Follow up to the European Parliament resolution on the accountability report on financing for development, adopted by the Commission on 8 February 2012
1.
Resolution tabled pursuant to Rule 115(5) and 110(2) of the European Parliament's Rules of Procedure by the Development Committee (DEVE)
2.
EP reference number: B7-0574/2011 / P7_TA(2011)0505

3.
Date of adoption of the resolution: 16 November 2011

4.
Subject: Accountability Report on Financing for Development

5.
Brief analysis/assessment of the resolution and requests made in it:

The European Parliament resolution expresses mainly the following concerns:

· firstly, the fact that in 2010, the EU fell some EUR 15 billion short of its own ODA goal for that year;

· secondly, that the EU will need to practically double its aid in order to meet its 2015 Millennium target;

· thirdly, that the EU has failed to increase substantially its aid to Africa and the Least Developed Countries (LDCs) in spite of pledges to do so;

· fourthly, that a number of Member States have shrunk their aid budgets in 2009 and 2010, with further cuts scheduled for 2011 and beyond;

· fifthly, that the current acquisition of farmland by government-backed foreign investors, particularly in Africa, is liable to undermine local food security;

The European Parliament makes a number of calls on the EU and the Commission in points 3, 8, 10, 11, 12, 15, 17, 18, 19. It is requested respectively to include the issue of land grabbing in the Commission's policy dialogue with developing countries; to honour ODA commitments; to include the fight against the misuse of tax havens and against tax evasion and illicit capital flight as a priority in development policy; to boost further the Extractive Industries Transparency Initiative (EITI) and for the Commission to rapidly propose EU legislation that at least matches US legislation in this regard; to tap into other sources of international finance that can complement ODA; and for the European Parliament to be involved in the ongoing OECD-DAC peer review of EU development cooperation.

6.
Response to requests and overview of action taken, or intended to be taken by the Commission:

On ODA levels and commitments

In 2010 global ODA reached a historical high as did the EU collective ODA: The EU accounted for 65% of aid increases since 2004 and for more than half of global aid.  The EU set itself the ambitious goal of increasing aid to 0.7% of GNI by 2015. Even though it was short of its collective intermediate target of 0.56% ODA/GNI for 2010, EU aid kept increasing by more than EUR 4.5 billion in new funds. Putting the EU's performance into the global context, it must be acknowledged that the EU already contributes to substantially more than its share in the global economy and remains committed to its ODA targets despite the continuing crisis.

With regard to its Africa commitment the EU lived up to its pledge to increase ODA to Sub-Sahara Africa, from 2004 levels, but provided only around 26% instead of the promised half of aid increases to the African continent. ODA remains important for reaching development targets, and the onus for progress lies on other donors and development partners to also step up efforts to contribute their fair share.

On new approaches to mobilise additional funding

There has been progress in raising resources through innovative financing mechanisms. Most of these resources are still public funds. There is a need for more non-government contributions that complement traditional ODA. The EU seriously considers proposals for innovative financing with significant revenue generation potential and explores new financing approaches that help to mobilise additional funding from new sources and partners, especially the private sector.

On Tax evasion and illicit capital flight

The Commission considers illicit capital outflows, tax evasion and harmful tax competition are major obstacles to domestic resource mobilization. The excellent report on Tax and Development adopted by the European Parliament in March 2011 shows that both institutions recognise the crucial relevance of this matter for sustainable development and for the achievement of the Millennium Development Goals. Reducing illicit flows resulting from tax evasion in developing countries, including from deceitful profit shifting, is one of the key aims of Commission efforts in the area of Tax and Development, as it will raise domestic tax revenues to fund much-needed public goods and services. It will also promote state-building and pave the way out of aid dependency. Transparency and Accountability in taxation are crucial topics for the Commissions' work. In 2010 the Communication on "Tax and Development" emphasised the need to enhance domestic resource mobilisation and to decrease tax losses.

The European Commission supports Transparency and Accountability through both policy dialogue and capacity building efforts. In this regard, the European Commission is the largest contributor to two International Monetary Fund (IMF) Trust Funds that support tax reform.

Together with the World Bank and the OECD, the Commission supports in a tripartite initiative the capacity in partner countries regarding Transfer Pricing and exchange of information in tax matters. Activities to build the capacity in tax administrations are planned for Ghana, Kenya, Vietnam and Honduras.

The importance of transparency and accountability in taxation for the European Commission’s work has been reemphasised in the Communication on the new development policy framework "An Agenda for Change" and the Communication on "The future approach to EU Budget Support to Third Countries" proposed in October 2011.

The Communication on "The Future Approach to EU Budget Support to Third Countries" places stronger emphasis on domestic revenue mobilisation and therefore supports the partner country's own efforts to mobilise domestic resources, increase transparency and to reduce its dependency on aid.

The Commission’s legislative proposal presented in October 2011 to enhance transparency by establishing a country-by-country reporting regime in the EU is further supporting accountability and transparency. It goes well beyond the US Dodd-Franck Act. It requires the disclosure of payments to governments on a country and project basis by listed and large non-listed companies with activities in the extractive (oil, gas and mining) and forestry sector. The proposed legislation aims at strengthening transparency and improving tax collection while avoiding the discouragement of Foreign Direct Investments in developing countries.
Besides the improvement of tax administrations to enhance the transparency and effectiveness of tax collection, discourage corruptive behaviour in administrations and to enable exchange of information in tax matters between countries, the Communication on "Tax and Development" also emphasised the need to address the challenges of the extractive sector. The EU fully supports the Extractive Industry Transparency Initiative (EITI), is a board member and is funding activities of the initiative. The EITI has been instrumental in supporting governance and accountability through verification and full publication of company payments and government's revenues from oil gas and mining.

On Involvement in the OECD-DAC Peer Review
The Commission supports European Parliament's involvement in the OECD/DAC Peer Review of the EU, as in the previous exercise of 2007. To this end, a special meeting was organised for interested Members of the European Parliament during a Peer Review mission to Brussels on 7 December 2011. Once the OECD/DAC report will be published, the Commission will inform and discuss with the European Parliament about the findings of the Peer Review.

On Land grabbing, food security and Policy Coherence for Development

The Commission agrees with the European Parliament's point of view that the prevention of the expropriation of small scale farmers merits further policy dialogue with partner countries, especially in Africa.
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