
German Development Co-operation with  
Thailand and Viet Nam 

Executive Summary of the Evaluation of selected Public-
Private Partnership Projects (PPP) in Thailand and Viet Nam 

Subject of the Evaluation 
In the mid-1990s, the German Federal Ministry for Economic Cooperation and Development 
(BMZ) launched a novel Public-Private Partnership (PPP) Program, under which private entre-
preneurial initiatives in developing countries were co-financed with public funds. Given the 
political importance attached to this initiative and the plans to expand it, the Ministry has com-
missioned various third parties with conducting an extensive in-depth evaluation of the PPP 
concept.  

The present report deals with the evaluation of 9 PPP projects in Thailand (4) and Viet Nam 
(5). Another three field studies have been looking at projects in five other countries of the 
world. The evaluation missions in Thailand and Viet Nam from 6 January until 23 January 
2002 were preceded by a general study undertaken by the HWWA, an economic think tank in 
Hamburg, Germany. These studies will be complemented by a cross sectional evaluation to 
analyze the PPP program. As a result of the field studies, general and country-specific 
recommendations should be made on how to optimize the conceptual, institutional, organiza-
tional and procedural features of existing PPP instruments.  

The PPP projects in Thailand and Viet Nam were selected based on the recommendations of 
HWWA, the proposals of BMZ and through a selection made following talks with the imple-
menting agencies DEG (Deutsche Investitions- und Entwicklungsgesellschaft mbH, Cologne, 
Germany) and GTZ (Gesellschaft für Technische Zusammenarbeit mbH, Eschborn, Germany).  

Major Findings 
1. General Framework and Partner Governments' Policies  
Regardless of their orientation in the social policy field, the governments of both Thailand and 
Viet Nam stake their economic development on the stimulation of private entrepreneurial ac-
tivities. PPP projects are therefore welcomed by both governments in principle. Any expansion 
of PPP activities coupled with a reduction in ODA meets with skepticism from the Vietnamese 
government and is rejected outright by the Thai government. The partner governments fear 
that the increased involvement of the private sector in development cooperation could cause 
the shelving of many projects relevant to development that produce a lower return on invest-
ment. Then even more projects relevant to development than hitherto would be implemented 
without the involvement of the partner governments.  

2. Working Methods and Experience of Other Donors with PPP 
Public-Private Partnership projects in Thailand have been offered by the US-based Kenan 
Institute of Asia since the mid-1990s. The Kenan Institute plays the role of a knowledge inter-
mediary for partnerships between the private sector, governments and universities. Their 
model of cooperation takes the greatest care that the principles of fair and untainted competi-
tion be strictly obeyed. Other donors like DANIDA operate along the same lines as the 
German PPP model. Even though the Danish PPP projects measure up to their own goals in 
business terms they seem to lack the aspired broad impact on development. Most projects are 
isolated in their impact.   

3. The German PPP Portfolio 
Unlike in Thailand, the number of PPP projects in Viet Nam is relatively small. In both coun-
tries, however, the PPP portfolio is primarily financed by the PPP Facility. Whereas in Thailand 
most projects are financed through DEG, GTZ-sponsored projects prevail in Viet Nam. In 
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terms of sectors, the majority of projects in Viet Nam deal with vocational training, followed by 
projects for the sustainable production of agricultural goods and, lastly, environmental protec-
tion. In Thailand projects in environmental protection predominate by far, followed by the pro-
motion of SMEs, vocational training and "other" (unspecified) projects. 

4. The Role of the Implementing Agencies 
Both DEG and GTZ implement their PPP projects within their priority area strategies. While 
DEG and GTZ are making strong efforts, especially in Thailand, to develop new PPP activities, 
there seems to be a lack of relevant personnel in Hanoi. The desire of DEG to set up PPP 
projects outside the priority areas of development cooperation is considered not to be helpful 
from a development point of view. 

5. Role of the Private Sector 
The German firms taking part in the PPP activities state that their experience with the PPP 
Facility has been positive. Almost all of them hope to prolong their projects beyond the agreed 
duration of their contracts, which is an important indication of their positive attitude. As regards 
the integration of PPP into bilateral development cooperation, all German enterprises agreed 
that such a step would inevitably result in sluggish bureaucratic procedures and time-
consuming project preparation work, which would not be compatible with the necessary flexi-
bility required for business planning. 

6. Analysis and Assessment of Aims 
The technical contents of the projects that have been evaluated are in agreement with the 
economic policy objectives of the two host countries. They are embedded in the bilaterally 
agreed cooperation programs of "Economic Reform and Development of the Market System." 
In fact, the business objectives of the German private partners seem to conform largely with 
public policy aspirations, although the business objectives of the local business partners are 
insufficiently documented in most of the status reports. However, the incorporation of the busi-
ness goals into the overarching development objectives did not prevent the public project 
component from being too large in some cases, or from being described in insufficiently 
precise terms in the project documents. 

7. Analysis and Assessment of Planning Quality  
Adherence to the PPP criteria – full compliance with defined development objectives, subsidi-
arity and complementarity, non-discriminatory competition, and the provision of a financial 
contribution by the private partners – was routinely confirmed in all project documents. The 
confirmation of compliance with these criteria was, however, based largely on plausibility con-
siderations, not on hard facts. A measurable definition of these criteria in accordance with 
established indicators is not yet available, nor are there standardized evaluation procedures 
for these criteria. The acquisition of PPP projects was in all cases characterized by random 
processes. It appears therefore that the related external structures of DEG and GTZ in their 
present form are not equipped to fulfill these requirements. The incorporation of local institu-
tions and companies in the planning process of PPP projects was often restricted to the 
calculated contribution by the local partner. It was thus hard to tell whether there was any 
ownership on the part of the local partner.  

8. Analysis and Assessment of Project Management  
The PPP-specific procedures for project management used by the private partners proved 
largely adequate. Progress reports were in line with required standards. However, the projects 
under scrutiny did not reveal any standardized M&E system.  

9. Impact Analysis – Projects' Effectiveness in Business and Development Terms and 
their Significance  

The business effectiveness of the PPP projects, especially the generation of the necessary 
cash flow and the return on the capital outlay, is in most cases not visible, at best it is not 
transparent. Even from a development point of view, this fact is by no means irrelevant since 
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the sustainability of the public development funds will be at stake if the projects are not suffi-
ciently effective in business terms. Instead of win-win situations a lose-lose situation may 
result if those planning a PPP investment fail to elaborate plausible business plans. 

Some German business partners, especially larger corporations, invest in PPP projects not 
necessarily for monetary gains but are more often motivated by broader strategic interests. An 
entrepreneurial partnership with DEG or GTZ is regarded as a quality stamp and a door 
opener. For the German SME investor, on the other hand, the financial contribution from the 
PPP Facility is quite important. So the business effectiveness of PPP projects has to be 
assessed on a case-by-case basis. The development effects expected of the PPP activities 
were reached in most cases, there were only a few cases in which there were delays. Robust 
data and information about the long-term development effectiveness and significance of the 
projects was, however, rarely obtainable on the ground. There also seem to have been some 
cases in which the business intentions of the private partner failed to materialize.   

10. Free and Non-Discriminatory Competition  
The effectiveness in development terms of the public funding component in PPP projects 
could be increased if the criterion of fair and unrestricted competition were applied more 
strictly. The present practice of the PPP Facility to award public funds at its own discretion to 
private partners from Germany and the EU and to local business partners is questionable from 
a regulatory policy point of view and is not optimal with a view to achieving the desired 
development results. In many cases, support is given to local PPP partners who compete with 
other enterprises in their home country. Public funds for PPP projects thus often give rise to 
unacceptable distortions of fair competition in the partner countries.  

11. Subsidizing of FDI 
The transfer of industrial technology to selected enterprises/entities with the financial support 
of development cooperation is questionable from a regulatory policy point of view. In Thailand 
in particular, PPP projects often implement investments that could be considered, to a certain 
extent, as business promotion activities for privileged enterprises; their impact in terms of 
broad-based development effects remains unclear.  

Major Recommendations 
BMZ and the implementing agencies should see to it that the partner governments are better 
informed about the PPP concept (implementing agencies).  

Improved integration and involvement of the local project partner is the prerequisite for PPP 
projects to achieve ownership and broad impact (implementing agencies, private partners).  

PPP projects should only be supported if they stick to the development targets defined by 
BMZ. These projects should generally be integrated more closely into development coopera-
tion, even if the implementing agency in question has no direct link to projects within the 
Technical Cooperation program (implementing agencies, private partners).  

The implementing agencies should adjust the capacity of their in-country structures to the 
increased coordination requirements in the field and to the increased tasks related to an active 
PPP policy (implementing agencies). 

In the course of integrating PPP activities more closely into bilateral development cooperation, 
account must be taken of the general concerns of the private sector to the effect that only a 
mechanism that is about as flexible as the PPP Facility will meet with a responsive attitude 
from the private sector (BMZ). 

Local business and institutional partners should be fully incorporated into the contractual 
arrangements of PPPs, and their contributions to the overall project should be laid down in 
binding terms, with the purpose of improving the broad-based impact and the synergies and 
catalytic effects of PPP projects (implementing agencies, private partners).  
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In order to be able to realistically monitor compliance with PPP criteria, feasible indicators 
should be defined to assess their relevance for development policy, so as to demarcate PPP 
funding from business promotion activities. PPP projects should strictly adhere to politically 
determined development targets, their prime aspiration should be poverty reduction. It is up to 
the implementing agencies to ensure compliance with these criteria (implementing agencies). 

It is urgently recommended to intensify M&E activities, taking into account the requirements of 
the private sector, that cover both financial auditing, technical project implementation and PPP 
projects' focus on development targets (BMZ, implementing agencies).    

The goals defined for PPP activities should be related to the concrete project contribution. In 
order to ensure the sustainability of publicly funded PPP projects and to reduce the chances of 
arriving at a lose-lose situation, it must be ensured in the course of project planning that plau-
sible and viable business plans are defined to make the expected gains from their contribu-
tions more transparent for the business partners, so that all players – implementing agencies 
and private and local partners – have a clear idea of the project risks. Finally, the implement-
ing agency should make sure, when concluding a PPP agreement, that its private partner 
wants to make a profit from its engagement beyond the duration of public funding (implement-
ing agencies, private partners).  

In order to make more efficient use of the potential of PPP, the distortion of competition (at the 
local and EU levels) and the "isolated solutions" caused by the PPP Facility must be pre-
vented. The development cooperation players should determine the desired project output and 
the development targets in their bidding documents, they should tender these service profiles 
publicly and the bidder offering the best value for money should be awarded the contract. In 
the partner country in particular, great care should be taken to prevent individual enterprises 
from obtaining privileged support through PPP activities. The competitive fairness of publicly 
sponsored projects should not be allowed to be called into question (BMZ).  

The transfer of industrial technology for the benefit of selected enterprises/entities should be 
left exclusively to the foreign direct investor (FDI). Where PPP is used as an additional instru-
ment of development cooperation, new forms of know-how transfer should be developed, as 
shown on the basis of the KIAsia model, to serve as a model both for emerging and priority 
countries. They should provide assistance that is not targeted just at individual enterprises 
(BMZ, implementing agencies).  

Basic Data 

List of PPP projects investigated during the evaluation mission in Thailand and Viet Nam 

TDM (1,000 German marks) is equivalent to €511.29  

1. Piloting of pressure filtration for the Thai paper and pulp industry (Heinrich Fiedler 
GmbH & Co KG) 
Duration of the project Jan. 2001 – Dec. 2001 
Public contribution (TDM) 140 
Implementing agency DEG 
Responsible BMZ Division 410 
 

2. Metalworker training program (Liebherr (Thailand) Co. Ltd) 
Duration of the project April 2000 – Dec. 2001 
Public contribution (TDM) 220 
Implementing agency DEG 
Responsible BMZ Division 410 
 

3. Qualification of Grohe sub-suppliers (Grohe Siam Ltd.) 
Duration of the project May 2000 – Dec. 2001 
Public contribution (TDM) 130 
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Implementing agency  DEG 
Responsible BMZ Division 410 
 

4. Qualification of energy managers in Thailand (projects Unternehmensberatung 
Marco Wagner) 
Duration of the project Nov. 2000 – Nov. 2001 
Public contribution (TDM) 205 
Implementing agency GTZ 
Responsible BMZ Division 410 
 

5. Training of engineers in automation and controls of industrial equipment (SIEMENS 
(Viet Nam)) 
Duration of the project Dec. 1999 – July 2001 
Public contribution (TDM) 190 
Implementing agency  GTZ 
Responsible BMZ Division 410 
 

6. Train the Trainer program in CNC techniques (MTS Mathematisch-Technische Soft-
ware Entwicklung GmbH) 
Duration of the project Sept. 2000 – Aug. 2002 
Public contribution (TDM) 398 
Implementing agency GTZ 
Responsible BMZ Division 410 
 

7. Sustainable growing and quality improvement of coffee in Viet Nam (Kraft Foods 
GmbH) 
Duration of the project Sept. 2000 – Aug. 2002 
Public contribution (TDM) 398 
Implementing agency GTZ 
Responsible BMZ Division 410 
 

8. Piloting of solar fruit drying processes in Viet Nam (Innotech Ingenieurgesellschaft 
mbH) 
Duration of the project Sept. 1999 – Dec. 2000 
Public contribution (TDM) 115 
Implementing agency DEG 
Responsible BMZ Division 410 

9. Qualification of a testing laboratory for the ceramic industry in Viet Nam (Werk-
stoffzentrum GmbH) 
Duration of the project Dec. 1999 – April 2001 
Public contribution (TDM) 150 
Implementing agency GTZ 
Responsible BMZ Division 410 
 

Timeframe of evaluation: January 2002 
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