Follow up to the European Parliament resolution on the private sector and development, adopted by the Commission on 20 July 2016
1.
Rapporteur: Nirj DEVA (ECR/UK)

2.
EP reference number: A8-0043/2016 / P8_TA-PROV(2016)0137
3.
Date of adoption of the resolution: 14 April 2016
4.
Subject: Private sector and development

5.
Competent Parliamentary Committee: Committee on Development (DEVE)

6.
Brief analysis/assessment of the resolution and requests made in it:

The resolution is supportive of a stronger role of the private sector in development, in line with the Commission Communication "A Stronger Role of the Private Sector in Achieving Inclusive and Sustainable Growth in Developing Countries" (COM(2014) 263 final).

The resolution highlights pertinent issues and presents a balanced approach. The key role of the private sector in implementing the UN 2030 Agenda for Sustainable Development (2030 Agenda) and the importance of responsible investments are well covered in the document. As regards EU support for the local private sector in developing countries, the resolution focuses on job creation, enabling businesses and investment climate, a fair global tax system, transparency, fighting corruption and illicit financial flows, access to finance for small and medium enterprises (SMEs), vocational training, capacity building and empowerment of women. It puts an accent on fragile states and post-conflict nations.

Engaging the European and international enterprise sector for achieving sustainable development is correctly presented as a new dimension of EU strategy. The potential of the private sector’s contribution to long-term sustainable development going beyond its financial resources is appropriately covered. The resolution stresses the local establishment of value chains and distribution channels, a reduction in poverty and inequalities, the promotion of women’s rights and opportunities and environmental sustainability, increased reach and effectiveness, and further access to commercially available and affordable products, services and technology. The importance of the policy dialogue with the private sector including social dialogue as well as the EU role in the promotion of Corporate Social Responsibility (CSR), responsible business practices, agreed international standards and principles are also mentioned.

The resolution welcomes the principles and criteria outlined in the Commission’s Communication regarding EU engagement with the private sector.

The resolution highlights the vast potential for but also the risks associated with Private Public Partnerships (PPP) including in agriculture and health sector.

The Commission’s intention to expand the scope of blending to include areas beyond infrastructure is supported, such as sustainable agriculture, social sectors and local private sector development. At the same time, the resolution mentions that all blending operations must be fully consistent with development effectiveness principles, such as ownership, accountability, transparency and value added, ensuring that they pursue the Sustainable Development Goals (SDGs).

The resolution also draws on the role of manufacturing, industrialisation and added value creation.

7.
Response to the requests and overview of action taken, or intended to be taken, by the Commission:
The resolution supports the EU approach on the role of the Private Sector in development and it is a positive contribution of the European Parliament in this area.

In relation to:

(i) The 2030 Agenda, including tackling poverty, inequality, diversity of the private sector (paragraphs 2, 3, 49)

The Commission recognises the crucial role of the private sector in the implementation of the 2030 Agenda. The EU’s support for private sector development and its engagement is designed in ways that contribute to poverty and inequality reduction through decent job creation, better labour conditions, the progressive transition from the informal to the formal economy, and economic empowerment of women, girls, youth, and vulnerable groups. The programmes and partnerships are formulated to account for different local contexts and private sector actors.

(ii) Business and investment climate including in fragile states (paragraphs 5, 21, 27, 57)
The Commission contributes through promoting reforms for a better business and investment climate, developing necessary infrastructure including transport and energy, and by strengthening partner countries’ Micro, Small and Medium Enterprises (MSMEs) to create an eco-system favourable for the private sector to actively pursue positive development outcomes. Through the EU Trust Fund for the Central African Republic
, the EU Emergency Trust Fund for Africa
 and the EU Regional Trust Fund in Response to the Syrian Crisis
, the Commission also contributes to the improvement of the business and investment environment in fragile contexts.

(iii) Trade and investment policies/agreements, Economic Partnership Agreements (EPAs), import tariffs in least developed countries (LDCs), Policy Coherence for Development (paragraphs 9, 17, 25, 47)

The Commission agrees with the Parliament on the importance of Policy Coherence for Development and the strong link between trade, investment and development policies.

The Commission agrees with the remark expressed by Parliament that temporary restrictions to the movement of capital should be possible in exceptional circumstances. The Commission believes, however, that trade agreements – including WTO agreements – already include the necessary flexibility. The Commission is committed to continue including such flexibility into future trade and investment agreements, and agreements under negotiations.

The different level of development between the developing countries and the EU is duly taken into account in the design of the agreements and throughout the EPA process from negotiations to implementation. The asymmetry of the parties is matched with the asymmetry of the commitments and obligations. EPAs also include a series of principles, objectives and specific undertakings to promote development in African, Caribbean and Pacific (ACP) countries.

In terms of market access, the Commission agrees that opening up of ACP markets needs to be gradual, partial and controlled to achieve development objectives. While the EU opens up its market to all ACP products immediately, ACP partners benefit from long transition periods and are free to shield their sensitive products from liberalisation. Moreover, EPAs include special measures and safeguards allowing ACP partners to promote their industrial development and protect their infant industry, food security and natural resources.

Regarding tariffs, it is true that some developing countries, especially LDCs, still heavily depend on tariff revenues. This is why EPAs allow excluding many import-sensitive or revenue-sensitive products from liberalisation. Studies have shown that in most cases tariff revenue losses resulting from EPAs will not be significant because of the way the liberalisation is structured. Furthermore, it is not through tariff revenues that countries create economic growth and jobs, and all advanced economies have abandoned customs duties as a fiscal instrument long ago.

The Commission naturally respects the political and economic space enjoyed by developing countries within the limit of their international, regional and bilateral commitments and obligations. These can be obligations that are derived from WTO membership or from being a party to an international, regional or bilateral agreement. These commitments are based on the sovereign decision of partner countries.

Each developing country has the primary responsibility for maximising the potential of trade for inclusive growth and sustainable development through ownership, good governance and sound domestic policies and reforms. At the same time, the Commission recognises that countries most in need may need support in this respect. The EU and its Member States are collectively the world’s leading provider of Aid for Trade with roughly a third of the world’s total.

In its new Trade and Investment strategy "Trade for All"
 adopted in October 2015, the Commission undertakes to enhance the analysis of the possible effects of new free trade agreements (FTAs) on LDCs and other countries most in need, thereby specifically referring to the principle of policy coherence for development.
(iv) Private sector in the European Neighbourhood Policy (paragraph 10)

The European Neighbourhood Policy review, adopted by the Council in December 2015, recognises the importance of fostering the collaboration with the private sector in EU financial assistance initiatives. The Commission supports private sector and SME development through regional and national initiatives, including the Neighbourhood Investment Facility (NIF). Within the NIF, private sector and SME in particular, are addressed through several different instruments in the Eastern and Southern partner countries.
In the Eastern Neighbourhood the effort to consolidate EU support to SMEs (bilateral and multilateral) continues by the deployment of the unique brand name "EU4business" in the region, enhancing communication to reach directly SMEs in the countries, and improving accessibility to the programmes for smaller/ rural companies.

The general objective of the Private Sector Strategy in the Neighbourhood South is to contribute to the stabilisation of the region through inclusive economic development, by boosting the competitiveness of MSMEs and sustainable job creation.

The support to private sector and SME development is tackled in its different dimensions, namely: fostering economic reforms and improving the overall business environment; supporting competitiveness through innovation and improvement of technical skills; and facilitating financial inclusion and inclusive growth. The financial inclusion dimension will be tackled through the provision of several financial instruments (seed capital, venture capital, risk capital, guarantees, credit lines and micro lending schemes) which will be set up in 2016, with the aim of serving a wide range of beneficiaries, especially in less developed areas. Tackling the issue of inclusive growth is functional to create the conditions for more sustainable and balanced economic development which could address less advantaged categories of the population in the whole region and contribute to tackling the root causes of migration.

(v) Public Private Partnerships (PPPs) including ex-ante poverty and social impact assessments, Technical Assistance (TA) to partner countries, contractual PPPs, regulatory framework, PPPs in agriculture, infrastructure, education, healthcare (paragraphs 11, 34, 35, 36, 37, 39, 40, 41, 57, 58)

The Commission will continue to provide technical assistance to public institutions in partner countries to reinforce their administrative capacities, and set up legal and regulatory frameworks and guidelines for PPPs, promote public-private dialogue mechanisms to explore opportunities for PPPs and advocate reforms in the legal and regulatory framework, and use financial instruments to leverage private funding for infrastructure projects by reinforcing the private sector lending and equity operations of eligible financing institutions through EU blending facilities. The construction sector and the low-carbon and resource-efficient economy are examples where European expertise, through PPPs, can provide innovative solutions in areas such as renewable energy, green buildings, or other infrastructure services such as water and sanitation, waste management and transport. Looking beyond classical PPPs in the infrastructure sectors, the Commission will support new forms of partnerships and multi-stakeholder cooperation for skills development, health care, education, as well as in the areas of agriculture and nutrition, especially in rural areas, as well as support to women and other excluded groups.
The EU promotes education as a public good and human right. It should be the responsibility of the State to provide free and compulsory education for all. Private education offer, e.g. through low-fee private schools, often creates parallel systems with negative implications such as equity and affordability issues, and lack of coherence and alignment with public provision of education. The Commission has commissioned a study to identify the existing evidence of private engagement in education, thus exploring future approaches in this area (initial results of the study are expected in summer 2016). For Vocational Education and Training (VET) and Higher Education, on the contrary, links with the private sector/ PPPs can be very useful so as to ensure better linkages between job markets and training provided.

The EU promotes health as a public good and human right moving towards universal health coverage with quality health services accessible and affordable for all. PPPs need to be based on national health policies and submitted to joint health sector monitoring and dialogue processes.

In the agriculture sector, the Commission is actively supporting the implementation of the Voluntary Guidelines on the Responsible Governance of Tenure of Land, Fisheries and Forests (VGGT) adopted in 2012. The EU supported financially and technically the preparation of the VGGT.

The "Principles for Responsible Investment in Agriculture and Food Systems" (RAI) adopted by the Committee on World Food Security (CFS) in 2014 took into account the VGGT. These principles are broadly acknowledged as a reference for responsible investment in agriculture, and are promoted by the Commission.

The Commission provides specific support to the practical use of the VGGT at country level through a thematic EU programme (under DCI/ Global Public Goods and Challenges). 18 countries, most of them in Africa, are profiting from this support, which is addressing in particular legal aspects of land governance with the aim to make access and use of land more secure for rural smallholders. The Commission is also supporting the International Land Coalition (ILC).

The EU has supported PPPs in the context of its blending framework. It could be a means to enhance the participation of the private sector in development projects. The use of this particular set-up depends on the regulatory framework of the partner country.

(vi) Civil society organisations including consultation with CSOs, alignment with CSOs priorities and direct grants to CSOs (paragraphs 12, 51, 55)

The Commission systematically consults representatives of civil society organisations (CSOs) on development issues and provides a number of CSOs with financial support and grants. Representatives of the private sector (including employers’ federations and cooperatives) are consulted within the Policy Forum on Development (PFD). The PFD, launched by Commission services (Directorate-General for International Cooperation and Development) in 2013, is a multi-stakeholder space for dialogue on development issues, between civil society organisations and local authorities from the EU and partner countries, and European institutions. The PFD meets annually at the global level and at the regional level.

Through the Framework Partnership Agreements (FPAs), CSOs are encouraged as key contributors to policy-making at regional and global levels, especially in the formulation and monitoring of policies and agreements on the successful implementation of the SDGs. FPAs illustrate the commitment of the Commission to support CSOs not only as providers of aid but also as pivotal actors of governance. For example, in 2015, a Framework Partnership Agreement was signed with the International Cooperative Alliance (ICA).

Together with the trade unions, employers’ organisations constitute a specific category of CSOs, the so-called social partners. In this context, the Commission works with organisations such as the International Organisation of Employers (IOE) and the International Trade Union Confederation (ITUC).

(vii) Coordination with the EU Member States and international organisations, joint programming (paragraphs 13, 59)

Recently, the Commission has made significant progress, both regarding the EU Joint Programming (JP) and the EU Results Framework. Joint Programming is progressing well, with 14 new strategies either drafted or adopted in the last 12 months. There are now 37 EU partner countries which have JP roadmaps, 30 with joint analyses and 25 with joint strategies. This represents an important step forward in terms of donor coordination to maximise impact. The EU Results Framework was launched in 2015 and will measure the results achieved in terms of specific EU contributions to development outcomes in partner countries. The first results collected using this approach will soon be published, improving the transparency and accountability of EU development spending.

The Commission works in close coordination with the EU Member States when formulating the programmes regarding the support to the private sector development and when partnering with the private sector. This close coordination is carried out both at the level of the Union Delegations and EU Member States’ Embassies in the partner countries and at Headquarters through, for example, expert group meetings. The Commission is in regular contact with the relevant international organisations such as World Bank Group, United Nations Industrial Development Organization (UNIDO) and Consultative Group to Assist the Poor (CGAP) regarding the private sector development and engagement for development.

(viii) Responsible investments, sustainable value chains, industrialisation and endorsement of UNCTAD’s Action Plan for investing in the SDGs (paragraphs 6, 16, 57)

The EU will invest over EUR 2 billion to support local private sector development and facilitate responsible and inclusive private sector investment in development by 2020. The Commission will implement this strategy through National and Regional Indicative Programmes and through thematic programmes.

The Commission agrees on the importance of the integration of the developing countries in global value chains and their industrialisation. The new EU trade policy strategy ("Trade for All" from October 2015) recognises the importance of responsible management of supply chains and fair trade. The Commission has already taken action on responsible management of supply chains in various internal and external policies, both in the context of broader partnerships with third countries (e.g. the Bangladesh Sustainability Compact and the Labour Rights Initiative with Myanmar) and through sector-specific initiatives (e.g. conflict minerals, illegal logging, corporate reporting and transparency).

Many programmes and projects at regional and national level, particularly in Africa, address industrialisation aspects (agribusiness, leather sector, pharmaceutical sector). The Commission is currently working in close connection with the World Bank and other development partners to assist the developing countries through the Competitive Industries and Innovation Programme, including through the establishment of PPPs.

The Commission considers that UNCTAD should play an important role in the implementation and monitoring of the 2030 Agenda for Sustainable Development and the Addis Ababa Action Agenda through, among others, enhancing the cooperation between the private and public sector for development. The Commission may envisage the endorsement of UNCTAD’s Action Plan for investing in the SDGs as long as the activities remain focused on UNCTAD’s mandate in order to avoid any overlap with the mandates of other international organisations and concentrate on areas where UNCTAD has built a competitive advantage.

(ix) Capacity building of local SMEs, support to cooperatives and smallholder farmers (paragraphs 19, 20, 23, 31, 33)

Through its geographic and thematic programmes, the EU will invest over EUR 2 billion to support local private sector development and facilitate responsible and inclusive private sector investment in development by 2020. EU action will focus on promoting and enabling business environment, responsible business practices, including in global supply chains and in specific sectors (e.g. garments), and private sector engagement. The EU will step up support to micro, small and medium-sized enterprises, and increase access to finance especially for youth, women and the rural population.

The Commission recognises the crucial role of smallholders and producers’ organisations as key actors to reach development objectives, in particular in the field of agriculture. Agriculture can remain a primary engine of rural growth and poverty reduction. The Commission has therefore placed small scale farmers at the heart of its assistance strategies, especially in Africa.

(x) Domestic mobilisation of resources, tax evasion, tax systems, illicit financial flows, Country by Country Reporting (paragraphs 22, 24, 47)

The Commission fully endorses the need to substantially strengthen the developing countries’ efforts in improved Domestic Resource Mobilisation and its efficient use, and is committed to the Addis Tax Initiative (ATI). The Commission’s Staff Working Document "Collect More – Spend Better"
 outlines and addresses both the revenue and expenditure side of Domestic Public Finance holistically. This support will focus on the further inclusion of developing countries in global tax governance structures and strengthening the local capacity of tax administrations.

Since illicit financial flows are a global issue, the EU also strengthens its global partnership on this matter and increases its cooperation with and support to developing countries in the fight against tax evasion, tax avoidance and illicit financial flows.

The Commission has consistently shown leadership on good governance in tax matters and promoted the principles of transparency, information exchange and fair tax competition that are now gaining traction worldwide.

The Commission recognises that tax policies should not have negative spill-over effects on developing countries, and their vulnerabilities in tax matters should be duly taken into account in the design of the external dimension of tax policy. This is duly reflected in the External Strategy for Effective Taxation presented by the Commission in January 2016, as part of the Anti-Tax Avoidance Package (ATAP). The Commission has proposed to launch a debate with Member States, within the Platform on Tax Good Governance, on how to apply a balanced approach to negotiating bilateral tax treaties with low-income countries, taking into account their particular situation. The Addis Ababa Action Agenda and the implementation of OECD "Base Erosion and Profit Shifting" (BEPS) treaty-related measures could be an opportunity for Member States to reconsider aspects of their bilateral tax treaties with developing countries, such as provisions on withholding taxes.

On 12 April 2016, the Commission tabled a proposal for a public Country-By-Country Report. Supplementing other proposals to introduce sharing of information between tax authorities, it would require multinationals operating in the EU with global revenues exceeding EUR 750 million a year to publish key information on where they make their profits and where they pay their tax in the EU on a country-by-country basis. The same rules would apply to non-European multinationals doing business in Europe. In addition, companies would have to publish an aggregate figure for total taxes paid outside the EU. This proposal for a Directive has been submitted to the European Parliament and the Council of the EU, and the Commission hopes that it will be swiftly adopted in the co-decision procedure.

(xi) Work with DG GROW on Enterprise Europe Network (EEN) (paragraph 23)

The responsible Commission services (DG GROW and DG DEVCO) agree with the approach suggested, as long as replication of Enterprise Europe Network (EEN) is intended as "helping the development of SME support infrastructure in the concerned countries" so as to get local infrastructure that could interact with EU SME support infrastructures (i.e. EEN among others). This can be implemented through a variety of actions including those facilitating access to finance.

DG GROW will support DG DEVCO, at an initial stage, by offering exchange of best practices and, at a subsequent stage, to promote collaboration and mentoring between business support organisations.

(xii) European Investment Bank including ACP Investment Facility, external mandate (paragraphs 26, 38, 54)

The European Investment Bank (EIB) undertakes operations outside the EU in support of EU external relations policies, including climate change and international cooperation and development, either based on a mandate from the EU with an EU guarantee under the European Parliament and the Council Decision No 466/2014/EU, referred to as the "external lending mandate" (ELM), or at its own risk under dedicated facilities created in the EIB, referred to as "facilities". Both taken together have traditionally made up around 10% of the EIB total lending activities outside of the EU. In addition, the EIB manages the ACP Investment Facility.

The Decision establishes ELM with an overall ceiling of EUR 30 billion for all EU guaranteed loans, loans guarantees and debt capital market instruments granted or issued for the benefit of EIB investment projects in favour of eligible countries as listed in Annex III of the Decision. This overall ceiling is broken down into a fixed ceiling of a maximum amount of EUR 27 billion and an optional additional amount of EUR 3 billion.

The ACP Investment Facility (IF) is a revolving fund financed from the EDF envelope directly entrusted to the EIB. It is a risk-bearing instrument whose mission is to invest in a context where private sector investors are reluctant to do so and, thereby, aiming to fill financing gaps in the market.

The Investment Facility is complemented with EIB Own Resources (OR), which operate on a broadly self-financing basis i.e. operations are funded by borrowing on capital markets and covered with a specific guarantee from EU Member States.

Both the IF and OR follow the same developmental objectives of promoting economic growth through support to private sector initiatives and to public sector projects that contribute to private sector development and creation of a competitive business environment.

The EIB is investing in higher risk private sector projects with high social and environmental development outcomes through a EUR 500 million Impact Financing Envelope (IFE) in the context of the ACP Investment Facility.

(xiii) Gender, empowerment of women, and financial inclusion for women (paragraph 28)

In the framework of the new Gender Action Plan 2016-2020 (GAP), the Commission will continue investing in efforts to make women’s economic and social empowerment central to the EU’s external relations, will seek to ensure that work to promote inclusive growth gives due consideration to gender dimensions, and will continue to contribute to women’s active participation in the economy and to the prevention of economic exploitation. In particular, the Commission will do so by contributing to improving access by women of all ages to decent work and to the national social protection floors, increasing women’s equal access to financial services and to the use of, and control over, land and other productive resources, as well as supporting women entrepreneurs and the promotion of vocational education and training for women and girls (objectives 13, 14 &15 of the GAP).

In order to achieve these commitments, it is crucial and mandatory under all EU external actions to carry out a gender analysis to inform the decision making process, assessing the differential impact of economic reforms, regulations and programs on women and men and identifying the main barriers to women’s equal access to markets, private sector development services, financial services and entrepreneurship. Furthermore, sex and age disaggregated data and gender sensitive indicators must be collected on all aspects of the economy in order to track and measure the impact of activities promoted by the private sector on women’s lives and rights. Working with the private sector, social entrepreneurs and grassroots organisations to improve the reach of interventions will also be considered.

Regarding the current EU Financial Framework 2014-2020, a number of targeted actions are to be funded in order to promote gender equality and women’s empowerment: EUR 100 million will be committed to improve the lives of girls and women through the DCI-GPGC 2014-20, "Social Inclusion and Human Development" envelope. Of this, EUR 70 million is earmarked for the Gender, Women Empowerment and Girls Rights budget line. In 2016, a call for proposals will be launched on gender equality (around EUR 31 million).

(xiv) Human, business, social rights, International Labour Organisation (ILO) standards, non-financial Reporting, Corporate Social Responsibility (CSR), conflict minerals (paragraphs 29, 32, 45, 46, 48, 49)

The Commission acknowledges the central importance of working on the link between business and human rights through a comprehensive and multi-stakeholder approach with companies, civil society organisations, local communities and all relevant actors such as the national human rights institutions that are bridging the gaps between CSOs and governments.

The Commission works together with the EU Members States to put into practice the commitments made under the Action Plan on Human Rights and Democracy 2015-2019. In particular, the Commission is actively moving towards a Rights-Based Approach to integrate human rights concerns in all its development cooperation programmes.

The Commission encourages companies to adopt responsible business practices wherever they operate, and to adhere to internationally recognised guidelines and principles on Corporate Social Responsibility, notably UN Guiding Principles on Business and Human Rights, OECD Guidelines for Multinational Companies, and UN Global Compact. In the implementation of internationally agreed standards such as relevant ILO norms (e.g. core labour conventions), within-country or within-region multi-stakeholder initiatives are considered an effective tool.

Under the European Instrument for Democracy and Human rights (EIDHR), several initiatives have been launched, such as:

1. Support to National Human Rights Institutions (NHRIs) at global and regional level in order to increase their knowledge and expertise in the field of Business and Human rights (EUR 5.15 million).

2. Support to civil society organisations and other actors (such as social partners) in the implementation of the UN Guiding Principles on Business and Human rights: almost EUR 5 million dedicated in the 2016 EIDHR global call for proposals.

3. Support to ILO in improving the capacities and knowledge of the governments of six selected EU trading partner countries (Cabo Verde, Mongolia, Pakistan, Panama, Paraguay and Thailand) in complying and contributing to the implementation of the eight fundamental ILO Conventions (EUR 1M).

In the area of conflict minerals the Commission is closely working with the OECD and other development partners, including the Civil Society and the Private Sector for the identification of the accompanying measures to the relevant EU Regulation and initiative on responsible mineral supply chains.

(xv) Role of EU Delegations including platforms with private sector (PS) and training (paragraphs 31, 56)

The EU Delegations play a key role in identifying and managing aid projects and programmes, including those to support local private sector development. They also contribute to encourage inclusive public-private policy dialogue by promoting existing and new mechanisms. The Delegations can, for example, facilitate the setting-up and functioning of the EU Business Fora and similar platforms. Such fora have been recently created in various African countries such as Ethiopia, Ghana, Uganda and Tanzania. The EU Delegation to Senegal signed a Memorandum of Understanding with European investors present in the country. Based on these first experiences, these activities can be replicated in other partner developing countries.

The Commission is currently revising its guidance documents on private sector development and engagement, and provides regular trainings for colleagues in EU Delegations. Specific e-training courses are also available.

(xvi) Energy and climate change (paragraph 38)

The Commission will continue to support renewable and green energy projects in developing countries, in particular in remote rural areas, in a sustainable manner. At least 20% of the EU’s budget, about EUR 2 billion per year up to 2020, will be invested in climate-relevant actions. In addition, the EIB, currently the world’s largest provider of climate finance with about EUR 2 billion per year allocated to climate-related projects in developing countries, will ensure that at least 25% of its financing operations support climate change mitigation and adaptation, and that at least 35% of such operations are in developing countries by 2020.

Climate Change windows have been established in all regional blending facilities. Since 2007, about EUR 1.6 billion have been committed to 185 projects with an estimated volume of EUR 30 billion, also attracting financing from private investors.

Climate Change financing has also been discussed in-depth in the context of the EU platform for blending in external cooperation (EUBEC), in which the European Parliament participates.

Through its commitment to SDG 7 and support to the objectives of the Sustainable Energy for All (SE4ALL) initiative, the EU will allocate EUR 3.7 billion up to 2020 to the energy sector that is expected to leverage around EUR 30 billion of energy investments in developing countries. Through its ElectriFI initiative, the EU will continue to support renewable and sustainable energy in developing countries, with a total of EUR 270 million of EU investments envisaged by 2017. ElectriFI is an innovative mechanism to unlock, accelerate and leverage investments increasing or improving access to affordable, reliable, sustainable and modern energy. The initiative was launched by the European Commissioner for International Cooperation and Development, Neven Mimica, at COP21 in December 2015.

(xvii) Strengthening the partner governments’ capacities, budget support (paragraphs 42, 58)

The EU recognises that private sector development strongly hinges on effective public institutions.

EU development cooperation places a strong emphasis on improving governance particularly through the EU Budget Support Contracts. Stability-oriented macroeconomic management and progress in the management of public finances and budgetary transparency are central requirements in such contracts and form the object of policy dialogue and accompanying capacity building measures. EU Budget Support Contracts are furthermore an effective modality for advancing policy reforms as well as focussing on results in public service delivery. All contracts also consider anti-corruption efforts and the rule of law environment.

Governments need to create sufficient fiscal space, through efficient domestic resource mobilisation and through efficient, effective and transparent public expenditure, in order to invest in a business enabling environment that allows for sustainable economic growth and employment creation. The Commission is supporting developing countries in addressing these challenges through a wide range of programmes. The Collect More – Spend Better approach outlines four particular challenges that need to be taken into account: (1) Subsidy programmes, (2) Improvements on Public Investments, including in the context of Private Public Partnerships, (3) Public Procurement, and (4) Debt Management.

(xviii) Blending, programmes and cooperation on PS with financial institutions including EDFIs (paragraphs 7, 44, 53)

The EU Blending Framework includes different blending facilities and covers all regions of EU external cooperation. From the creation of the first facilities in 2007, more than EUR 2.7 billion of EU grants have leveraged almost EUR 23 billion of loans by financial institutions and regional development banks and lead to more than 270 projects in EU partner countries with a total investment volume of more than EUR 50 billion. Until 2020, a significantly higher amount could be made available for the existing blending facilities, in close cooperation with multilateral European Finance Institutions and Development Finance Institutions of EU Member States.

The Commission remains committed to ensuring the additionality of the blending operations and their consistence with development effectiveness principles. The current set-up of the EU blending facilities includes the exchange on strategic orientations with beneficiary countries and/ or relevant regional organisations in dedicated strategic meetings, under the ownership principle of EU development cooperation.

Innovative instruments, such as the ElectriFI or AgriFI initiatives, have been developed to promote private sector investments in rural electrification and agriculture. The increasing involvement of the European Development Finance Institutions (EDFIs) such as Netherlands Development Finance Company (FMO), Deutsche Investitions- und Entwicklungsgesellschaft mbH (DEG), Société de Promotion et de Participation pour la Coopération Economique (PROPARCO), and Belgian Investment Company for Developing Countries (BIO), will enable the EU blending facilities to better address the issues related to private sector development.

Discussions in the EU Platform for blending, involving the European Parliament, include exchanges on the issue of private sector engagement in blending.

(xix) Framework for partnerships with PS, strategy of alignment of the PS with development priorities of developing countries, partnerships and alliances with the private sector (paragraphs 5, 21, 27, 44, 50, 51, 52)

The Commission is currently working on a framework which concerns a formal and voluntary form of non-financial cooperation of the Commission or/ and EU Delegations with one or more business entities. It formulates and codifies in clearer operational terms the EU approach to private sector engagement. It intends to design and implement specific, jointly identified and sustainable development solutions in order to contribute to the impact of EU international cooperation and be in line with development objectives and priorities in partner countries.

The Commission contributes to the development of a framework for dialogue and effective joint action with the private sector through reinforcing existing initiatives, including Policy Forum on Development (PFD).
An indicator for measuring the "Engagement and contribution of the private sector to development" has been developed as part of the monitoring framework of the Global Partnership for Effective Development Cooperation (GPEDC). This should be used, amongst other sources, to assess the quality of public-private dialogue in developing countries.

However, there are some specific points in the resolution where the Commission would have reservations with the position presented or the requests made for it to take action. This concerns in particular:

(i) The call on the Commission to include mandatory and publicly available ex-ante poverty and social impact assessments when development programmes are implemented together with the private sector (paragraph 11). There is no need for a separate mandatory procedure. When implementing development programmes together with the private sector, the Commission assesses the potential impacts of the activity in the same way as when working with any other implementing partners. Moreover, the 2014 Communication on “A stronger role of the private sector in achieving inclusive and sustainable growth in developing countries” contains clear principles and criteria when working with the private sector.

(ii) The call on the EU expressed in paragraph 51 to develop a strategy to ensure private sector alignment with the civil society in developing countries. The private sector should align its business strategies to be compatible with the universal 2030 Agenda and the relevant SDGs. The Commission engages with the private sector in order to encourage this. The Commission fully agrees that the EU and its Member States should contribute to developing partnerships among the private sector, civil societies and national governments.
(iii) Paragraph 37 in which the European Parliament recommends that G8 New Alliance projects be replaced with initiatives under the Comprehensive Agriculture Development Programme (CAADP). The New Alliance is an integral part of CAADP, and cannot be replaced by it. This is exemplified by the fact that the New Alliance, in which ten African Governments are in the lead, is being coordinated from within the African Union Commission, as part of CAADP.

Over the past years, the EU has been a strong proponent of inclusive processes. This has for instance been the case in the CAADP programme in Africa, which brought civil society, private sector and farmers organisations around the same table with Governments, international organisations and development partners. The CAADP programme provided a model for inclusive processes in terms of planning, implementation, monitoring and accountability. The EU has supported CAADP and facilitated the inclusiveness of the processes in many ways.

------------

� Commission Decision C(2014) 5019 of 11 July 2014 on the establishment of the European Union Trust Fund for Central African Republic "Bêkou EU Trust Fund".


� Commission Decision C(2015) 7293 of 20th October 2015 on the establishment of a European Union Emergency Trust Fund for stability and addressing root causes of irregular migration and displaced persons in Africa.


� Commission Decision C(2014) 9615 of 10 December 2014 on the establishment of a European Union Regional Trust Fund in response to the Syrian crisis, "the Madad Fund".


� Commission COM(2015) 497 of 14th October 2015. "Trade for All. Towards a more responsible trade and investment policy".


� Commission SWD(2015) 198 of 15 October 2015.
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