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aid effectiveness

The Commission is also actively promoting PCD amongst its services
through the following mechanisms:
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An Inter-Service Group on PCD was created in July 2006, comprising
participants from all Commission services working in the 12 areas of
PCD commitments. The main aims of the Group are to identify and re-
inforce the development perspective, particularly in the early stages of
formulation of new Commission policy proposals, as well as to monitor
progress made on each of the 12 EU PCD commitments.

Inter-Service Consultations are carried out routinely to allow Commission
services to express their views and demands on policy proposals that
may have an impact on development policies and/or developing coun-
tries. A list of proposals to be reviewed is drawn up annually.

In 2002, the Commission introduced an Impact Assessment System
to evaluate the possible consequences of policy proposals and assess
alternatives.

An informal EU PCD network was created in 2003 on the initiative of
the Commission’s Directorate-General for Development. It provides a
forum for information and discussions between the Commission and
EU Member States, and is an important tool for building capacity and
expertise on PCD issues.

May 2005 GAERC Conclusion
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Another major step concerns accountability and transparency in the follow-
up to EU PCD commitments. The Council gave the Commission a mandate
to monitor progress on commitments on the basis of a biennial EU PCD
Report** The aim of this report is to encourage further development of
PCD, taking into account feedback from developing countries, civil society
and the European Parliament, and to serve as a public information tool.
It will cover progress achieved by EU Member States, the EU Council of
Ministers and the Commission. The last-named has developed a question-
naire, in close collaboration with all concerned services and Member States,
in preparation for the first EU PCD Report, to be issued by the Commission
in 2007.
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- ENVIRONMENT AND CLIMATE CHANGE

Environment and climate change are among the twelve prior-
ity areas on which the EU made explicit commitments in 2005.
During 2006 a number of practical steps were taken to improve
coherence, including establishing an inter-service group on in-
tegration of environmental issues in development co-operation.
Environmental Profiles are now prepared as background for
all Country and Regional Strategy Papers, and Environmental
Impact Assessments are systematically undertaken to help de-
sign those programmes that affect the environment. Strategic
Environmental Assessments are increasingly used on sector-
wide programmes.

Preparations are in hand to increase assistance to developing
countries through Multilateral Environmental Agreements
(MEAs). In May 2005 the Commission adopted an action plan
to strengthen support for biodiversity and ecosystem services
in EU external assistance, helping partner countries and regions
to integrate biodiversity in their development strategies. The
Commission also promotes mechanisms to protect developing
countries from obsolete pesticides.

Work on policy coherence in the area of climate change builds on
the 2004 EU Action Plan on Climate Change and Development,
fostering four strategic priorities: raising the policy profile of
climate change; supporting adaptation to climate change; sup-
porting mitigation and low greenhouse gas development paths;
and capacity building. Specific support projects have been
funded so far under the environment and tropical forest budget
line and include, for example, capacity building and training.
As from 2007 onwards projects will be funded under the new
Environment and Natural Resources Thematic Programme.

During 2006, international forums and new analyses, for ex-
ample the Stern report, underscored the importance of early
action. One area where insufficient action would have a dis-
proportionate effect on developing countries, especially the
poorest ones, is the extreme weather phenomena - an area
where the Commission is working on a strategy for disaster
risk reduction. Other initiatives are to limit deforestation and to
assist developing countries, especially in Sub-Saharan Africa, in
benefiting from the Clean Development Mechanism.

Co-ordination, complementarity and coherence
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aid effectiveness

1.6.3 Complementarity

Excessive fragmentation of development assistance has led to dispersion,
duplication and even contradiction in aid activities, reducing their potential
impact through the accumulation of unnecessary administrative costs,
and increasing the burden on the partner countries: the EU Donor Atlas
underlines the gaps and duplications. Greater complementarity of activities
is a key factor in increasing aid effectiveness. The recent evaluation of the
3Cs**, jointly undertaken by the evaluation services of the EU**, reports that
".. Member States and the Commission have a remarkably low level of perform-
ance...they apply ill-equipped processes, tools and systems that underperform in
dealing with today’s complex ODA environment... Complementarity constitutes
a clear (overt) management objective for EU donors and cannot be reduced to
the simple strategy of avoiding overlap in ODA efforts between Member States
and the Commission, currently the most common practice in place. In other
words, it is intrinsic to the co-ordination function to seek complementarity in an
effort to add value to the resources at management’s disposal.”

Aiming at a coherent system where all actors, including new donors and
civil society, contribute to the construction of an efficient development
effort is one of the ultimate goals of co-ordination and harmonisation.
Committed to moving from words to action through the adoption in April
2006 of a package of measures to deliver ‘more, better and faster”, the EU
agreed to achieve clear results in progressing on complementarity, as an
important element in implementation of the European Consensus and the
Paris Declaration.

The EU dimension created by the European Consensus, which merges the
Community and bilateral spheres, is a new process. It requires an appro-
priate and participatory working methodology, based on the collective
work undertaken on decisions related to EC aid. The process — evolved,
since 2004, over seven EU presidencies — has resulted in a work plan devel-
oped jointly by the Commission and the Finnish, German and incoming
Portuguese and Slovenian presidencies. A detailed mandate was adopted
in the General Affairs and External Relations Council of October 2006, set-
ting up the political framework and guiding principles for further progress
on complementarity. Within this framework, the Commission will produce
an EU Code of Conduct, comprising operational principles on the divi-
sion of labour between donors, for adoption in 2007. Implementation and
monitoring of the agreed principles should follow during the Portuguese
and Slovenian presidencies.

25 Evaluation of Co-ordination and Complementarity of European Assistance for Local
Development, 14/10/2006. The Evaluation of the 3Cs is composed of 6 studies co-
ordinated by a Task Force composed of Heads of Evaluation Services from the European
Commission, the United Kingdom, Belgium, France, Germany, The Netherlands, Ireland,
Sweden, Portugal, Italy, Czech Republic and Poland. The chair (Sweden) of the Task Force
is supported by a small Secretariat (EC, Belgium, and Netherlands)
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Middle Income developing Countries (MICs), with an average income per
capita of just USS 3.80/day**, account for two-thirds of world population,
constitute over 90% of GDP of developing countries, and are home to over
80% of the developing world's population and over 70% of its poor people
(those who live on 1 dollar a day or less). The Commission recognises that
growth is an essential precondition for social development and poverty
alleviation strategies, but is not sufficient on its own. In many fast-growing
MICs, technological change, globalisation, demography and demand for
skilled labour have contributed to the widening of the income distribution
gap, due to the fact that such growth has not been accompanied by an
effective fiscal, pro-poor policy agenda. The risk of a MIC retrograding to
low-income country (LIC) status should not be underestimated. Further
well targeted and policy/performance-driven Official Development Aid
(ODA) is essential if fragile or potentially unstable MICs are to stabilise their
economies, support reform and promote development, trade integration
and social cohesion.

Given shared cultural values and common objectives on many important
policy issues, and long-standing political, economic and co-operation links,
the EU has established strategic partnerships with many countries in the
Neighbourhood, Asia and Latin America. This co-operation includes pol-
itical dialogue, stimulating economic growth and commercial exchange,
encouraging regional integration, tackling inequality and promoting social
cohesion, and tailoring development and aid policy more closely to real
conditions. Poverty alleviation and especially social cohesion is at the heart
of the Commission’s aid and co-operation policy for the period 2007-2013.
The EC also encourages certain leading MICs to play an ‘anchor’ role at
regional level, notably within the framework of deeper South-South trade
integration and partnership.

The EC provides significant support to MICs to attain the Millennium
Development Goals and implement better fiscal and public expenditure
policies through the new financial instruments (DCI, ENPI, and the Stability
Instrument). Most EC aid to Lower Middle Income Countries includes
budgetary and sectoral support programmes that focus on poverty

26 World Bank, 2006

reduction and social cohesion. In particular, the Commission is active in
sectors such as health, education, democracy and human rights, food se-
curity and sustainable development. This holistic approach creates the
preconditions for sustainable poverty reduction and promotes the suc-
cessful integration of poor people in society.

2006 was an important year for the finalisation of negotiations between
the Commission, the Council and the European Parliament on the new
external action instruments for delivery of EC assistance for the period 2007-
2013. Negotiations started following the Commission’s Communications
of February 2004 (“Building our common Future”)*’, of 14 July (Financial
Perspectives 2007-2013) **, and of 29 September “*: these set out the frame-
work for a new and simplified political and administrative structure. Until
2006, it had at times proved difficult to manage the EC's programmes with
such a mixed and complex set of instruments.

Nine financing instruments will now replace the geographical and the-
matic regulations that had evolved in an ad hoc manner, with significant
differences in programming and comitology. In addition, the European
Council of December 2005 had decided that geographic co-operation
with the ACP countries, except South Africa, and the Overseas Countries
and Territories (OCTs) should not be budgetised, but should continue to
be funded through an inter-governmental European Development Fund.
However, the time horizon of the 10 EDF (total funding €22 682 million)
was aligned with the financial perspectives and extended to 2013.

Four instruments will implement specific policies on geographical cov-
erage: the Instrument for Pre-accession Assistance (IPA), the European
Neighbourhood and Partnership Instrument (ENPI), the Instrument for
Development Co-operation (DCl), and the Instrument for Co-operation
with Industrialised Countries (ICl). As a complement to these, five horizon-
tal instruments will address particular needs: an Instrument for Stability
(IfS), an Instrument for Nuclear Safety Co-operation (INSC), and a European
Instrument for Democracy and Human Rights (EIDHR), plus the already ex-
isting humanitarian aid and macro-financial assistance instruments which
remain unchanged.

27 COM(2004) 101
28  COM(2004) 487
29 COM(2004) 626 to 630
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The DCl covers geographical co-operation with developing countries with
the exception of the African, Caribbean and Pacific (ACP) countries where
financial co-operation is still primarily through the European Development
Fund. The DCl also covers also five thematic programmes: ‘Investing in
People’; 'Environment and Sustainable Management of Natural Resources,
Including Energy’; ‘Non-State Actors and Local Authorities’; ‘Food Security’;
and 'Migration and Asylum’. Thematic programmes benefit not only DCI-
eligible countries but also ENPl and ACP countries, including the Overseas
Countries and Territories (OCTs). Both the DCl and the 10™ EDF are based
on the European Consensus on Development, and both incorporate the
principles of aid effectiveness and donor co-ordination.

Co-operation will be implemented through country, regional and thematic
strategy papers and multi-annual indicative programmes, as well as annual
action programmes, which are subject to the new democratic scrutiny pro-
cedure established under the Inter-Institutional Agreement. This procedure
foresees that the Commission will systematically inform and consult the
European Parliament and the Council by sending draft country, regional
and thematic strategy papers. The Commission has undertaken to enter
into a regular dialogue with the European Parliament on the strategy papers
and to take due account of the position of the European Parliament when
implementing the strategies.

The programming for Asian, Latin American and European Neighbourhood
countries was largely completed and, in order not to slow down delivery
of assistance in 2007, an informal dialogue between the institutions on
the ENPI and DCI draft strategies was launched once political agreement
had been reached. The dialogue for the strategies covered by democratic
scrutiny will continue in 2007, following the formal entry into force of all
these instruments. Detailed Communications defining the approach and
contents of each thematic programme were approved in January, and
this was followed by a detailed programming process for each thematic
programme. The process will be completed in early-2007 to allow imple-
mentation soon thereafter.

Programming with ACP countries was launched early in the year dur-
ing the regional seminars that brought together the Commissioner for
Development, Louis Michel, the National and Regional Authorising Officers
of each of the regions, Commission and European Investment Bank staff
members, and representatives of the Member States. The programming dia-
logue is in progress and should culminate in Country and Regional Strategy
Papers ready for signature by mid-2007, with implementation starting in
January 2008.

preparations for new financial instruments

IPA (total funding: € 11468 million) supports the membership
perspective of candidate countries (Croatia, Turkey, the former
Yugoslav Republic of Macedonia) and potential candidate coun-
tries (Albania, Bosnia and Herzegovina, Montenegro, Serbia and
Kosovo under UNSCR 1244), and is managed by the Directorate-
General for Enlargement.

ENPI (total funding: €11 181 million) aims to build a privileged
partnership with neighbouring countries, bringing them
closer to the Union. The instrument covers 17 countries from
the Mediterranean (including Jordan), Eastern Europe, Russia
and Caucasus.

DCI (total funding: € 16897 million) covers geographical co-
operation with developing countries with the exception of the
African, Caribbean and Pacific Countries (ACPs). In addition to
geographical co-operation, the DCl also contains thematic pro-
grammes which replace the existing thematic regulations and
also apply to countries that are eligible for funding under the
ENPI and the EDF.

ICI (total funding: €172 million) relates to co-operation and
exchange programmes with 15 industrialised countries and
high-income territories, and is managed by the DG for External
Relations.

IFS (total funding: €2 062 million) has two objectives: crisis re-
sponse and preparedness, and longer-term challenges with a
stability or security aspect. IFS cover all third countries, except
industrialised countries, and will be complementary to the
geographical instruments, providing assistance designed to
establish the necessary conditions for the normal implementa-
tion of assistance.

EIDHR (total funding: € 1 103 million) aims at supporting human
rights and democracy, including civil society institutions, and
includes the funding of election observation missions. EIDHR
covers all third countries.

INSC (total funding: €524 million) provides the means to support
the promotion of a high level of nuclear safety and radiation
protection, and the application of efficient and effective safe-
guards for nuclear material in third countries. Assistance under
INSC is complementary to any assistance provided under the
other external co-operation instruments.

Humanitarian aid and macro-financial assistance are managed
respectively by the DG for Humanitarian Aid (ECHO) and the DG
for Economic and Financial Affairs.
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