, to enhance the business environment; support for access to finance for
enterprises and the fostering of a reliable banking system; aid for restructuring and
privatisation of firms.

2.2 The EU policy context

The consensus on the importance of private sector development in development
programming is reflected in the key texts and recommendations from international
conferences in the field of private sector development that were published over the
decade prior to the evaluation period, e.g.:

* The DAC guidelines on the role of development cooperation in private sector
development (1995);

* ‘Private Sector Development Strategy — Directions for the World Bank Group’, World
Bank (2002);

* The UN Conference on Development Finance (Monterrey, 2002);
* The UN Conference on Sustainable Development (Johannesburg, 2002).

In line with the recommendations therein, the Commission published in 2003 a
defining document for its approach to PSD over the evaluation period, namely, the
communication to the Council and the European Parliament COM (2003) 267 “European
Community Co-operation with Third Countries: The Commission’s approach to future
support for the development of the Business sector”; hereinafter COM (2003) 267. This
document identified five key areas of Commission intervention:

10 World Bank, Private Sector Development Strategy — Directions for the World Bank Gronp, 2002, p.4.

1 European Commission, Guidelines for Eunropean Commission Support to Private Sector Development 2003, p.11.
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(i) Support to governments to improve the necessary regulatory framework, and
institution building related to PSD;

(i) Investment and inter-enterprise co-operation promotion activities;

(iii) Facilitation of investment financing and access to financial markets, in general;

(iv) Support for small and medium-sized enterprises (SMEs) in the form of non-
financial services;

(v) Support for micro-enterprises.

In addition to Commission COM(2003) 267, three further documents acted as tools
for Commission staff implementing PSD projects and programmes over the
evaluation period, including:

* The Guidelines for European Commission Support to Private Sector Development
(2003), hereinafter, the Guidelines (2003);
* The Guidelines for Commission support to microfinance (2008);

" Reference Document No. 10: Trade and Private Sector Policy and Development
(2010)."

2.3 Evolution of EU Budget Lines

Finally, it should be noted that the budget lines available for EU support to PSD in
third countries changed significantly over the evaluation period 2004-2010.

2004 — December 2006:
* MEDA II: covering the southern Mediterranean counttries;

* TACIS: covering the Commonwealth of Independent States of Eastern Europe and
Central Asia

* ALA: covering Asia and Latin America;
* EDF 9": covering African, Caribbean and Pacific countries.'*

January 2007 — December 2010:

* EDF 10: covering African, Caribbean and Pacific countries;

12° The Trade and Private Sector Policy and Development Reference Document replaced the PSD Guidelines (2003) as
well as the Commission Guidelines on Trade Related Assistance (2003). This document was published in November
2010 and is not therefore considered as a guiding document for Commission activity during the evaluation period.
Nevertheless, the process of revising the PSD Guidelines (2003) and the subsequent drafting of the 2010 document
(which took place over 2009/2010) are worth bearing in mind regarding the context of EU suppott during the 2004-
2010 period.

13 The EDF 9/10 has been included under this heading despite the fact that it is not a Commission Budget Line, on the
basis that Commission interventions in ACP are funded by the EDF.

14 In addition, during this period the countries of the Western Balkans were eligible for support from the CARDS
instrument. However, since this region falls under the mandate of DG ENLARG, it is outside the geographical scope
of this evaluation.
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* ENPI (European Neighbourhood Policy Instrument): covering some former MEDA
IT and TACIS eligible counttries;

* DCI (the Development Cooperation Instrument): covering Latin America, Asia and
Central Asia, the Gulf Region and South Africa.

For the purposes of this evaluation, programming under each of the four budget
lines listed above, plus EDF 9/10, has been included within the inventory scope. In
addition, remaining disbursements from MEDA I, which were made during the evaluation
period, have also been included in the inventory.

2.4 Overview of EU PSD interventions over 2004-2010

The evaluation inception phase included the elaboration of an inventory of interventions in
support to private sector development (PSD)" in all third countries except for pre-
accession ones over the period 2004-2010. The dataset, drawn from a CRIS extraction
dated June 2011, lists the Commission’s financial contributions to PSD both from the
General Commission Budget and from the European Development Fund (EDF).

This section presents a brief overview of the inventory, including the breakdown of
contributions by theme and geographical distribution. The full inventory is presented in
detail in Annex 2.

The inventory is made up of two components:

* direct support to PSD, through individual interventions, centralised and intra-ACP
operations'® and Sector Budget Support, and

* indirect support to PSD, through General Budget Supports with references to PSD in
their indicators for the release of variable tranches.

15 Excluding interventions aimed at supporting trade mainly or exclusively.

16 Centralised and intra-ACP operations include the following: the Private Sector Enabling Environment Facility
(BizClim), FEMISE research network, the Asia- Europe Business Forum (AEBF), the Centre for the Development of
Enterprise (CDE), PROINVEST, the EU/ACP Microfinance Programme, and Commission investment facilities: the
facility for Euro-Mediterranean Investment and Partnership (FEMIP), the Neighbourhood Investment Facility (NIF),
and the Latin American Investment Facility (LAIF). It should be noted that the EIB-managed Investment facility for
ACP countries (ACP EIB IF) has not been included in the inventory as, it has been considered as out of scope by the
ToRs of the present evaluation. Whilst it is funded by the EDF, funds have been directly transferred from EU
member states and not channelled through the Commission. Over the period 2003-2009, €3.5bn were contracted
through the ACP EIB IF under the EDF (source: ADE (for the European Commission), Mid-term Evaluation of the
Investment Facility and EIB own resonrces operations in ACP countries and the OCTs, September 2010, p.3). Its
complementarity with the Commission’s support to PSD is analysed in the evaluation.
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The global overview of both direct and indirect support is presented in the figure below:

Figure 2.1 — Global overview of Commission financial contribution to PSD

(1) GBS can not be considered as direct support to PSD because, as per the nature of the instrument, the share of the total GBS amounts

(2) The ACP Investment Facility is considered as an “additional” programme since it is managed by the EIB not the EC, despite being financed by

Type of support Type of intervention Total contracted 2004-2010

PSD related

“Direct” interventions

support

Sector Budget
Support

80 General
Budget Support
“Indirect” contracts, with
support reference to
PSD indicators
(1)
: o ] ! ACP Investment | AT} S~
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transferred to the Partner State’s treasury that effectively supported private sector development can not be identified. Whilst the total contracted
under those 80 GBSs represents €1bn, it is important to bear in mind that the €1bn have not fully supported PSD.

the European Development Fund

Figure 2.1. shows that between 2004 and 2010:

direct support to PSD totalled €2.4bn, of which €2bn contracted under direct
interventions and €0.4bn contracted under Sector Budget Support. Within this total
figure, €327m worth of interventions had a strong PSD component as well as a Trade
component. As these trade-related interventions also had a strong PSD component,
they have been included in the PSD inventory; and

€1bn was contracted under General Budget Supports with references to PSD in
their indicators for the release of variable tranches. This support has been
considered as /ndirect by the evaluation team because as per the nature of the
insttument, the share of the total GBS amounts transferred to the Partner State’s
treasury that effectively supported private sector development cannot be identified. It

is therefore important to bear in mind that the €1bn has only indirectly and partly
supported PSD; and

€3.5bn has been contracted via the ACP Investment Facility. Whilst the Facility is
funded from the EDF, it is managed by the EIB not the Commission. It is therefore
not part of the scope of this evaluation, and has not been included in the inventory of
activities. Nevertheless, given that the Facility is geared towards fostering private sector
investment in ACP countries, it is worth noting the contribution made by the
Commission during the evaluation period.
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The thematic distribution of the Commission’s direct support to PSD is represented in
the figure below.

Figure 2.2 — Distribution by area of intervention of total Commission direct
support to PSD

Total Support for micro-enterprises
contracted €48m (2%)

Capacity-building
intermediary organisations
€121m (5%)

€2.4bn

Facilitation of investment
and access to finance —
€559m (23%)

Improving enterprise
management
€159m (7%)

Institutional & Regulatory
reforms
€196m (8%)

Non-financial support for
SMEs

Multi (SBS) €429m (18%)

€476m (20%)

~——— Investment & inter-enterprise
cooperation
€452m (19%)

Source: CRIS, ADE analysis

Figure 2.2. shows that just under 80% (€1.92bn) of the contracted total direct support for
PSD was focused on the four largest intervention areas: facilitation of investment and access to
finance (comprising almost one quarter of total direct support) ; SBS contracts ; investment &

inter-enterprise cooperation ; and non-financial support for SMEs. The remaining 20% (€524bn) was
divided among the remaining four intervention areas.

The total amount paid was €1.9bn, yielding a 79% disbursement rate. It should however be

noted that the inventory of PSD intervention includes ongoing projects and programmes,
making a disbursement rate of 100% impossible.
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The geographical distribution'” of total EU support to PSD between 2004 and 2010 is
presented in the figure below:

Figure 2.3 — Geographical distribution of total direct EU support to PSD
(contracted, in €m) between 2004-2010

Total
contracted
€2.4bn

ENPI

ACP €369:15%

European
Neighbourhood
Region & Russia

MEDA
€691:28%

Asia

/
Latin \

TACIS €149:6%
America Multiregion: €52m, 2%

Source: CRIS, ADE analysis 1

The figure shows that:

* half of the Commission’s support to PSD worldwide was contracted in the zone
“European Neighbourhood and Russia”, of which 28% €691m) via MEDA, 15%
(€369m) via ENPI and 6% (€149m) via TACIS;

* The ACP region received a third of total Commission support to PSD €803m).
* Latin America accounted for 9% of the total support, (€227m); and

" €152m were contracted in Asia, representing 6% of total Commission support to PSD
worldwide; and

* The “Multi-region” zone (i.e. interventions which neither benefited a single country
or single region, including interventions classified as “all countries” in CRIS)
represented 2% of total contracted support worldwide (€52m).

17" Based on the encoding in CRIS, the Commission database.
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3. Summary answers to the evaluation
questions

This chapter presents the Evaluation Questions and their summary answers:

»  Section 3.1. presents the Evaluation Questions (EQs). Each EQ includes a set of
Judgement Criteria and their respective indicators. The Judgement Criteria and
Indicators are presented in full detail in Annex 3. The link between the EQs and the
Commission’s intervention logic, as well as the EQ coverage of the evaluation criteria
are outlined in Annex 9.

" Section 3.2. presents the summary answers to the EQs. Each answer includes a
statement of the EQ, the rationale behind it and a summary box outlining the answer
to the question. The findings and analysis at the level of Judgement Criteria, as well as
the facts on which these are based, are provided in the Appendix to this report.

3.1 The Evaluation Questions

The full set of EQs aims at addressing the key issues with respect to the Commission’s
support to PSD and its implementation and results. Table 3.1 overleaf lists the set of
questions, which are further detailed hereafter.
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Table 3 1 - Overview of the Evaluation Questions

Evolution of | To what extent did the Commission’s PSD strategy and programming
Commission take into account the recommendations of the 2005 evaluation and the
policies & | evolution of the overall private sector environment?

programming

Strategic To what extent was EU support to PSD in partner countries part of a
approach strategic approach geared to the overall objectives of EU External

Policy, while aligning with the priorities of the country/region and
maximizing its VA, including in terms of synergies with other actors
and other types of EU support?

Instruments & | To what extent did the set of Commission mechanisms and aid
modalities modalities for supporting PSD strategies and the associated activities of
partner countries and regions result in the provision of timely
responses, at a reasonable cost, to the challenges faced by the private
sector in third countries, while fostering synergies between one other
and with comparable mechanisms offered by other actors?

Institutional & | To what extent did the Commission contribute to make the institutional

regulatory and regulatory framework more conducive to PSD?

framework

Access to | To what extent did the Commission contribute to improving access to
finance finance by enterprises?

Fostering To what extent did the Commission contribute to a better ability of
enterprises enterprises, in particular SMEs, to compete and to access technology

competitiveness | and new markets?

Investment To what extent did EU support contribute to increased cross-border
promotion investment in partner countries’ private sectors?

Employment To what extent has the EU PSD support contributed to facilitate the
generation of employment?

Commission What was the Commission’s added-value when providing support to
added-value PSD in third countries?

Means provided | To what extent were the Commission’s organisational set-up and
management practices fit to a successful implementation of its PSD
support?

The proposed set of Evaluation Questions allows to cover the main dimensions of the
Commission’s intended strategy in terms of supporting PSD in third countries, and the
different evaluation criteria defined by the evaluation terms of reference, while making sure
that the evaluation has a clear focus, through a precise and well defined questioning. Annex
9 shows the linkages between the EQs and the evaluation criteria tackled by this evaluation.
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3.2 Answers to the Evaluation Questions

EQ 1 on Evolution of Commission policies and programming

To what extent did the Commission’s PSD strategy and programming take into
account the recommendations of the 2005 evaluation and the evolution of the
overall private sector environment?

The 2005 Evalnation of the EU’s support to PSD made a number of recommendations based on the
conclusions of the report. This question aims at verifying the extent to which those recommendations that the
Commission endorsed were taken into account, a specific requirement of the TOR. More broadly it also
aims at examining the extent to which the Commission’s strategy and programming for PSD support have
evolved in the light of key trends in the PSD environment, such as the financial crisis, changing market
access regimes such as the AAs| EPAs, and the increased weight of the BRICS economies”.

EQ 1 on Evolution of Commission policies and programming

Initiatives were taken to take into account the recommendations of the 2005
evaluation but not entirely through a systematic and structured approach.
Recommendations have been taken into account with varying degrees of depth.
The Commission devoted attention to the national private sector environment, but
much less to international developments.

The Commission used the 2005 PSD Evaluation as one of the sources in the process
leading to the revision of its PSD Guidelines in 2010. But apart from the use of a Yiche
contradictoire’ to follow up the recommendations of evaluations and some other individual
initiatives, there was no specific and systematic approach to integrating and following up
the recommendations of the evaluation that had been endorsed by the Commission.
Commission representatives in charge of PSD were generally aware of the existence of the
evaluation, but less acquainted with its content.

The recommendations of the 2005 evaluation have been taken into account with varying
degrees of depth. Some were explicitly taken into account through the 2010 Guidelines.
Examples of recommendations that were rather well implemented include those relating to
the need to clarify the message conveyed by the strategy and, to a lesser extent, to prioritise
the various areas of intervention. On the other hand the recommendation to strive for a
unique and common vision on PSD support has not really given rise to improvement, and
the results in terms of sharing of experience appear to be rather poor.

In terms of awareness of the evolution of the private sector environment, it appears that at
Headquarters level the available literature on aid for PSD was used, but there has been no
systematic or structured reflection to ensure that changes in the private sector environment
such as the emergence of the BRICS were taken into account. Consideration of the
evolving international context and the new role of PSD in EU development policy was
however taken into account in the European Commission’s policy documentation
published shortly after the evaluation period, notably, the “Agenda for Change” (2011). At
country level the Commission took into account the specific characteristics of the private
sector environment at national level, but little reference was made to developments on the
international scene.

18 Association Agreements (AAs); Economic Partnership Agreements (EPAs); Brazil, Russia, India, China and South
Africa (BRICS).
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EQ 2 On Strategy

To what extent was EU support to PSD in partner countries part of a strategic
approach geared to the overall objectives of EU External Policy, while aligning with
the priorities of the country/region and maximizing its VA, including in terms of
synergies with other actors and other types of EU support?

This question aims at verifying the extent to which the EU support to PSD was part of a clear strategy.

This encompasses several elements: first, the question aims at checking to what extent the Commission’s
PSD activities aimed at contributing to the overall objectives of the EU External Policy: it also verifies
whether the support was, in the spirit of the Paris and Accra Declarations, aligned with the priorities of the
country or region in which it was provided. Having a clear strategy is also a matter of ensuring that the
effects of the contribution are maximised, notably by focussing on VA" and synergies with the activities of
other actors and by ensuring prioritisation of interventions. Finally, having a strategic approach involved
coverage of the appropriate cross-cutting issues.

EQ 2 on Strategy

The Commission’s PSD activities were geared to the overall objectives of EU
external policy and were generally aligned with national priorities; they were not,
however, part of a strategic approach in terms of maximising its VA and synergies
with support provided by other actors and in terms of a genuine hierarchy of

priorities.

The Commission’s activities were geared to the EU external policy objectives, with a
specific emphasis on ‘integration into the world economy’ and ‘sustainable social and
economic development’. Poverty reduction was targeted more in the ACP regions and less
in other regions, and only in a few exceptional cases was PSD linked to the promotion of
Peace and Security. Although in middle-income countries support was generally focused on
the first two objectives mentioned, in some of them poverty reduction was also targeted.
However there was rarely a clear articulation to show how Commission PSD support was
intended to contribute to pro-poor sustainable growth.

The Commission has issued different policies and guidelines to ensure that its PSD support
was part of a broader strategic approach. This includes guidance on needs assessment and
design, on the importance of embedding the support in wider country strategies, and on
alignment. However less is said on how to prioritise PSD support, both in the sense of
linking it to other types of support in a specific country or region, and in terms of how to
prioritise the different types of PSD support provided.

In line with its policies and guidance, the Commission endeavoured generally to align its
cooperation with the priorities of beneficiary countries. In a limited number of cases it did
not align itself or did so only partially. Indeed in some cases the Commission provided

19 In comparison with EQ 9, the issue in EQ 2 is rather one of verifying whether the Commission, when designing its
strategy, made efforts to maximise its VA, whereas EQ 9 aims at understanding, ex post, the kind of VA the
Commission offered when providing support to PSD.
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support to PSD although the country did not prioritise PSD in this respect. Centralised
operations were also not always aligned with country priorities. In some cases the
Commission decided against alignment because there was a lack of common vision with
the Government on the approach to be followed.

Generally the Commission’s potential value added for intervening in PSD was not what
drove its support, nor was the design really geared to possible synergies with other actors.
In a number of cases this was not a Commission responsibility as some donors were
strongly tied to national priorities. As for cooperation with the EIB, there were some
examples of good coordination and synergies, but they were rather the exception than the
rule.

The Commission’s PSD strategies fitted into its wider country or regional strategies and
priorities. Synergies with Commission activities for other sectors in the same country
remained limited. There were some good examples of synergies with the Commission
Trade Related Assistance, notably in MEDA countries, but there were also examples were
synergies remained weak even with this type of support. Within this context, even if there
were examples where the Commission deployed specific approaches to prioritising its PSD
support, these were rather the exception and support had a tendency to be scattered.

Finally, cross-cutting issues were generally at best included as a formality. Gender equality
and environment benefitted from most attention, but there was rarely a specific PSD
approach in this respect. Although in some countries combating HIV/AIDS received
specific consideration this was rather the exception and the issue was mainly mentioned by
EUD survey respondents as having less importance with respect to PSD. The Commission
committed itself to contribute to the Decent Work Agenda, but actual contributions were
limited. Commission representatives explained that issues related to employment
conditions fell under the unit addressing employment rather than the one addressing PSD.
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EQ 3 on Support Mechanisms and Modalities

To what extent did the set of Commission mechanisms and aid modalities for
supporting PSD strategies and the associated activities of partner countries and
regions result in the provision of timely responses, at a reasonable cost, to the
challenges faced by the private sector in third countries, while fostering synergies
between one other and with comparable mechanisms offered by other actors?

The purpose of this question is to examine (i) whether the Commission had at its disposal a set of
mechanisms and aid modalities that allowed it to support third countries in tackling PSD challenges, and
(iz) whether it did so while ensuring effective and streamlined use of resources. The question hence reviews the
Commission’s architecture of aid for delivering EU support for PSD. The question addresses efficiency but
also encompasses aspects of relevance, effectiveness, coordination and complementarity, but only insofar as the
set of respective mechanisms and modalities is concerned.

EQ 3 on Support mechanisms and Modalities

The EU provided a wide array of mechanisms for financing the development of the
private sector in third countries. It is now equipped to address quite
comprehensively the range of PSD needs in the different regions. However, the
Commission’s approach, aid modalities, rules and procedures often lacked the
necessary flexibility for adjusting to private sector actors and dynamics. This
aftected the results and efficiency of its aid.

The EU had a wide array of mechanisms at its disposal for financing the development of
the private sector in the different regions, including bilateral support, regional and
centralised programmes and, to a limited extent, regional blending facilities. It is now
equipped to address quite comprehensively the range of PSD needs in the different
regions.

Nevertheless, the multiplicity of mechanisms and the lack of clarity on the overall
architecture confused many stakeholders. Moreover, there is little evidence of a structured
EU approach to exploiting the potential and complementarities of the set of support
mechanisms and aid modalities at country level in support of the private sector. The
support mechanisms (bilateral cooperation, regional programmes or institutions, blending
mechanisms, etc.) typically had their own logic and way of operating, with little internal
coordination.

Quality of implementation varied significantly according to the mechanism. The findings
also suggest that the Commission’s global approach based on delivering aid to the private
sector pza the public sector proved not to be the most effective or efficient in many cases. It
entailed missed opportunities for selecting the best implementing partners. Additionally,
the Commission’s standard rules and procedures lacked the necessary flexibility for
adjusting to private sector actors and dynamics, and in several instances were counter-
productive.
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EQ 4 on the institutional and regulatory framework

To what extent did the Commission contribute to make the institutional and
regulatory (I&R) framework more conducive to PSD?

This question primarily concerns effectiveness and impact of activity cluster 1 of the Intervention 1ogic
(Commission activities in the area of policy dialogne at macro-economic level). It concerns the first of the five
areas of intervention of EU support as outlined in the 2003 Communication and guidelines (administrative
and macroeconomic reforms). It aims at examining the extent to which the EU has been able to contribute
to better-functioning institutions and a regulatory framework conducive to PSD. This focus on the enabling
environment is of paramount importance for the development of the private sector. 1t addresses the
responsibility of the state in enbancing the growth and competitiveness of enterprises. The question primarily
concerns the effectiveness and impact of activity cluster 1 of the Intervention Logic
(Commission activities in the area of policy dialogue at macro-economic level), but
also relevance and sustainability issues as it aims at verifying whether the results obtained are likely to last
in the long run.

EQ 4 on the institutional and regulatory framework

Support to institutional and regulatory (I&R) reforms is a key macro-level
Intervention in EU PSD support. Clear efforts were made to identify the main I&R
obstacles facing enterprises in third countries and to target EU support on them,
though difficulties were encountered in the policy dialogue with competent
authorities. Where initiated, the complexity and length of supported I&R reforms
seem to have been rather systematically underestimated, with potential negative
Impacts on their sustainability. The final beneficiaries encountered during the
evaluation were not always enthusiastic about these reforms.

Support for I&R reforms in such a way as to facilitate an improved business environment
is a key macro-level intervention in EU PSD support. Clear efforts were made to identify
the main I&R obstacles facing enterprises in third countries and to target EU support on
them. This identification exercise is rarely supported by documented evidence such as
studies or diagnostic tools and relies mainly on informal and pragmatic approaches. The
findings gathered for this evaluation clearly indicate that the private sector was generally
not thoroughly consulted when I&R reforms conducive to PSD were prepared and
undertaken, with only limited characterization of the types of private business (or their
intermediaries) identified as targets. A large body of evidence shows that an important and
recurrent objective of I&R reforms was facilitation of international trade.

Despite genuine and repeated efforts on the part of EUDs and other donors, there is only
limited evidence in this evaluation of fruitful policy dialogue on the I&R reforms,
difficulties being reported by donors regarding the appropriate attitude to be adopted in
difficult circumstances such as when alignhment becomes a problem due to lack of
commitment or capacity in the country.

There is evidence to suggest that institutional and regulatory reforms, where reported, have
generally been viewed as encouraging; but the observed degree of advancement of
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regulatory reforms was very varied. Particular challenges were encountered in the transition
process from EU support for reform schemes to third country management, and the EU
strategy documentation provided little guidance on this aspect. Another reported difficulty
was the necessary but difficult to ensure coherence between the pace of reforms in the
regulatory sphere on one hand and the institutional structure on the other. Additionally, the
complexity and length of the supported I&R reforms seem to have been rather consistently
underestimated, with potential negative impacts on the sustainability of the reforms
initiated.

Partly due to an absence of well-established monitoring and evaluation of the impacts,
there is little available evidence of the impact of I&R reforms on the functioning and
growth of third country enterprises. Despite positive views expressed by officials and
public authorities on the effects of I&R reforms in terms of business facilitation, final
beneficiaries were often less enthusiastic as the reforms have adverse effects to their view
or else were perceived as insufficient in relation to the targeted objectives or needs.
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EQ 5 on Access to Finance

To what extent did the Commission contribute to improving access to finance by
enterprises?

Access to finance is one of the key conditions for the growth of enterprises at all levels (incl. individual
entreprenenrs). MSMEs often face more pronounced constraints. Access to finance encompasses two main
dimensions: 1) the enterprises’ capacity to obtain funding by banking and non-banking financial
institutions; 2) the ability of such institutions to raise the funds necessary to fulfil their role as providers of
finance. In this regard loan funding comes mainly from credit institutions and equity funding from
investment sources (local and foreign venture capital funds and FDI).

The purpose of this question is to examine to what extent and with what results the Commission has
contributed to improving access to finance, by gearing its support to the afore-mentioned dimensions.

EQ 5 on Access to Finance

The EU has provided significant support to financial access promotion, with
particular focus on macro- and meso-levels. The relevance of some activities was
questioned, however, and the final impact on individual enterprise’s access to
finance was mixed. Support channelled through EU blending mechanisms and
Investment facilities nevertheless showed particularly promising results.

Access to finance was recognised as a key constraint for the private sector in beneficiary
countries, in particular for SMEs and financial access promotion represented the second
highest share of direct EU support to private sector development over the evaluation
period, even though the EU is not seen as one of the major actors in this field.

In line with the recommendation of the 2005 Evaluation of European Community Support
to Private Sector Development in Third Countries, the Commission’s activities were
primarily at the macro-level, with limited direct provision of credit lines at micro-level and
meso-level support prioritising cooperation with financial intermediaries.

However, in some specific cases, Commission activities were not based on strong
diagnostic approaches, and there is some evidence to suggest that the relevance of these
particular activities suffered as a result. The impact of Commission activities was mixed:
some activities at macro-level, including institutional and regulatory reform, showed
positive impact, but others less so; at meso-level, significant capacity building support was
given to financial intermediaries; but little evidence was found of improved access to
finance by SMEs. Finally, more positive results were seen resulting from the activities of
EU investment facilities.
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EQ 6 on fostering enterprise competiveness

To what extent did the Commission contribute to a better ability of enterprises, in
particular SMEs, to compete and to access technology and new markets?

Section 2 of COM(2003) 267 on “Investment and inter-enterprise co-operation activities” covers both non-
investment and investment support. The present EQ 6 addresses non-investment support, while EQ 7
addresses investment support; they bave been separated for evaluation purposes, which also corresponds to the
division of Commission activities in practice, according to our understanding. The non-investment tjpe of
support covered in the present question includes a diverse range of activities, including: supporting business
development services (BDS) through intermediate private sector and business associations, supporting cluster
development and industrial upgrading, as well as conducting value chain analyses and support to chambers
of commerce and industry, all with a view to fostering the competitiveness of enterprises. Competitiveness can
indeed be substantially increased through these activities via upgrading management support, R&&D, access
to technology and overcoming obstacles to penetrating new markets.

EQ 6 on fostering enterprise competitiveness

The Commission has provided a substantial share of its support to upgrading the
competitiveness of enterprises. The majority of this support, however, has been
focused at the meso-level, with a preference for implementation via public sector
organisations rather than private sector ones. This, combined with the limited use
of market surveys during project design, has created difficulties in terms of
beneficiary selection and final impact at the enterprise-level.

Support to foster enterprise competitiveness constituted the largest area of Commission
direct support to PSD over the evaluation period. This contribution was made across a
wide range of countries and regions, and included a diverse range of intervention types.
The majority of support was focused at the meso-level, and as per the PSD Guidelines,
with a view to building capacity within intermediary structures.

Commission PSD Guidelines specifically mandated the conduct of market surveys and
identification studies prior to implementation, but evidence suggests that this was not
translated at the project/intervention level. The absence of a systematic approach to
market analysis during the design phase led to weaknesses in terms of beneficiary selection
and difficulties in targeting country/region specific needs.

In contrast to other donors, the Commission appeared to prioritise implementation via
government bodies and ministries rather than private sector business development
organisations. The rationale provided by EUDs for selecting public sector partners often
focused on procedural constraints stopping them from working with the private sector
rather than positive assessments of the delivery capacity of public sector organisations.
Indeed, stakeholders noted a range of problems with this approach, including the capacity,
competence and commitment of government ministries to deal with competitiveness

upgrading.

The impact on final beneficiary access to new markets and technologies was not
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systematically monitored by Commission Delegations. Evidence suggests that channelling
support through government departments and intermediary organisations increased the
results in terms of institutional capacity building without necessarily encouraging the
sustainable trickle-down effect to enterprises. Opportunities have been missed in terms of
long term institutional building of private sector business service organisations that would
support SMEs on a more sustainable basis. Moreover, it must be noted that the end impact
on enterprise competitiveness is heavily determined by the enabling environment, e.g.,
transport infrastructure, electricity costs, regulations. Nevertheless, examples of successful
competitiveness upgrading were seen in some countries, where success factors included
non-financial support (e.g., knowledge transfer) and the provision of direct grants for
enterprises where feasible.
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EQ 7 on investment promotion

To what extent did EU support contribute to increased cross-border investment in
partner countries’ private sectors?

Section 2 of COM(2003) 267 on “Investment and inter-enterprise co-operation activities” covers both non-
investment and investment support. While EQ 6 addresses non-investment support, this EQ 7 addresses
investment support. Indeed, investment flows need to accompany the upgrading of enterprise competitiveness.
It is clear that EQs 6 and 7 are interrelated to the extent that foreign direct investment (FDI) can be a
vehicle for skills transfers, market access, and other reinforcement of enterprises. A link to EQ 5 - access to
finance - is equally clear that access to investment is a sub-component of access to finance. This question
Socuses on Commission activities such as support to the development of investment-related intermediary
organisations for investment promotion, regional Sector investment promwotion meetings, or business-to-
business investment cooperation meetings.

However, this question does not address investment-friendly improvements in the institutional and regulatory
[framework, which are covered under EQ 4.

EQ 7 on Investment Promotion

The Commission has conducted investment promotion activities in a large number
of countries. But the use of needs analysis, follow-up monitoring and targeting of
final impacts has been problematic. Whilst many activities reported successfiil
completion of outputs, the final results stemming from these activities are less clear
and in many cases not monitored by EUDs, in particular regarding SMEs and the
capacity building of investment-related intermediary organisations.

Investment promotion activities have been conducted in roughly half of the countries
where the EU provided direct PSD support. Needs analyses, however, were not mandated
by Commission strategy documentation, and were subsequently conducted only on an ad
hoc basis.

Whilst the outputs of the Commission’s investment promotion activities were generally
reported as positive by stakeholders, the final results stemming from these activities were
less clear. Observed results were particularly weak with regard to meso-level interventions
and the targeting of SMEs with tailor-made investment-related services. Monitoring of the
results of investment promotion activities was conducted by EUDs in some cases, but
targeting was rather weak — though with some justification — with respect to the impact of
Commission activities on FDI flows.
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EQ 8 on Employment

To what extent has the EU PSD support contributed to facilitating the generation
of employment?

The EU is concerned with the employment results of PSD in at least two ways. First, the enterprise sector
is a source of employment and thus income (which may also influence global EU objectives such as economic
and social development in third countries). Secondly, labonr standards and social responsibility at enterprise
level should accompany PSD initiatives (to help attain those same global EU objectives). However increased
employment is not an objective as such for most private sector actors. In addition, while there is a general
consensus that PSD generates employment, PSD can also lead to job losses: enterprise streamlining and
liberalisation can negatively impact on job creation. Therefore the question remains as to the extent to which
the EU has assessed the employment consequences of its PSD interventions.

The transfer from the informal sector to the formal sector is also a factor in lessening the marginalisation of
those who cannot access employment (along with other factors such as fiscal considerations).

EQ 8 on Employment— Answer Summary Box ’

While PSD is often cited as one of the major means of generating employment, in
most cases employment was only one among other intended objectives of the
EU’s PSD assistance. In addition the EU has not specifically assessed the effects
of its PSD assistance on employment generation or on labour standards. As
formalisation of the private sector was not an important area of the EU’s PSD
programming and projects, the impact on employment is difficult to assess.

In most cases the EU’s support for PSD has not systematically aimed at having an effect
on employment. Although the EU’s overall strategic framework has increasingly
recognized the importance of the private sector as a means of generating employment,
this concern has not trickled down to country and intervention levels. Rather the EU has
isolated its attention to employment from its PSD assistance and has addressed it under
education, vocational or social assistance in an effort to improve labour force
employability.

At strategy level, employment and job creation have been mentioned but have not been
central. In CSPs/NIPs and RSPs/RIPs it was found that employment concerns were not
systematically mainstreamed in the private sector support provided. In some countries
employment was considered in relation to education, vocational curricula and training and
to the private sector’s needs in terms of a skilled labour force.

At the level of the interventions, the importance and level of priority given to
employment generation, or to its quality, within PSD support has varied. Wherever
beneficiaries place employment generation high in their national strategies, the EU’s PSD
assistance takes employment strongly into account. It was also found in several cases that
while employment generation has been incorporated into country strategies or
programming, this has been lost sight of in the interventions. In most cases employment
standards (labour standards, CSR, wages) have not been or were not sufficiently
considered or mainstreamed in PSD assistance. (JC 8.1).
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For assistance which did aim to have an effect on employment, employment was not
systematically monitored or was only weakly. Reasons identified for the shortcomings in
the monitoring of employment effects are that M&E has tended to focus on the
assessment of interventions’ short-term effects, whereas employment is considered as a /ong-
term effect of PSD support. As a result, contribution analysis is hard to verify, with the
consequence that most assessments of direct and indirect job creation have been
estimates. The reliability of employment statistics was also raised as an issue. (JC 8.2).

Formalisation of the private sector (PS) was not an important area of the EU’s PSD
programming and projects in third countries over the period 2004-2010, despite the
highlighting of its importance at strategy level. While the informal economy was generally
overlooked, it was not completely ignored but was generally considered in ad hoc ways,
rather than being rooted in a strategic approach. Finally, even in cases where
formalisation was supported, the impact on employment is difficult to assess. Evidence
shows however that formalisation needs to be addressed in tandem with capacity-building
at company level and with adaptation of the regulatory framework (I&R), in order to
prevent adverse effects. (JC 8.3, JC 8.5).
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EQ 9 on Commission Value Added

What was the Commission’s added-value when providing support to PSD in third
countries?

This question aims at understanding what extra benefit the Commission generated when providing support

Jor PSD. Its focus is three-fold: first, to understand better the specific role the Commission has played as a
public agent, notably in terms of providing value-added that could not (or not as efficiently and effectively) be
generated by the private sector alone; second, to examine what extra benefit the Commission bronght as a
provider of grants, as compared to other financing modalities or in terms of facilitating combinations; and
finally, to identify specific tipes of value added brought by the Commission, as compared to other actors
providing support to PSD, in particular the EU MS' but also other bilateral or multilateral donors. Such
valne added might relate for instance to critical mass, specific technical expertise, but also to the capacity to
conduct policy dialogne and so forth.

EQ 9 on Commission Value Added

Different types of Commission Value Added (VA) have been observed, some of
which relating directly to its PSD support.

Commission documents provide little information on the importance of avoiding support
that could also be provided by the beneficiaries, the first and basic level of value added
(VA). Specifically, the Commission rarely applied systematic and structured practices to
obviate the need for such substitution, but this does not imply that in practice it provided
1t.

A key value added provided by the Commission was that its grant money could be blended
with loans. By so doing the Commission leveraged investment provided by international
institutions and allowed certain constraints to PSD to be addressed, notably by
contributing to mitigation of the risks taken by financial institutions. However, while grant
money in risk mitigation schemes has high potential, in a few instances guarantee schemes
were directly supported by the Commission, but with little or no effect due to poor design,
itself generally a result of weak diagnosis.

In comparison with other donors, and notably the EU MS, different types of value added
by the Commission’s support were observed. They related to its financial weight, its trade
mandate, its capacity to transfer EU good practices, its capacity to use a variety of support
mechanisms and modalities, its continued presence and focus on poverty reduction, and
the fact that it was perceived as less tied to specific economic or political interests. It
cannot however be stated that any of these factors really stood out. Furthermore survey
results indicate that Commission representatives did not have a clear and shared
conception of what the Commission’s value added was or should have been with respect to
PSD support, or at any rate that they saw this as very dependent on the specific context.
They did however consider that some types of VA were not fully realised, notably with
respect to political leverage and the capacity to coordinate EU players and build synergies
with other institutions.
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EQ 10 on Means provided

To what extent were the Commission’s organisational set-up and management
practices fit to a successful implementation of its PSD support?

This question aims at understanding whether the Commission had at its disposal the appropriate means to
provide PSD support. The “means” here can be grouped into two categories and do not include the funding
vehicles tackled under EQ 3. First, there are issues relating to the organisational set-up. Indeed, the
question aims at verifying whether the devolution to Delegations of the programming of PSD actions
contributed to enbancing PSD support, but also the extent to which the different roles of DGs in charge of
PSD-related support (e.g. DG Trade, DG Devco, DG EctFin or DG Enterprise) impact on the
implementation of PSD support in third countries. Second, there are the management practices which
encompass HR policies, guidance for implementation and wuse of tools, monitoring and evaluation of the
results of interventions, and practices in respect of exchange of information and capitalisation on best practice
in PSD.

EQ 10 on Means provided— Answer Summary Box

The Commission’s means, in terms of PSD expertise at HQ and EUD level, of
capitalisation mechanisms and knowledge management as well as tools and
guidance to design, manage and follow-up its PSD assistance in third countries
over 2004-2010 had a number of shortcomings, which impacted the
Implementation of the EU’s PSD support.

Devolution has led to an improvement in the EU’s PSD assistance - a number of benefits
stemming from devolution have been identified (improved responsiveness and flexibility),
however a number of shortcomings were also identified (e.g. lack of information and/or
linkages with bilateral assistance, lengthy consultation/decision-taking process between
HQ and EUDs).

Whilst the European Commission held substantial in-house expertise on PSD (mostly
within DGs with an internal mandate), the split from DGs with an external mandate and
shortcomings, or lack of, institutionalized coordination mechanisms, and communication
channels between both, were not conducive to capitalisation on this intra-EU expertise
for the development and implementation of the EU’s external assistance in support of
PSD.

Overall in-house thematic expertise was weak over the period 2004-2010, with a notable
improvement with the arrival of thematic experts in 2006-2007. PSD training per se was
developed formally from 2009 only. In-house capacity-building within DGs with an
external mandate and EUDs was limited by the externalization of a number of technical
tasks to short-term consultants, but also by the general 5-years rotation system and the
important turnover in certain EUDs and also at HQ) to a certain level.

The Commission progressively developed tools and guidance to facilitate the design and
implementation of its PSD support. However evidence shows that whilst they were
generally appreciated, their use was not systematic and some stakeholders challenged their
usability.
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The Commission almost systematically envisaged M&E of its PSD assistance but in most
cases did not conduct it thoroughly. M&E was limited by a number of factors (e.g. cases
of weak indicators or lack of baseline data and clearly-defined expected result, incomplete
M&E, insufficient HR availability to follow M&E, reliance on M&E by implementing
partners).

Capitalization activities, at HQ and EUD levels, were limited. Reasons are linked to
shortcomings in the Commission’s external services organizational model, its HR policy,
and its M&E, as identified under the previous JCs. A number of initiatives were taken
over the evaluation period to improve the Commission’s capacity and the knowledge base
in the field of PSD. Whilst they were appreciated, they were generally considered as
insufficient.
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4. Conclusions

This chapter presents the Conclusions emerging from the evaluation findings and analysis
(summarised above in Chapter 3 “Summary Answers to the Evaluation Questions” and
presented in full in the Appendix to this main report). They are structured in three clusters
so as to facilitate an overall synthesis (see figure below), as follows:

" on overall strategy and implementation issues ;

" on country specific strategy issues;

= on results.

Each Conclusion further refers where relevant to the Evaluation Questions and other
sources on which it is based.

The Conclusions are preceded by a section which aims at summarising in one page the
assessment arising from the evaluation

Figure 4 1 — Conclusions

| C 1: On the EU weight with respect to PSD
| C2: On the EU Value-Added

On overall strategy
and implementation | C 3: On general strategic foundations for PSD support

lssues | C 4: On the architecture of aid
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| C 15: On the overall EC approach, rules and procedures
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4.1 Overall assessment

Over the 2004-2010 period, the EU developed a wide set of support mechanisms for
intervening in PSD, allocated substantial amounts of funding to the sector, and provided
aid across a wide range of PSD-related matters, and in numerous countries with which it
cooperated.

These efforts led to a number of successes, for instance in terms of EU contributions to
institutional and regulatory reforms. The EU’s support for PSD was furthermore
considered particularly relevant and successful in a number of middle-income countries. It
also possessed specific types of potential, though not fully realised, value-added, notably
through (i) its ability to provide grant resources for blending mechanisms, (i) providing
PSD support in the context of trade negotiations based on its EU mandate for trade
matters, and (iii) its ability to transfer EU know-how and innovative practices.

Results remained uneven, however, and the evaluation identifies several factors that have
played a role in this respect. First, there was often a lack of a strategic approach. There
were few strong initial needs diagnoses, an essential tool for adequately gearing support.
EU support was also not always embedded in strategies geared to the maximisation of the
impact of PSD support through appropriate prioritisation and sequencing, building on the
value added of the EU and other contributors aiming at maximising synergies with support
provided through different EU mechanisms or other actors. The EU overall delivery model
of supporting the private sector through the public sector was also not conducive to
optimal delivery of its aid. A number of opportunities were furthermore missed, notably in
terms of ensuring that the PSD expertise existing in different EU internal market DGs was
made available for PSD support in third countries, or in terms of capitalising on the
knowledge acquired by EU Delegations in this field. Finally, despite the financial weight
and the breadth of its support, the EU was not recognised as a major contributor to PSD.

Since 2004 the EU has thus made useful contributions to the development of the private
sector in third countties, but weaknesses remained in terms of results obtained. These can
to a large extent be explained by difficulties in terms of management for results and a lack
of strategic approach at country level. That said, the EU continues to have a great potential
for PSD support that was not fully activated over the period covered, but should give clear
leads for the future.
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4.2 On overall strategy and implementation issues

Conclusion 1: On the EU weight with respect to PSD

The EU provided substantial grant funding for PSD through a
heterogeneous package of activities, which made the EU an important

player in PSD financially and in terms of scope covered and PSD an
important area of its aid delivery, even if it was generally not recognised
as such.

Based on Inventory

As shown in the inventory of this study (see annex 2), the EU contracted a substantial
amount of grant funding for PSD over the period 2004-2010. The total amount of direct
support to PSD contracted by the EU over this time was €2.4bn. In volume terms, this
compares favourably with several other well-recognised PSD donors such as France
(€1.3bn), Sweden (€0.9bn) or Denmark (€0.9bn), all of which are members of the Donor
Committee on Enterprise Development.”” Moreover, whilst PSD is by no means the largest
sector of EU support to third countries over the evaluation period, its PSD contribution is
nevertheless comparable to other well-established areas of EU support, such as education
(€1.9bn of direct support from 2000-2007*") or health (€4.1bn of direct support from 2002-
2010%).

This funding was used to contribute to a wide range of PSD activities, spanning all eligible
activities described in the Commission’s Communication and Guidelines. Moreover,
country visits have shown that often, when the EU was supporting PSD in a country, it
was — compared to other donors — an important player in terms of share of grant funding
provided. PSD was mentioned as a focal sector in 58% of the CSPs/RSPs reviewed.

Hence, over the period covered the Commission has been an important contributor of
grant funding for PSD in developing countries and the sector has been important in terms
of financial weight among all the sectors in which the Commission intervened.

These elements were however not generally recognised. Indeed, country visits showed that
the EU was rarely considered by stakeholders as a key player with respect to PSD. Even
within the Commission, representatives interviewed did not seem to consider that PSD was
one of the EU’s key sectors of activity. It may be the case that this is due to the perception
of the EU as a ‘generalist player’ rather than a provider of specialised support.

20 These figures are drawn from data extracted from the OECD DAC Creditor Reporting System on 2 October 2012.
They provide a “ball park” illustration rather than a precise compatison to the €2.4bn contribution of EU support.
Two elements suggest the need for caution in this regard. Firstly, the OECD figures include certain types of aid,
namely General Budget Support and debt relief, which the evaluation excludes. Secondly, the evaluation inception
phase conducted a lengthy cross-checking procedure between OECD data and the CRIS database of EU activities,
which led to substantial revisions to the inventory of PSD activities. No comparable procedure could be generated for
the other donors listed above.

2t Particip for EC, Evaluation of the European Commission’s support to Education sector in partner countries, 2010

22 Particip for EC, Thematic evaluation of the European Commission support to the health sector, 2012

Final Report March 2013 Page 31



Evaluation of the European Union’s Support to Private Sector Development in Third Countries
ADE - EGEVAL II

Conclusion 2: On the EU Value-Added

The EU provided different types of VA associated with its role as a
development partner in general and demonstrated some potential areas

of VA that were directly linked to its PSD support but not widely spread
throughout its interventions.

Based on EQ9

Those areas that did emerge as consistently providing added value broadly fell into two
categories:

* Added-value that the Commission provided as a development partner in general, rather
than specifically regarding its PSD support;

* PSD-specific added-value that the Commission could potentially develop, but which is
not yet fully realised in its PSD support.

Under the first category, the Commission demonstrated three types of added-value,
namely: its financial weight, its continued presence, and the fact that it was perceived as less
tied to specific economic or political interest than was sometimes the case for other
donors. Its financial weight and continued presence in partner countries allowed the
Commission to take part in long-term Sector Budget Support operations with specific
targets relating to private sector development. Meanwhile, the EU’s perceived neutrality
with regards to specific economic or political interests had a particular added value in
emerging middle income countries, where often the Member States switched away from
development cooperation towards trade-focused partnerships with specific economic
interests attached.

Under the second category, the EU demonstrated three types of PSD-specific added-value,
which were observed in some cases but not necessarily widely spread:

* Tirst, the Commission and the European Development Fund was an important
provider of grant money that facilitated the establishment of several large investment
facilities over the evaluation period.” Most facilities included support to PSD as an
objective through support to SMEs and financial intermediaries, thereby widening the
range of financial services offered to the private sector by the EU institutions.
However, the realisation of this potential added-value was limited by the relatively small
share of funding for PSD from the investment facilities.”

" Second, the Commission’s trade mandate and its knowledge of compliance with EU
market requirements was also underlined as a potential added value of its enterprise
competitiveness activities, notably but not exclusively in MEDA countries. In other
cases, however, the potential added-value of the EU’s trade mandate was not fully
utilised, e.g. where trade cooperation units within EUDs were not more closely
involved in the needs analyses of PSD activities, which could have helped to highlight

23 R.g., the ACP IF, FEMIP Support Fund, NIF, LAIF, AIF, CIF, IFP.

24 A combined 8% of the ITF/NIF/LAIF/IFCA facilities were for instance for support to PSD, according to a 2011
Commission working document.
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the needs stemming from ongoing trade agreements with the EU and other
organisations.

* Third, there were examples where the Commission provided VA through its capacity
to transfer EU good practices and innovative approaches with a view to providing a
demonstration effect.”

Finally, it is interesting to note that perceptions of the EU’s added value in private sector
development varied significantly between stakeholders, which reflects in part the
‘generalist’ role of the EU in this area, as described in Conclusion 3 below.

Conclusion 3: On general strategic foundations for PSD support

The EU positioned itself as a ‘generalist’ in terms of PSD support,
capable of funding a nearly all-encompassing range of diverse activities,
which enabled it to be responsive to country needs in a context of

partnership building with beneficiary countries. However, stakeholders
within and outside the EU institutions had no clear view on this
positioning as a generalist.

Based on Context and Intervention logic, EQ1, EQ2, Conclusion §

The EU PSD approach over the period covered was outlined in three key documents: the
Commission COM(2003) 267 (European Cooperation with Third Countries: the
Commission’s approach to future support for the development of the Business sector); the
Guidelines (2003) for Commission Supportt to Private Sector Development (2003); and the
revised guidelines issued in November 2010 (Trade and Private Sector Policy and
Development. Support programmes financed by EU external assistance).

Over the period considered the Commission opted for a broad strategy, allowing for the
funding of PSD activities at different levels (macro, meso, and, to a lesser extent micro).
This was a deliberate choice. As an example, in response to the 2005 Evaluation, which
called for a stronger prioritisation between different areas of intervention, the Commission
explicitly answered that it wished to maintain a full range of ‘instruments’ to answer to
different situations. This was also reiterated by Commission staff during the current
evaluation exercise.

The current evaluation concludes that the EU has indeed maintained a heterogeneous
portfolio of activities in PSD (see Conclusion 1 above), enabling it to respond to diverse
country needs and align with partner government priorities across a wide range of areas.
This point can rightly be viewed as a strength of EU support, notably in the context of the
Commission’s partnership approach.

25 The capacity of the EU to transfer EU practices is of course dependent upon the relationship between the EU and
the country/tregion in question. Nevertheless, the evaluation found good examples of such transfer in a range of
different countries, including some outside of Europe’s neighbourhood region, e.g., Vietnam and South Africa.
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However, stakeholders both within and outside the EU did not have a clear understanding
of the role the EU wished to play as a provider of PSD support. As far as Commission
representatives were concerned, the EUD survey showed that although 60% of
respondents stated that the role the Commission wanted to play in PSD support was clear,
40% still stated explicitly that it was not. This uncertainty was magnified among non-EU
stakeholders interviewed in the field, many of whom either did not know that the
Commission was active in PSD or commented that the Commission’s activities were
difficult to pin down.
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Conclusion 4: On the architecture of aid

With the creation of a series of blending and investment facilities and
some regional operations, the EU is now equipped to address quite
comprehensively the range of PSD needs in the different regions, in line
with the generalist approach outlined in the EU’s PSD strategy

documentation. There was however very little active coordination of EU
support mechanisms and an absence of clear communication regarding
the EU’s overall support architecture created some stakeholder
confusion.

Based on EQ 3

In addition to its bilateral aid with partner countries and existing regional PSD
programmes, the EU created a series of regional blending facilities” (although notably none
that cover South Africa) as well as some new PSD regional programmes”. The EU is now
equipped to address quite comprehensively the range of PSD needs in the different
regions.

The breadth and range of instruments at the EU’s disposal is indeed coherent with the
heterogeneity of the EU’s PSD strategy which, as outlined in Conclusion 3 above, seeks to
respond to diversity of country needs across all levels of intervention (macro, meso and
micro) and thematic areas.

There is however very little evidence of active coordination, at global or country level,
between EU support mechanisms for PSD. Most support mechanisms had their own logic
and mode of operation, with little internal coordination. The portfolio of PSD support in a
country often stemmed from a juxtaposition of activities rather than from a structured
PSD strategy with logical sequencing and distribution. The absence of clear communication
on the overall EU architecture for support to PSD also confused many stakeholders,
including Commission staff. Awareness of role of blending mechanisms in supporting
PSD, for example, was notably low amongst EUD staff.”

26 E.g. the Neighbourhood Investment Facility (NIF), the Latin America Investment Facility (LAIF), the Investment
Facility for Central Asia (IFCA), the Asia Investment Facility (AIF), the Caribbean Investment Facility (CIF), the
Investment Facility for the Pacific (IFP), etc.

27 E.g. Proflnvest (ACP), BizClim (ACP), the EU/ACP Microfinance Programme, the ANIMA network for
Mediterranean countries and subsequent ‘Invest in Med” programme.

28 The evaluation’s EUD survey revealed low levels of awatreness of the role and added value of blending for PSD
among EUD staff. See Answer to EQ9, JC9.2 on this point.
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Conclusion 5: On the use of existing expertise

The EU did not fully exploit its potential in terms of expertise and

experience for PSD, which as a consequence were not commensurate
with the financial weight of the EU’s PSD support

Based on EQ 10

At Headquarters level, in-house thematic expertise on PSD within AIDCO was weak over
the period 2004-2010. There was however a notable improvement with the arrival of
thematic experts in 2006-2007 and the creation, in 2005, of the Unit Private Sector
Development, Trade, Regional Integration, which in 2012 had around 12 staff members.
Nevertheless, capacity within the PSD, Trade and Regional Integration Unit remains
limited given the unit’s wide mandate, which includes both quality support and policy
advice across its three thematic areas.

The Commission has PSD expertise in other DGs such as DG Trade, DG Enterprise, DG
Regio, DG MARKT, and DG ECFIN. But the evaluation shows that this in-house
expertise was not made available to be systematically and thoroughly fed into the design,
development and implementation of the Commission’s external assistance in support to
PSD managed by AIDCO and EUDs, despite the existence of some coordination
mechanisms. An in-house PSD knowledge depository, capitalising on experience, appeared
to be lacking.

At country level there were also a number of weaknesses in terms of use and development

of expertise:

* In many cases, the need for flexibility among EUD operational units meant that project
officers were often hired on the basis of their general management capacity rather than
specific PSD expertise.

* Training on PSD was available but it appears that staff often did not have the resources
to attend these training events.

* There were no real capitalisation exercises between different EUDs to share experience
and good practice in PSD support, despite the fact that EUDs have provided PSD
support for many years, which must have led to an accumulation of useful knowledge.

4.3 On country specific strategy issues

Conclusion 6: On strategic priorities at country level

The EU support to PSD was — generally quite rightly — more geared by

overall country-specific considerations than by PSD-related technical
matters

Based on EQ 1, EQ 2

By definition EU support to PSD always takes place in a broader context of overall
cooperation of the EU with a specific country or region. Accordingly the Commission did
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not design this support as if this broader context did not exist, that is with a purely
‘technocratic’ approach, but rather ensured that these wider considerations were at the
heart of its support and even determined the manner in which it supported PSD.

Indeed, as discussed under EQ 1, the strategic choices made by the Commission in terms
of PSD support were influenced by different kinds of context, such as the Association
Agreements in the MEDA countries, the “level of development” and specific history of the
country and the need to address a specifically challenging political context. In some of
these contexts such as the Association Agreements, overall “political” considerations
coincided largely with technical considerations, but in other countries (for instance where
cooperation with national authorities was difficult), a merely technical approach would
have been inappropriate.

It is important to highlight this element, which aptly demonstrates that the Commission,
when providing support, is doing so in a broader, complex and sensitive framework.

Conclusion 7: On alignment

The EU has generally aligned its support with the beneficiary countries’

priorities but has also, on good grounds, reserved for itself the right not
to so align when confronted with specific drawbacks to alignment

Based on EQ2

In line with the Paris and Accra Declarations, the EU generally aligned its support with the
priorities of the beneficiary countries. When designing its support its priority was to ensure,
in closed collaboration with the national authorities, that this support was complementary
and in synergy with the national strategies. This was also one of the objectives pursued
when using General and Sector Budget Support.

In some cases there were flaws in terms of such alignment, but these appear to be
exceptions. In other cases the EU did not align because there was no real Government
strategy to align with. The evaluation also provides indications that alignment posed
problems for centralised regional operations. In some cases, where centralised and regional
operations intervened in countries where the Commission’s own programming did not
prioritise PSD (e.g., in the CSP), the operations lacked coherence with other operations
managed by EUDs. But in other cases, centralised and regional operations intervened in
countries without clear evidence that PSD was a country priority for the partner
government at all, thus posing a genuine question about alignment rather than coherence.

There are also examples where mere alignment posed problems and where the
Commission accordingly decided not to align or only to align to a certain extent. This
occurred in countries where the Commission could not agree with the Governments’
specific PSD policy or with government policies in general.

Finally, the evaluation also found that in a minority of cases, alignment was invoked to
justify a lack of prioritization, the purpose being instead to tap into Government strategies,
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assuming that these were well-prioritized (see C3). Such cases, which were in the minority,
reflect a conflation of alignment to country priorities with alighment to government
strategies.

Conclusion 8: On maximisation of impact

The EU’s PSD support in the different countries responded to needs but
was generally not part of a strategy aiming at maximising the EU’s

impact through clear prioritisation, a focus on value added, and on
synergies with other actors and activities

Based on EQ2

The needs of the private sector in the countries in which the EU intervened are by
definition very broad. In response (as noted in Conclusions 6 and 7) the EU’s support to
PSD was quite rightly geared towards tackling the full diversity of PSD needs as identified
by partner country governments. As a result, whilst the EU’s support was indeed relevant
to partner country needs, some trade-offs were observed, including a limited focus on EU
value-added or synergies with other actors and activities.

The evaluation found that the EU’s PSD support generally responded to needs but that the
Commission did not deploy a strategy to ensure that it maximised its potential
contribution. Mainly four elements led to this conclusion:

» First, in most countries examined, the EU did show (across the CSPs, NIPs and
intervention fiche) that each intervention addressed a particular need or set of needs.
There was, however, limited consideration given at any stage (CSP-NIP-intervention
fiche) of the potential interactions or linkages between interventions in a specific
country, or the appropriate sequencing of interventions in order to ensure that the
EU’s broader development goals were served. The result was a somewhat scattered
array of PSD interventions, each of which contributed to particular needs, but many of
which missed out on potential synergies or inter-linkages with other EU activities. It
must be noted however that a clearer thread was found in countries benefitting from
an Association Agreement, where the objective was clearly making gradual market
liberalisation a success through upgrading enterprise competitiveness and making
improvements in the related enabling environment.

» Second, in general and despite notable exceptions, the evaluation found that the EU
support was not geared by what it considered to be its potential VA for intervening in
PSD. References to BU value-added in project fiche were minimal,” and field
interviews confirmed the view that the primary logic during intervention design had
been one of alignment with country needs rather than maximisation of any particular
EU added-value.

* Third, at individual project level, coordination with other donors took place, but it was
at best an exchange of information and did not aim at maximising complementarity
and synergies. This did not vary with the level of intervention (macro, meso or micro)

2 See, for example, the 27 case study interventions summarised in Annex 3.
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or with the intervention area (access to finance, institutional and regulatory
frameworks, etc.) This was also the case when it came to collaboration with the EIB.

* Also the evaluation found that the EU did not generate synergies or mutual
strengthening between its PSD support and other types of support, whether this
concerned centralised and intra-ACP operations, trade-related assistance, or
mainstreaming of PSD in other EU interventions.

Conclusion 9: On employment generation

Although there is a broad consensus on the importance of PSD for job

creation, linkages between the EU support for PSD and objectives in
terms of employment generation remained very distant.

Based on EQS

There is a broad consensus on the importance of the private sector and hence PSD in
generating employment, even if it is also clear that through the streamlining of enterprises
PSD can lead to job losses in the shorter run. This consensus was also (increasingly) shared
in EU strategy documents and guidelines. Accordingly one could expect on the one hand
that job creation would be a central objective of all support to PSD, and on the other hand
that, conversely, when employment generation is considered the main need, one would
immediately revert to PSD as a means to this end.

The evaluation found that over the period considered this was not really the case. On the
contrary, the EU had a tendency to treat employment in isolation from its PSD assistance.
This was most apparent at EUD level, where employment creation activities were often
dealt with by social affairs units whilst PSD was the remit of economic development units,
with little interaction seen on a project-by-project level.

Indeed, even if job creation was often one of the objectives of the EU’s PSD support, over
the period considered it was generally not the objective to which the support intended to
contribute ultimately. The effects of PSD support on employment generation were also
rarely really monitored.

Conversely the evaluation found that, where the main objective was employment, this was
rarely aimed at through PSD support (although there were cases), but rather through
education and support for the needs of skilled labour forces.
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Conclusion 10:  On cross-cutting issues and the Decent Work Agenda

Overall the EU has not used its support for PSD as an opportunity to

promote crosscutting issues and the Decent Work Agenda

Based on EQ2

Several crosscutting issues (CCls) are prima facie relevant when it comes to supporting
PSD, e.g., gender, governance and the environment. The evaluation shows however that,
despite some exceptions, only limited attention was devoted to crosscutting issues. Even
when they were included, it was at best as a formality, without targeted objectives and
without verifying ex post which results were obtained. The issues most tackled were gender,
governance, and environment. These were also those that EUD survey respondents
considered most important in relation to PSD. Human rights, democracy, children’s rights,
indigenous people’s rights, and combating HIV/AIDS were less tackled and were also less
mentioned by EUD respondents as critical issues to be included when supporting PSD,
even if there were strong examples of some of these CCI (notably HIV/AIDS).

The EU has committed itself to contributing to the Decent Work Agenda and to
improvements in core labour standards and rights at work, as stated in several of its official
documents, including a specific published Communication (COM(2006)). These general
commitments have however not yet been translated into increased attention to the Decent
Work Agenda on the ground, as attested by the limited reference made to it in CSP/RSPs,
survey results (35% of EUD survey respondents consider it is as not as important or of
marginal importance), interviews conducted at Commission Headquarters and during
country visits, and other evaluations.

4.4 On results
Conclusion 11:  On results by type of support

The EU achieved results at macro- and meso-level rather than at the

micro-level, notwithstanding the difficulty of obtaining clear information
on results at each level, as outlined in Conclusion 12.

Based on EQ 4, 5, 6, 7

Analysis of results-oriented-monitoring (ROM) reports for more than 100 PSD
interventions contracted over the evaluation period shows that, whilst the majority of these
interventions scored reasonably well regarding effectiveness,” some differences were
visible between effectiveness scores by intervention type. The highest scoring thematic
areas were those with greater focus at the macro- and meso-levels, namely access to
finance, upgrading enterprise competitiveness (excluding support to MSMEs), and I&R
frameworks. In contrast, support to microenterprises and non-financial support to SMEs
scored consistently lower than other types of support — including enterprise
competitiveness activities not directed at the MSME sector.

30 65% of the ROM reports reviewed scored their respective interventions at 3 points out of a possible 4 for
effectiveness, which corresponds to a judgement of « good » performance.
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Field findings also support the conclusion that macro- and meso-level interventions were
particularly strong.” Regarding I&R reforms, the Commission made efforts to identify the
main obstacles and to target support on them. A recurrent objective in this respect was the
facilitation of international trade. Whilst the facilitation of international trade is prima facie
outside the scope of this evaluation, many areas of the EU’s PSD support aimed at the
enhancement of productive capacities for effective participation to international trade. In
this regard, the evaluation provides evidence that I&R reforms have generally been viewed
as encouraging, even if the degree of advancement of regulatory reforms observed varied.
The sustainability was also challenged by the complexity and duration of support for I&R
reforms.

Support to foster enterprise competitiveness, which constituted the largest area of
Commission direct support over the evaluation period also focused mainly at meso-level
with a view to building capacity within intermediary structures. Evidence suggests that
channelling support through government departments and intermediary organisations
increased the results in terms of institutional capacity-building, without however obtaining
the expected trickle-down effect to enterprises. But it was also observed that the end
impact on enterprises was heavily dependent on the enabling environment, e.g., the
transport infrastructure, electricity costs, regulatory environment etc.

In terms of access to finance, the second largest area of Commission direct support over
the evaluation period, the most successful EU activities were primarily at macro-level,
including institutional and regulatory reform. These showed results, which was less the case
at meso-level where capacity-building support was given to financial intermediaries; but
little evidence was found of improved access to finance by SMEs™.

Finally, in terms of investment promotion, whereas the activities were generally reported as
positive by stakeholders, the final results stemming from these activities were less clear and
were not really monitored. Observed results were weak regarding the targeting of SMEs
with tailor-made investment-related services.

31 This conclusion provides a synthetic overview of results presented in this conclusion. Further breakdown of results
per intervention area are provided in the Appendix, under the Answer to EQs 4-7.

32 The evaluation reviewed final reports and project evaluations for access to finance operations in the 9 countries
visited during the field phase, as detailed in the Intervention Fiche in Annex 3. The combined desk study and field
interviews provided limited evidence of increased access to finance by SMEs from the meso-level access to finance
interventions.
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Conclusion 12:  On Monitoring and Evaluation

The EU carried out a wide range of monitoring and evaluation activities,
including project-specific monitoring and evaluation, country-level and

thematic evaluations. Nevertheless, it remained difficult to obtain a clear
and complete picture of the observed results, notably because of
weaknesses in terms of monitoring and evaluation.

Based on EQ 4, 5, 6, 7, 10

At different levels the EU makes provision to ensure its support to PSD is monitored and
evaluated. This is indeed provided for in its Communications, in the Guidelines (with a
clear improvement from 2003 to 2010), but also in project documentation.

Accordingly evaluation and monitoring have been carried out at different levels. As an
example, there are several transversal evaluations of centralised and intra-ACP operations
(like Bizclim, the CDE, the Microfinance programme, etc.). Issues related to PSD are also
tackled in country-level evaluations, and evaluations of individual programmes and projects
are also available.

The EU also monitored its support through “results-oriented monitoring” (ROM),
covering 108 PSD interventions operational over the evaluation period. Whilst ROM
missions may provide useful feedback to managers on a project-by-project basis, they did
not provide the evaluation with much useful information regarding the success or failure of
PSD interventions as a whole. Qualitative analysis of comments by ROM evaluators
provided no discernible trends regarding success factors for effectiveness of PSD
interventions. Moreover, quantitative analysis of ROM scores by intervention type and
geographical region revealed that no significant trends exist between ROM scores on these
bases. Indeed, the average score awarded by ROM missions for the effectiveness of a PSD
intervention was 2.7 out of a possible 4 points with a low standard deviation (0.6) from this
mean; suggesting that the majority of interventions scored well but not remarkably so.

Several further elements suggest that the monitoring and evaluation procedures in place
failed to provide a clear view of the results obtained by PSD interventions:

* Evaluation and ROM missions were confronted with problems of lack of baseline data,
but also lack of clear definition of the expected results;

*  Often ROM reports and evaluation reports provided information on outputs (e.g. the
number of investment promotion events held or the number of participants attending),
but much less at results level (e.g. the impact of investment promotion activities on
investment partnerships over time); this may be due to the lack of quality of the
evaluation or to the fact that assessing results was hardly feasible, but also because, as
mentioned above, the expected results were not always specified;

* There was also a lack over time of evaluation and monitoring aimed at identifying the
longer-term effects of the support provided.
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As a consequence, and as noted in the evaluation, it was difficult to obtain an overall
picture of results and even more of impact levels for the different dimensions of PSD
support. This concerned for instance the impact of I&R reforms on the functioning and
growth of third country enterprises, their access to new markets and technologies, but also
the final results of investment promotion activities, for instance in terms of FDI.

Conclusion 13:  On support in middle-income Countries

The EU has made valuable contributions to the development of the

private sector, especially in imminent, recent, and established middle-
income countries.33

Based on EQ2, 4

The contribution made by the EU to the development of the private sector showed
particular strengths in middle-income countries as compared to low income countries,
across a range of different criteria. Notable strengths were observed regarding policy
dialogue, alignment and the clarity of the EU’s role in PSD. However, middle-income
countries also posed particular challenges for the EU’s coordination with other donors, as a
result of the shift in perspective created when bilateral donors moved away from
development cooperation and towards trade relations.

Policy dialogue in particular was often viewed as more effective in middle-income countries
than low-income countries. This had a positive impact on the results achieved as regards
reform of institutional and regulatory frameworks, with notable results achieved in, for
example, Morocco (where both Budget Support and project-based twinning activities
supported the creation of the new Competition Council and the drafting of new
competition regulations among other things).

More generally, alighment and, concomitantly, partner country commitment to PSD
reform, were both viewed as higher in middle-income countries than low-income ones.
Notably, a significant number of middle-income countries receiving PSD support were in
the process of negotiating and implementing trade or association agreements with the EU
over the evaluation period. In countries where this was the case the PSD support was often
viewed as being well aligned with the government’s priorities; and stakeholder views of the
partner government’s commitment to PSD reform was often higher than in other
counttries.

Furthermore the EU’s role in developing the private sector was generally regarded as
clearer in middle-income countries than low-income countries, often with a clearer focus
on integration into the world economy than on poverty reduction. In South Africa, on the
other hand, the Commission tailored its approach to a middle-income country with low
ODA-dependence and a well-defined growth agenda focused on alleviating the effects of a

3 Conclusion 13 focuses on a set of strengths and obstacles to PSD support that were seen across several middle-
income countries. However, this is not to suggest that the EU’s support to other countries was not also highly valued.
Rather, it is a reflection of a specific set of commonalities present in these countries, as opposed to the diverse
conditions witnessed in poorer countries.
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“dual economy”. The Commission’s approach tapped into these Government strategies
and aimed at developing innovative approaches with a demonstration effect, rather than
aiming for a comprehensive strategy.

However, it should also be noted that middle-income countries posed particular problems
regarding the EU’s coordination with other bilateral donors. In particular, in new and
emerging middle-income countries, the ability of the EU to coordinate with other donors
on private sector development was hampered by the shifting perspectives of bilateral
donors away from development cooperation towards trade relations.

Conclusion 14:  On lack of initial diagnosis

A lack of strong initial diagnosis affected repeatedly the relevance of

interventions, and subsequently results

Based on EQ 2, 3,4, 5,6, 7

A recurrent weakness that hampered results was the lack of strong preparatory analysis,
including in consultation with the private sector. This concerned different dimensions of
the PSD support:

*  With respect to I&R reforms the evaluation notes that the complexity and length of the
supported reforms seems to have been rather systematically underestimated, with
potential negative impacts on the sustainability of the reforms initiated. This can be
linked to the finding that although efforts were made to identify the main I&R
obstacles, these exercises relied mainly on informal and pragmatic approaches, and not
on documented evidence such as studies or diagnostic tools.

» As for support to access to finance, the evaluation finds that in some specific cases EU
activities were not based on strong diagnostic approaches and that, as a result, the
relevance of these activities suffered.

» As regards support for fostering enterprise competitiveness, the PSD Guidelines
specifically mandated the conduct of market surveys and identification studies prior to
implementation, but evidence suggests that this was not translated to project or
intervention levels. It also suggests that the absence of a systematic approach to market
analysis during the design phase led to weaknesses in terms of beneficiary selection and
difficulties in targeting country- or region-specific needs.
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Conclusion 15:  On the overall EC approach, rules and procedures

The EU global approach to delivering aid for the private sector through
the public sector entailed missed opportunities for selecting the best

implementing partners. Its standard rules and procedures also lacked
flexibility and rapid response capability in adjusting to private sector
actors and dynamic.

Based on EQ 3

The Commission’s global approach focusing on delivering aid through Governments or
public institutions entailed missed opportunities for selecting the most adequate partners
for supporting development of the private sector. Providing support through governments
or public institutions proved relevant for promoting institutional and regulatory reforms,
but much less so for other areas of support for the private sector, in particular where the
public sector lacked capacity. It was also less relevant in countries where many stakeholders
were not convinced of the benefits of developing the private sector, and where a successful
pilot project was hence important.

Moreover, the Commission’s standard rules and procedures have become increasingly strict
since the 2003 Financial Regulation, which came into force during a period of increased
scrutiny on the Commission’s use of EU funding. The tender procedures outlined in the
Commission’s PRAG (and subsequent revisions in the instruction notes) did allow for
contracting of private sector organisations, but nevertheless the procedures were perceived
as ill-suited to smaller private sector organisations rather than large companies bidding on
infrastructure projects. Stakeholders argued that the tendering procedures lacked flexibility
and a rapid response capability for adjusting to local market realities, notably for SMEs.
Procedural and administrative constraints were often considered exceedingly onerous by
enterprises, and hence had counter-productive effects.
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5. Recommendations

This chapter presents the Recommendations emerging from this evaluation. They aim at
providing policy-makers and managers with advice based on the Conclusions from the
evaluation (presented in Chapter 4).

The recommendations are structured in four clusters so as to facilitate an overall synthesis
(see figure below), as follows:

* on the EU’s overall role in terms of PSD support;

" on the contribution to a maximised development impact;

" on expertise for implementation;

* on support in middle income countries and on transversal issues.

Each Recommendation further refers where relevant to the Evaluation Questions and
other sources on which it is based.

Figure 5.1 - Recommendations

Onthe EU’s R 1: Continue to be a provider of a wide range of different types of PSD
overallrolein | support
terms of PSD - - . -
support R 2: Continue to embed support in the wider context of cooperation and
reserve the option not to intervene or align
Onthe R 3: Make sure that conditions for maximising the impact of PSD support
contribution are fulfilled
toa
maximised R 3.1: Provide mechanisms to ensure thattechnical analysis and consultations have
developmental been conducted priorto providing supportfor specific PSD interventions
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