European Parliament Resolution on Commission communication "More and better cooperation: the 2006 EU aid effectiveness package"

1. Rapporteur: Alain Hutchinson (PSE/BE)
2. EP reference number: A6-0270/2006 / P6-TA-PROV(2006)0382
3. Date of adoption of the Resolution: 28 September 2006
4. Subject: 2006 EU aid effectiveness package
5. Brief analysis/assessment of the Resolution and requests made in it: The Resolution underlines the need for the EU to use its position as the world's largest provider of official development assistance (ODA) to become an international political leader and stresses the key role that the Commission should play in that process. In this respect, Parliament underlines the importance of the European Consensus for Development and the need for the Commission and the Member States to speak with one voice when implementing the commitments to efficiency. It stresses the importance of the aims of coordination, complementarity, harmonisation and alignment in this connection, and stresses the importance of ownership by third countries during implementation. It also highlights the need to complement this approach with operations targeting problems with governance and development capacity in partner countries, while guarding against the risk that conflicting European policies might have a negative effect on the economies of developing countries.
Parliament stresses the key importance of fighting poverty and achieving the Millennium Development Goals (MDGs) and calls on Member States to make the sustainable budgetary increases required if the intermediate target of 0.56% of GDP by 2010 and the target of 0.7% of GDP by 2015 are to be met. Parliament here underlines the close connection between increasing the volume of ODA and stepping up aid effectiveness. It also calls on the Member States to exclude from ODA volumes sums agreed as debt relief.

Finally, Parliament expresses its concern about the EU's growing use of the conditionalities of international financial institutions for its budget support policy.

6. Reply to these comments and outlook regarding the action that the Commission has taken or intends to take:

The Commission stresses that raising the quality and increasing the quantity of European aid was one of the major undertakings made when the Member States and the Commission signed the European Consensus on Development. It recalls the importance of that document, which creates new possibilities for joint projects involving the Commission and the Member States, sets out a vision for the future and lays down shared European objectives for European development policy. It also draws attention to the Commission's comparative advantages, opening the way to greater synergies through a redeployment of the activities of the Member States.

The Commission shares Parliament's view regarding the political leadership needed by the EU and, as it has done within the framework of discussions regarding the European Consensus,  will continue to promote the role of the EU on the international development scene while highlighting the need for aid effectiveness. This is in keeping with its intentions when it proposed the aid effectiveness package endorsed by the Council last spring. Moreover, the approach to aid effectiveness recommended by the Commission is firmly based on the principles of ownership, alignment, harmonisation and managing for results, as set out in the Paris declaration.

The Commission's priorities in this area for 2007 are as follows:

1. Stepping up complementarity and the division of labour. This is a key issue for the Commission because, as is apparent from the donor atlas, the activities of European donors are characterised by numerous gaps and overlaps detrimental to aid effectiveness. The Commission intends to remedy this with the help of the Member States by adopting a set of operating principles to improve the division of labour among European donors. The principles are under discussion and should become operational after the Council conclusions in 2007.

2. Joint programming. The EU acquired a joint framework last spring, enabling diagnostic work and joint analyses of partner countries to be carried out in collaboration with Member States that show an interest in the tool, thereby facilitating the establishment of joint operational responses. Civil society is fully involved in these processes, as is already the case for Community programming.

Moreover, the Commission strongly favours decentralised cooperation and is keen to stress that the revised Cotonou Agreement constitutes important recognition of the importance of decentralised cooperation and of the need to consult and establish ongoing dialogue with local authorities in the area of development. The European Consensus has enabled the EU to reaffirm the importance it accords to decentralised cooperation and to the role of local authorities. Access to the new thematic programme has also been opened to all local authorities from both the North and the South.

3. Co-financing is an essential tool for improving coordination and the division of labour. The Commission will make practical proposals in this area in 2007 aimed at promoting the use of co‑financing as a tool for supporting the division of labour and assistance to the development capacity of Member States. A revision of the Financial Regulation should be envisaged in order to give substance to this initiative: if strict procedures are required, under no circumstances should they hinder the effectiveness of European aid.

Above and beyond such sectoral priorities, the Commission intends to continue to promote good governance and the fight against corruption as key elements in development. Indeed, corruption is a major obstacle to development. It hits the poorest in developing countries hardest and may be one of the causes leading to political instability and violations of human rights. It also reduces the level of resources available for development. The Commission is convinced that corruption is a major obstacle to achieving development objectives and a symptom of poor governance. It therefore wishes to address corruption as part of its broader and holistic approach to democratic governance, as laid down in its recent Communication on Governance and in the European Consensus on Development. Moreover, since the launch of the reform of External Assistance in 2000, the Commission has adopted several measures to reinforce controls and to prevent problems of external aid fraud.

With regard to international instruments, the Commission is very much committed to promoting the ratification and implementation of the UN Convention against corruption by all parties and is looking forward to the outcomes of the Conference of States Parties to the UNCAC. The first session is due to take place in Jordan in December 2006. It is expected that a clear map will emerge, leading to the development of an appropriate and effective evaluation mechanism.

Regarding the increase in the volume of ODA, the Commission does not entirely share Parliament's view regarding the entering in the accounts of sums committed by Member States as debt relief. Debt cancellation makes it possible to increase the means at the disposal of governments to achieve the MDGs, and it should be noted that, under OECD rules, Member States may enter in the accounts as ODA a portion of the funds earmarked for debt relief. Moreover, the effect of the volumes earmarked for debt cancellation must not be overestimated. Even when such volumes are excluded, almost all the Member States show a clear increase in their ODA. By way of example, the €9 billion of development aid destined for debt relief represents 25% of total ODA entered in the accounts by the EU in 2005. While the Commission recognises that there has been a marked increase in the proportion of amounts linked to debt cancellation, its primary concern is to create a lasting mechanism to ensure that the ODA increases are sustained.

The Commission shares Parliament's concern regarding the challenge facing the EU faces in its efforts to ensure that the EU continues to strive to meet the ODA targets set in Barcelona for 2006 and in Brussels for 2010. If the EU is to meet these commitments, Member States must boost their budgets immediately to generate the momentum required. If no such effort is made, the EU faces the risk of a serious slippage from the common objective of 0.56% announced for 2010. The Commission agrees with Parliament on the need for reflection and for a feasibility study to examine the various proposals put forward for innovative sources of funding.

The Commission shares Parliament's views on untying aid and regrets that the process has been hindered by unhelpful trade practices adopted by other donors. It is pleased to note, however, that the majority of the EU 15 have completely untied their aid and that further progress is expected by some other Member States. A third of the Member States have also set up a system of local preferences. The Commission has repeatedly stated its wish to see Member States untie all food aid, and it will continue to promote this line.

The Commission takes the view that Parliament's criticism about the use of criteria laid down by international financial institutions (IFIs) for allocating budget support is unfounded. Budget support cannot be granted if there is a lack of transparency, if budgets are not in balance, or if there is no prospect of an improvement in budget management. The degree of budgetary stability and the outlook are therefore carefully evaluated by the Commission using analyses drawn up by the International Monetary Fund (IMF). One of the prime functions of the IMF is to fulfil this supervisory role, and there would be little sense in other international institutions duplicating its work. However, the Commission stresses that, although IMF studies are used as a basis for evaluation, this does not prevent the Commission from forming its own opinion and independently assessing the budget situation in partner countries and the case for providing budget support. Moreover, although budgetary stability is a fundamental criterion, budget support decisions are influenced in a decisive manner by the political framework within which the support would be used and, above all, by multiannual poverty‑reduction strategies.

The Commission ties the disbursement of variable tranches to progress made by partner countries towards agreed objectives concerning indicators generally linked to the MDGs, especially in the social sectors. Partner countries are encouraged to use these performance indicators in their own internal processes. The Commission considers, however, that the objectives should be met as part of a joint partner-donor effort, and it does not wish to link these results exclusively to Community contributions.

Moreover, as rightly underlined by the Parliament, the Commission is currently reflecting on a project favouring the development of a flexible and sustainable instrument for the achievement of the MDGs. Reflections on the establishment of a 6 years budget support agreement as a financing instrument of the 10th EDF are currently on-going within the context of the 10th EDF programming. Moreover, discussions with Member States on the development of a longer term budget support agreement have been started.

Like Parliament, the Commission believes in the gradual implementation of the economic partnership agreements (EPAs) so as to ensure that genuine economic growth is stimulated. Negotiations with the ACP countries are currently under way and, as planned, the discussions will serve as a basis for EPAs in 2007, with entry into force of the agreements set for 1 January 2008. The Commission believes that, even when the specificities, challenges, regional integration problems and the various regional integration initiatives involving the six ACP regions are taken into account, it is still realistic to believe that the EPAs can be concluded by 2007. An enormous amount of work remains to be done before the end of the year for this to be possible, but this is a challenge the Commission is ready to meet as the importance of EPAs for poverty reduction through regional integration has been clearly demonstrated. The Commission will do everything in its power to ensure that the proposed timetable is adhered to and will guarantee an approach tailored to the needs and challenges of each ACP region. ACP markets will be opened up in a gradual and asymmetric manner in order to guarantee the progressive integration of ACP countries into the world economy.

In terms of EPA financing, the Commission clearly favours strong support to EPAs, and has taken a clear position to provide substantial funding in the framework of the 10th EDF programming. The allocation to regional programmes has doubled under the 10th EDF compared to the 9th EDF. In collaboration with the Finnish Presidency, the Commission has presented proposals aiming at strengthening its coordination with Member States. A debate on this issue took place during the October 2006 Council of General Affairs and External Relations. The Commission is particularly pleased to note that the commitment of the EU (Member States and Commission) to provide € 2 billion yearly in aid for trade has been confirmed and will allow the EU to give a more satisfactory response to ACP. Nevertheless, contrary to the ACP request, the Commission does not consider that the setting up of a separate financing facility, totally autonomous from regional programmes, is an adequate approach. Indeed, the ACP request would contradict the coherence and efficiency agenda.
The Commission also shares Parliament's opinion regarding the arrangements for funding ACP aid following the reform of the sugar sector. Such aid should indeed be in addition to the EDF, and this is the decision that was taken.

Regarding international trade negotiations, the Commission will continue to ensure that developing countries, and especially the poorest among them, do not suffer on account of the inability of WTO members to reach an agreement. As a starting point, the Commission believes that a significant development package could be frontloaded. First, the Aid for Trade package should continue to be pushed ahead because developing countries’ capacity constraints remain a major obstacle to exploit international trade opportunities. Second, the Commission is willing to continue to put together a new agreement on trade facilitation, which is linked to aid for trade and would be a focus of European trade related assistance in the years ahead. Third, the Commission believes that the new Integrated Framework for technical assistance to trade for the LDCs should be put in place and be implemented. Fourth, the Hong Kong agreement on duty free/quota free market access should be fully implemented outside of the Round and where possible improved. Fifth, specific proposals on Special and Differential Treatment should be pursued on a fast track basis, adapting existing WTO agreements in this way. Sixth, the Commission thinks that the work on making origin rules more development friendly should be pursued.
The Commission dedicates a particular attention to environment related questions and it acknowledges the recommendations in the UN Millennium Ecosystem Assessment Report that the destruction of the world's ecosystems is becoming a barrier to achieving the MDGs. In the European Consensus particular attention is given to ensure the sustainable management of forest resources, so as to safeguard and develop jobs, rural livelihoods and environmental goods and services that forests provide, including the promotion of community-based forest management. Furthermore the consensus highlights the importance of sustainable management of biodiversity, including protected area systems, equitable sharing of its benefits and bio-safety framework issues through strong support to the UNCBD implementation. In addition, in the Thematic Programme for Environment and Natural Resources under the Community Budget funds are earmarked for the conservation of biodiversity and ecosystem services to reverse the negative trend.

With regard to fisheries, the Commission fully agrees with the Parliament recommendation and wishes to stress that the promotion of sustainable fisheries management and scientific researches is among the main aims of the EC dialogue with partner countries which was set up following the signature of the 2002 Partnership Agreement.

Furthermore, the Commission, in line with the Parliament's recommendation, points out that the promotion of sustainable fisheries in partner countries, including monitoring, control and surveillance of fishing activities and scientific research, is the main aim of the new approach on Fisheries Partnership Agreements implemented by the EC since 2002.

The Commission is following with great interest the experience in a number of Member States regarding support for co-development initiatives, where public financing complements financial or other commitments by members of the diaspora. It is pleased to have been able already to provide limited support to such projects under Aeneas and other programmes.

While there are clearly grounds for developing such an initiative at EU level, it would create a number of practical difficulties (notably the need to manage centrally a large number of small-scale grants). The Commission is ready to consider ways in which this could be done, also with a view to avoiding any overlapping with existing initiatives at the national or sub-national level.

The Commission reaffirms its commitment to promoting the aid effectiveness agenda, and its desire to see Member States commit to sustainable increases in ODA. It will continue to keep Parliament abreast of developments regarding initiatives in this area.
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