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The Peer Review Process

The DAC conducts periodic reviews of the individual development co-operation efforts of DAC members.
The policies and programmes of each member are critically examined approximately once every four or five
years. Five members are examined annua | | vy . The OECDO s -opPrativneDireciprate provide€
analytical support and is responsible for developing and maintaining the conceptual framework within which the
Peer Reviews are undertaken.

The Peer Review is prepared by a team, consisting of representatives of the Secretariat working with
of ficials from two DAC members who are designated
memorandum setting out the main developments in its policies and programmes. Then the Secretariat and the
examiners visit the capital to interview officials, parliamentarians, as well as civil society and NGO
representatives of the donor country to obtain a first-hand insight into current issues surrounding the
development co-operation efforts of the member concerned. Field visits assess how members are implementing
the major DAC policies, principles and concerns, and review operations in recipient countries, particularly with
regard to poverty reduction, sustainability, gender equality and other aspects of participatory development, and
local aid co-ordination.

The Secretariat then prepares a dr adperationevipioh is the basis
for the DAC review meeting at the OECD. At this meeting senior officials from the member under review
respond to questions formulated by the Secretariat in association with the examiners.

This review contains the Main Findings and Recommendations of the Development Assistance Committee
and the report of the Secretariat. It was prepared with examiners from Australia and the United States for the
Peer Review on 26 June 2007.

In order to achieve its aims the OECD has set up a number of specialised commi
One of these is thBevelopment Assistance Committewhose members have agreed t
secure an xpansion of aggregate volume of resources made available to develo
countries and to improve their effectiveness. To this end, members periodically re
together both the amount and the nature of their contributions to aid programmes, bila
and mutilateral, and consult each other on all other relevant aspects of their developn
assistance policies.

The members of the Development Assistance Committee are Australia, Au
Belgium, Canada, Denmark, Finland, France, Germany, Greece, Ireland;, Wfalpan,
Luxembourg, the Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, Switze
the United Kingdom, the United States and the Commission of the European Communitie
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List of Acronyms
ACP African, Caribbean and Pacific countries
AIDCO EuropeAid Ceoperation Office
APRM Africa Peer Review Mechanism

CODEV  Council Working Group on Development

CSP Country Strategy Paper

DAC Development Assistance Committee

DCI Development Capperation Instrument

DEV Directorate General for Devedment and Relations with African, Caribbean
and Pacific Countries

DRC Democratic Republic of Congo

EDF European Development Fund

ECHO European Commission DirectoraBeneral for Humanitarian Aid

EIB European Investment Bank

EIDHR European instmment for Democracy and Human Rights
ELARG Directorate General Enlargement

ENP European Neighbourhood Policy
ENV DirectorateGeneral for Environment
GBS Global budget support

GHD Good Humanitarian Donorship

GNI Gross National Income

HAC Humanitaran Aid Committee

IfS Instrument for stability

IQSG Inter-Service Quality Support Group

LDC Least Developed Country
LRRD Linking relief, rehabilitation and development

MDGs Millennium Development Goals

MIC Middle Income Country

NAO National Auttorising Officer

NGOs Non-governmental organisations
NIP National Indicative Programme
OCT Overseas Countries and Territories
ODA Official development assistance

0QSG office Quality Support Group

PCD Policy coherence for development
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PHARE Programme for Eastern Europeds emerging
PIU Project Implementation Unit

PRSP Poverty reduction strategy paper

RELEX  Directorate General for External Relations
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ROM Resultsoriented monitoring system

SADC Southern Afica Development Goperation
SSR Security System Reform

SWAP Sector wide approach

TRADE Directorate General Trade

usD United States dollar
Signs used:
EUR Euro

USD United States dollar

() Secretariat estimate in whole or part

- Nil

0.0 Negligible

. Not available

é Not available separately but included in total

n.a. Not applicable

Slight discrepancies in totals are due to rounding

Exchange rates (EUR per USD)
2002 2003 2004 2005 2006

1.0611 0.8851 0.8049 0.8046 0.7967
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The

ECO6s

EC

Change
Net ODA 2004 2005 2004/05]
Current (USD m) 8704 9390 7.9%
Constant (2004 USD m) 8704 9224 6.0%
In Euro (million) 7006 7555 7.8%

Top Ten Recipients of Gross ODA

(USD million)
1 Turkey 360
2 Serbia & Montenegro 262
3 Morocco 258
4 Afghanistan 234
5 Congo, Dem. Rep. 232
6 Egypt 224
7 Palestinian Adm. Areas 197
8 India 164
9 Mozambique 162
10 Tanzania 161

Al
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European Community: essential glossary

Treaties. The Treaty of Rome (1957) established the European Community. The Treaty of Maastricht (1992) established
the European Union and included development co-operation in the objectives. The Treaties of Amsterdam (1997) and Nice
(2001) have further refined attention to development issues. The treaty establishing the European Constitution (2004) was
signed, but rejected in referendums in France and the Netherlands, and as yet is not ratified.

European Community (EC). Founded by Belgium, France, Germany, Italy, Luxembourg, and the Netherlands (1957).
Successive enlargements brought in Denmark, Ireland and the United Kingdom (1973), Greece (1981), Portugal and Spain
(1986), Austria, Finland and Sweden (1995), the Czech Republic, Estonia, Latvia, Lithuania, Hungary, Poland, Slovenia,
Slovakia, Cyprus and Malta (2004) and Bulgaria and Romania (2007).

European Union (EU). The EU is the association of the Member States and the Community institutions established on
t hr ee i(p Europearr Gommunity, managed by the common institutions; (ii) Foreign and Security Policy, co-ordinated
among the Member States; and (iii) Justice and Home Affairs, a mixture of Community competence and co-ordinated actions.

European Council. Comprised of the EU Heads of State and the President of the European Commission, this guides the
political life of the European Union, meeting generally in June and December. Its role is to define the political guidelines of the
EU (including by Treaty) and to arbitrate on difficult issues.

Institutions of the European Community. These notably include the (i) Council of Ministers, (ii) European Parliament,
(iii) European Commission, (iv) Court of Auditors and (v) Court of Justice.

1  Council of Ministers (formally called Council of the European Union). Located in Brussels, it is the forum for
the Member States in the overall governance of the EU, particularly having the right of decision on policy (with the
European Parliament). One of the Member States takes the Council Presidency, responsibility for which rotates
every six months. It works through different working parties, including Development. Member States send
relevant ministers to the six monthly meetings. A secretariat manages the various working parties dealing with
different topics.

1 European Parliament. Plenary sessions are in Strasbourg. It has been granted further powers of consultation
and co-decision with the Council of Ministers. Members are directly elected by European voters. The Parliament
has a President elected by the Members who work through Committees, one being Development, which meet in
Brussels.

1 European Commission. This is the executive body of the EU. It proposes policy and is responsible for
implementing and managing Community programmes. The College of 27 Commissioners, known as the Board of
the Commission, is appointed for five years. The governments of the Member States propose the
Commissioners. Each Commissioner is responsible for a Directorate-General (managed by the Director-General,
a permanent official) or an area of work. Within the Commission, there are three working languages: English,
French and German. All formal proposals are made in the 23 official languages of the Community.

1 Court of Auditors. Located in Luxembourg, this court looks at the value for money of implementing EC policies.

1  Court of Justice. Located in Luxembourg, this checks compliance with Community law, including on human
rights.

European Investment Bank (EIB). This financing institution, set up by the Treaty of Rome, is not formally a Community
institution. It contributes to economic and social cohesion of the Union, and has responsibility for financial components of
development aid and co-operation policy.

RELEX Family. This includes the Directorates General for External Relations, Development, Humanitarian Aid, Trade,
and Enlargement, along with EuropeAid, the service responsible for implementing development assistance. These institutions
cover issues that span both the first and second dApillars®
and aid instruments are implemented alongside the bilateral aid programmes of the Member States. The DG for Economic and
Financial Affairs is responsible for macro-economic policy and macro financial support.

ACP Group: The group of 78 African, Caribbean and Pacific states, signatories of the ACP-EU Partnership Agreement
and | ater referred to as t he nfipbuidesfaroint ABREUanstimeonst 2dCoundil bfiMimistersy
that meets annually and brings together representatives of the signatory governments and the European Commission; a
Committee of Ambassadors which assembles representatives of the signatories in Brussels; and a joint Parliamentary Assembly
that meets twice a year and includes representatives of the ACP country parliaments and the European Parliament. It is
supported by a secretariat in Brussels and financed by Community contributions.
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THE DACG6 MAIN FINDINGS AND RECOMMENDATIONS

Overall framework and new orientations
A different andevolving form of development eoperation

The EuropeanCommunity is unique among the members of the Development Assistance
Committee(DAC) in that t both provides direalonor support to developing countries aplhys an
i mportant fi f e dther atheriinstigutions raadl Memberi Statafsthe European Union
(EV). The Community and the 27 Member States taken together account for more than one half of all
official development assistance (ODA) recorded by the DAC. Compared with other multilateral
inst i tuti ons, t he vol ume of Communi ty ODA al one
International Development Association and several times that of the United Nations Development
Programme.

European development-aperation has evolved in parallel withemiber Stateconstruction of a
collective vision for Europe, its treaties, conventions and agreements. Current development policy
draws its shape and direction from this eseolving historical mosai®f action, ranging from
assistance tMle mb e r fBrinex tomiedo stabilisation ofthe Europearfinei ghbour hoodo
effect of this layering of objectives and proceduras been to leawihe European institutions/ith a
reputation for bureaucratic complexitfhe Commission has reformed its adminigbratin recent
years, including the primary services for developmenbmeration: the Directorai@eneral for
Development (DEV), the Directorateeneral for External Relations (RELEX), the EuropeAid
Co-operation Office (EuropeAid) and the Director@eneal for Humanitarian Aid (ECHO). Since
the last Peer Review, the Commission has paid significant attention to strengthening its policy
framework and delivery systems, including its specialised service for implementation (EuropeAid).

The Community now seeke move its development programme and system beyond the lingering
influences of history, towards a more proactive and strategic European vision for development
co-operation. The last decadehas witnessed a period of greater and more political European
Union assertivenessSmultaneously, thdweightened emphasis on issuesmvofld peace and security
raised since 1$eptember 2001 have deepened the resolve of the Commigspay its part in
dealing with the threat odvorld terrorism. Increasinglythe EU views development action as an
instrument of foreign policyand this meanghat Europeandevelopment institutions now work in a
more complex and political environment.

1 To simplify our reference to the various developmerntoperation structures of the European
Community, we use the following definitions: (i) tReiropean Commission( t he A Commi ssi or
the European body most specifically responsible for implementingreamging the European aid
programmes; (ii) the institutions of tli&uropean Community( t he A Communi t yo) prir
the Commission, but also the Council of Ministers and the European Parliament; and (iii) the
European Union(t he A EUO) pillars: itha €@msnunityhForeign and Security Policy;

Justice and Home Affairs.
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The added value of the Community

In 206 European eivelopment policwas updated in thEuropean Consensus on Developmen
which provides a common vision fahe Community and Member Statealike It highlights the
Commi ssionds dual devel opment role by clarifyir
(its federating role) and by qairing improvements in its role as a donor. This dual role cuts across all
areas addressed in this Peer Reviéhe adoption ofthe European Consensusas been a major
strategic success since the last Peer Rei®wever, there ara series of challengés implemening
it.

There is a risk that the ambitious, multiple objectives of dbesensus, including expanded
political ones, could diffusa focus on development and undermine longer term strategic priorities.
Parts of European civil society, the Bpean Parliament and individual Member States have
expressed concern that the primary objective of poverty eradication awentsreflected in field
delivery. Similar concerns are raisefbr closely related,crosscutting priorities such as gender,
environment HIV/AIDS and achieement ofthe Millennium Development Goal@MDGs). The
challenge now is to define ithbroad visionmore operationally The Commission will need to
maintain the integrity of the development agenda and emphasise the effectieenémiztion of
priority policies, including a cledbcus onresults.For exampleapro-poor growth strateggould help
integratepoverty eradication more directly infeconomicPartnershipAgreements and aidr-trade
plans.A clearer translation ofision into operational strategies would seem to be the next logical step
in implementing the&onsensus.

An institutionalchallenge forconsensus implementation sitlentify therespectivecomparative
advantage of th€ommissionand the bilateral Member StatsvithinE u r o p e 6 sipproacheto a | |
developmentin May 2007 the Council concluded a new policy bnet fidi vi s i amongo f | a
these actorsThese conclusionsvill have important implications for th€ o mmuni t yods ( an
Me mber St at e s 0 Yperatienpriotitiesp ongamisiationcand approash Already the
Commission is generally recognised for its comparative advamtagdeadershipn such areas as
policy coherence for development, the scalipgof aid and the aid effectiveness agenda.

Another institutional challenge is how to best integrate the 12 new members of the European
Union in their role as emerging bilateral donors. Some of these donors find it difficult to conform to
the standard development-operation guidelines produced in Bsagls. The Commission should
continue to work closely with these new members to help integrate them into the increasingly
co-ordinated, international approaches to development policy and delivery.

As the Member States reflect upon their future opemati relationship in development
co-operation with the Comission they also need to review their current, sometimes detailed
collective approach to oveesing Community decisiormaking, including that exercised by the
European Parliament and the CourdfilMinisters and its working groups. Member States need to
agree to an approach that enables the Commission to implement approved polices and strategies more
expeditiously and effectively and to continue to improve its performance as a donor agency. Better
results reporting to Parliament and the Member States can help build confidence in Community
programmes and permit more strategic forms of oversight.

Finally, the Commission must convince the European public of the appropriateness of the
consensus visiorin recognition of the importance of public awarenéssthe future evolution of
Europe the Community is consulting with the European institutions, government at all levels and civil
society to produca communicatioprogramme of action in 2007. Developmentoperationcanuse
the results of thisonsultativeexercise to promote a better targeted action plan for public awareness of
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development. The need tmmmunicate more effectivelgt the European, national andcéd levels
suggests the importance of careful preparatiothis planin order to target limited fund®r greatest
effect

Recommendations

1 Inimplemening the European Consenstise Commission needs maintain the integrity of
its development agendand to emphasise result3 o achieve this, more coherent operational
strategies would help assure that poverty eradication, the MDGs anecugtisg issues,
including gender, environment and HIV/AIDS are fully addressed.

1 The Commission and Member Stag®uld usaecent Council conclusionsn division of
labour to further clarify their respectiveoperationalroles and ensure strategic use of
comparative advantages to manage and deliver European developragperation in
country, and across countriesdasectors.This is likely to entail further adjustments in
Community priorities, organ&ion and operatianto enhance complementarity

1 Member States and Parliamentll also need to improve and consider streamlining the
different levels ofoversight they exercise over development operations to enable the
Commission to further improve its effectiveness and performance. Oversight should be
structured so that it is strategic and streamlined and does not attempt to micromanage
Commission operations.

Promoting policy coherence for development
A renewed effort

The European Community Treaty requires that development objectives be taken into account in
all nontaid policies affecting the developing world. The political and operational priority accorded this
topic has grown substantially since the previous Peer Review. In 2005, the Eu@mewril initiated
a new policy coherence effort by focusing attention on the achievement of the MDGs by 2015. The
Council committed to a wideanging list of 12 policy coheree priority areas: trade, environment,
climate change, security, agriculture, fisheries, social dimension of globalisation, migration, research
and innovation, information society, transport, and energy. This political framework now needs to be
progressivly implemented by the Community based on field realities and knowledge and with a
clearer sense of operational priorities.

A work plan for this policy coherence agenda was adopted by the Council in 2006, including a
calendar of action and proposals in lequriority area. It also defined more specific roles for the
Council, the Commission and the Member States. An Informal Network composed of experts from the
Member States and the Commission has been active since 2003. A formal means of bringing policy
coheence issues to the attention of EU decisimakers is needed. Organisational responsibilities
within the Commission and the Member States are now being identified and should be as operationally
specific as possible.

Progress on the policy coherence agewill be monitored and results reported every two years.
The first report is now being prepared. This could be a watershed document for future European action
and should be used to prioritise the current ambitious list of actions so as to better hifotsste
resources. Also given the recent decisions on division of labour, the report can be used to identify the
most efficient distribution of roles among the Commission, Council and Member States.
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The Commission seeks to play a role in harmonising dpuedat ceoperation among Member
States in headquarters and in the field. It will need to further strengtheiséntére ceordination on
competing policies in order to reconcile differences quickly and effectively. Commission and
Community leadership ndeto send clearer and more coherent policy guidance to delegations and
Member States, especially the larger ones, so that well synchronised European positions can be
established in a timely manner. Given the varying skill levels in field delegationsfypdountry
posts may need to strengthen their capacity to play this role credibly. Improved policy dialogue and
better orchestrated policy action will have greater influence and better development impact.

Special themes

This Peer Review explored seak special themes of interest to the DAC which require a
fi wh ofigeo v e r § approachdDemocratic governanceis a growing political priority for the
Community and requires policy coherence in Brussels and a well structured policy dialogue at the
country level. Currently there is strong pressure from the European Parliament and the public to link
assistance only to recipients meeting minimum governance;camtiption and human rights
standards. The Community characterises this as rewarding medgedd performance standards,
rather than as conditionality. Effective implementation of democratic governance requires closer co
ordination among the external affairs directorateseral, Member States in Brussels and other key
donors at the country levellearer guidance to the field on performance standards will facilitate this
dialogue, manage recipient government expectations and enhance the predictability of aid
disbursements.

Community policies towardsagile statesandsecurity systems reformare other special themes
of this review which also require effective whatgovernment approaches. Currently, no one
document outlines a Commission strategy for conflict and fragile states programming; however, a
Communication on this subject is being megy. The challenge of coherence is particularly daunting
given the variety of instruments available to the Commission and elsewhere in the EU for different
contexts. Greater coherence is also required among European security and defence policy instruments
and other aspects of country programming; missions sent to the field require better integration into
other aspects of Community programming.

Lastly, the Commission has highlighted the need to redirsderinequalities as an integral part
ofthe Commurtiy 6s devel opment policy. To do so, it p
empowerment and mainstreaming gender equality. However, in the course of Peer Review field visits,
gender issues were not consistently addressed in programme implementéaiigilighted as a key
indicator when measuring programme performance. The current Commission approach could be
strengthened in these areas.

Recommendations

1 The twoyearly evaluation should be used to develop a work programme for the current
agenda of polig coherence for developmemd: (i) ensure best allocation of resources;
(ii) facilitate closer monitoring of progress; and (iii) help reconcile inconsistencies and
strengthen synergies among competing policies.

2. Whil e DAC members fr esefugeorvtelryn meéing dusasppa odaovhol @
various national ministries, in the case of the Community this mostly refermitogj@f perspectives
and operations amongst directorageseral in the Commission.
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1 The Commission and Member States shouldrexa improved ways of bringing policy
coherence issues effectively to the decitimaking level, reflecting their respective
competencies.

 The Commission should take advantage of the work programme and improved
communications to further enhance irsenice ccordination. In the field, a common
agenda should translate into thematic and country specific policy positions that permit better
communication and eordination, both with headquarters and among EU Members and the
country delegations. This may réop strengthening the policy dialogue capacity of key
delegations.

1 Increased Commission attention to whofegovernment approaches to policy coherence for
development could contribute to more effective policyootination in selected thematic
areas examied in this Peer Review. These includkemocratic governance (clearer
guidance on country performance standards to facilitate policy dialogue, manage
expectations and enhance predictabilifydgile states and security system reforn{need
for strategy ad for resource allocation criteria; strengtheneebratination on security and
defence policy instruments and better integration of missions to the fiatifjender (better
mainstreaming into programmes and more effective performance measurement)

Aid volume and distribution
A major catalyst for ODA growth

European Community ODA for 2005 was USB90million,® an increase of 7.8% from the
previous year, making it one of the largest development actors in the DAC. Preliminary estimates
already indicate eecord level of US[10 204 million for 2006.

The Community also helps ensure that the entire European Union contributes to greater quality
and quantity of aid. In 2005 it galvanised Member State commitment to a 0.51% of GNI target by
2010 (0.17% for theew Member States) and 0.7% by 2015 (0.33% for the new Member States). Of
the total additional European ODA over this period Member States will be responsible for much of the
increase. Achieving their respective ODA targets will be difficult for some velgtivell-established
members as well as for new Member States which have to build aid management capacity. An
emerging challenge for the Commission is how to encourage, track and help these members achieve
their ODA targets. Also, some Member States nmk Ilto the Commission to manage part of their
growing pool of ODA. Assisting in these challenges could be a substantial added value role for the
Commission in the context of increased European ODA.

Significant budget reform

A 2006 reform consolidated thareviously confusing array of 35 financial instruments (both
ODA and norODA funds) into a more manageable set of 10 instruments. Now, the largest flows are
found in theEuropean Development Fur{&DF) and theDevelopment Caperation Instrument
(DCI). Together they represent the majority of total QD¥wever they are managed differently.

Both EDF and DCI instruments are implemented by EuropeAid, although each has a different set of
rules and regulation&£DF is a multtannual programme managed by DE\ddanded by voluntary
contributions from Member States outside the Community budget. It provides support essentially to
the 77 African Caribbean and Pacific (ACP) countri2€l is managed by RELEX; it is financed

3. Commission resources are also counted in the ODA of Member States as reported to the DAC.
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directly from t he €anthimupports gedempment pragrarhme$ prirtigadly in

Asia and Latin America. In both cases, thematic funds largely fall outside country strategy planning.
Better coherence between thematic programmes and country strategies would increase effectiveness
and overall impact.

The consolidation dfinancial instrumenttas been an important and necessary exerciseidnd
result ingreater transparency, efficiency and effectiveness. But there may be more opportunities ahead
to further integrat and redue them, particularlyin 2013 when modinancial instrumentgxpire.The
Communityneed to persist in streamlinings budgetary arrangemenfunding country development
assistance for the ACP countries from the Community budgefilb u d g et i sesEDF)oonld o f t
increase efficiency through the use of uniform rules and regulations.

A continuing need to prioritise use of funds

The Community now distributes its ODA across 145 recipgienntries the largest spread of any
DAC member. The growing focus @amore logical division of labour with Member States should
permit the Commission to further differentiate roles in these countries. Its presence in some
developing countries may be justified by its federating role among EU members, although not
necessaly as a direct donor.

The Community has been under pressure from some Member States to increasingly concentrate
on thelow-income countrigspartly as a way to retain the poverty focus of its assistance. Although
more than one half of its total bilateraD@ already goes to these countries, the growth trend has
levelled since 2003. The Commission should look for opportunities to increase assistance to low
income countries.

Member States and Community leadership see a role for the Commission in fragiée stat
especially those receiving relatively little attention. In these countries it could represent the EU
Member States, advance policy dialogue and respond to their assistance needs while other Members
decide the scope and timing of their engagement in states.

The Community continues to attempt to tighten its focus on priority sectors to ensure that it
works in areas of comparative advantage and complements actions of the Member States.

Multilateral relationships

Because the Community functions bahk a donor agency and as a multilateral recipient of
Member State funds, it does not contribute significant multilateral aid to international institutions. The
ratio of multilateral aid to bilateral aid as reported to the DAC has remained stable owastthe |
years at around 7% of ODA. Of this bilateral aid, the Community contributes an increasing amount to
international organisations for the implementation of specific projects. Some of this takes the form of
contributions to multilateral programmes la¢ ttountry level.

The Community needsore explicit frameworks such as parstép agreements to pursue
improved relations with key multilateral development organisations like the World Bank and the
family of United Nations entities It also should be cleer about itsrole and valueadded in

A

channelling resources to the multilateral organisationavis s Me mber St atesdé cont

Recommendations

1 The Community should continue to be a driving force for monitoring and encouraging
progress towards theeeed targets for scalingp ODA at the European Union level.
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1 The Commission should give more say to the delegations in prioritising and applying the
thematic programmes in countrfhe Community should continue to unify the rules and
procedures of the nma financial instruments as opportunities permit and guard against
furtherproliferation of budget lines for development.

1 The Commission is encouraged to work with the Member States to differentiate better their
respective roles inountries ando prioritise thesectorgt targets for assistance, ensuring that
it does not spread itself too thinly as a donor agency. Given its priority to eradicate poverty,
the Commission should demonstrate how it is integrating this objective infmoprayrowth
and otheoperational strategies while looking for opportunities to increase assistance to low
income countries.

1 The Commission needs more explicit frameworks for its engagementmuittilateral
institutionsand should be clearer about the role it plays in relaticthe Member States. It
should continue to strengthen its relations with ketilateralpartners.

Aid implementation and management
Shared organisational responsibility for development

Implementation of the European Consensilsrequire DEV and RELK to work more closely
together and challengier historically separat®rganisational responsibilitieREV and RELEX
have different approaches to implementing development priorities because of their specific
institutional mandates. Their distinct geaghical coverage gives them a different exposure to
developing world realities and experience. A more unified Commission organisation for development
could minimise institutional redundancy, promote a development policy informed by the full
geographic rarg of development experience and ensure that aid leadership is unambiguously
dedicated to the priority issues of development. Over tineeDEV-RELEX division of labour merits
review in the face oévolving EU institutional frameworks and in the interefstji@aterdevelopment
coherence and aid effectiveness.

Recent internal reform efforts

The Commission has carried out significant internal reforms since the last Peer Review. The
European Consensus confirmed the relevance of these reforms. It has expandedrelation to the
principles of engagement, delivery and policy to include objective criteria for resource allocation,
improvements in managing harmonisation with external donors, headquarters reorganisation,
devolution of authority to the field, samlining of internal procedures, reinforcement of quality
control, and better use of results.

However, the Peer Review team noted thatinternalreform process was frequently presented
as Acompl etedo. I n contrast, regbeatly @mmemadnonthg 6 s d
continuing need to devolve authority to the field and further simplify procedures and accelerate
programme implementation. While the Commission fulfilled its specific reform mandate, the
Community should not become complacentulibe reform process given the need to update, adapt
and reform management systems in response to the new international aid challenges afscailing
effectiveness, policy coherence and resbdtsed management. Its involvement in the aid effectigenes
agenda will help to better identify its own reform agenda.

The substantive devolution of management responsibility away from Brussels to the

Commi ssionds 81 empowered field delegations has
is highly appreiated by Community partners in the field and has played a major role in improving the
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efficiency of Community operations. The initial devolution process should now be complemented by
more strategic empowerment in such areas as project approval and regaoiting. Additional
professional development staff and operational resources may be needed to strengthen delegation
capacities to take on greater responsibilities.

Effective development work often requires specialised personnel planning at headquarters
especially to provide the required skiitix at the field level. Consideration could be given to
establishing a specialised development personnel function in RELEX or in DEV so that personnel
planning and action for all Commission development profeatsos led and cordinated from the
development perspective. Development personnel strategy should also incorporate the significant
potential for sharing staff within the larger Community and Member State systems. This may help to
allow collective scalingip of aid without the need for major new recruitment.

Moving towards results and learning

Performance monitoring and reporting l&slved significantly since the last Peer Review, but
three aspects mefitrther Commissiomttention and effort:

(i) The Parliament and public increasingly require betésultsbased management and reporting
from the Community institutions. The European Consersggiresthat progress in implementing its
objectivesis measured regularly and reported annually. Future pediace monitoring and reporting
should strive to be integrated, simple and organised to provide relevant information to the different
parts of the overall system.

(i) In the longer term, and as international donor interest in joint field approacheggvitig
Commission willneedto increase furthecapacitybuilding for common results systems tae local
level. Credible local tracking and reporting systems can also reduce Community and Member State
management needs in this area.

(iif) Improved perfomance management is an area of common interest for the Community and
Member States and the Commission has an opportunity to work closelyMgitiber Stateaid
institutions to harmonise better the oveillropeanUnion approachThis is also true in the leted
area of knowl edge management . These are additi
can prove valuable.

The aid effectiveness agenda

The Community is an active proponent of the aid effectiveness agenda, for which it has two
closely relagd aims: (i) to implement the Paris Declaration and improve the quality of its own aid
programmes; and (ii) to lead Member States to implement the Paris Declaration and improve their own
aid effectiveness. The Community has senior level commitment toffaictiéeness and is carrying
out a number of policy and practical initiativésJ Aid: Delivering More, Better andFasteris the
EuropeanUnion action planfor implementing the Paris Declaration, and includes a calendar of
outputs, both for the Communitynad the Member States. In order to play this lead role credibly the
Commission needs to set an example by successfully implementing aid effectiveness measures and
improving the quality and delivery of its aid. The Commission should continue to develop its
leadership role in this area.

Greater use dbudget supporis viewed by the Community as a key instrument for advancing the

aid effectiveness agenda and improving its aid delivery. Greater reliance on budget support requires
systematic use of risk assessiigseand a good understanding of the appropriateness of budget support
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in the local context. The Commission should guard against using this approach for moving funds more
quickly to scaleup or to achieve the 50% target. Commission headquarters shouldaedyon the
experience and assessments of delegation staff in designing and managing budget support. It should
insist upon its past dynamic and pragmatic approach which fits budget support to the country context.
Budget support may be an area where the i@iesion has a comparative advantage over many
Member States, given its experience and accumulated-koaw

The Community has committed to reducing the numbermaiallel implementation units
However, one special aspect of its-aumeration with ACP counies is to put in place alational
Authorising Officerto ensure that programmes are consistent with Community rules and regulations.
The task of the National A ut HEDF Gelfd icamgose® bffbotlc e r i
local government staff @h special contractors, which in some cases resembles a parallel
implementation unit. National Authorising Officers do not exist in RELEX countries. It would seem
appropriate to compare the value of this approach in these two different sets of counaset so
improve overall Community aid effectiveness. A 2001 evaluation of NAOs and EDF cells could be
used as a starting point, to which could be added the comparison with the RELEX approach to
implementation.

While the Community has made considerable reffo untie its assistance, it should consider
completelyuntyingits aid in line with the DAC recommendation of 2001, whether (i) DCI funding,
where other donors who have untied their aid can apply for reciprocal access with the Community, or
(i) EDF furding, where only Member States or ACP countries may bid for contracts. The
Commission should review its procurement procedures and contract award criteria to allow
competitive access for new EU members, who, as newly emerging donors, do not necessarily hav
firms and NGOs with well established performance records as aid contractors and grantees. Given the
large share of their ODA they contribute to the Community as part of the Barcelona Agreement, these
new members are eager to convince their parliamerdspablic that they are full partners in
implementing EU programmes. EU trade policies need to be an integral part of this vision, including
the rules of origin for ABEd&ythmgbhutAtmpdliicy.s under t he

Community policy to work rare closely withcivil society groups has become more important
and is resulting in expanded programming with-gorernmetal organiations, from Brussels and in
the field. However, the current practice of supporting small, stdonie activities throughimbrella
projectsdoes not appear particularly strategic smstainable This approach will noincreaseaid
effectiveness and impaat the extenthat a fuller partnership with civil societpould Civil society
organisations would welcontmtterand brader consultations with the Corigsionin Brussels anéh
the field on policiesstrategies rad programmes. Local groups can also be usefully enlisted tahelp
government and donorsonitor budget support programes. Contracting procedures used for kcivi
society organisationgould be betterstreamlired and further decentralsl to match their local
capacity and field realities. It would appear possible to simplify contracts or move to grants for these
groups, and perhaps allow them to use their ,oprecertified accounting systemswith greater
reliance orexpostauditing.

Recommendations

1 The Commission should continue to lead the EU action plan for implementing the Paris
Declaration. It should set an example by implementiid) effectivenessneasues and
improving the quality and delivery of its aid. The new division of labour principles offer a
promising avenue for improving the effectiveness and impact of Community and Member
State development eaperation.
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1 The Commission should continue to siifiplprocedures, to furthedecentraliseauthorily
and to provide the delegations with sufficient capacity (staff and skilldulfib their

responsibilities i ncl udi ng i.tltshouidfcendider eatabiishirg @ specmlised
development persoel functionin Brussels to lead personnel planning for all development
staff.

1 The Commission should continue to establish a simple and more integeafednance
monitoring and reportinggystem and build capacity in the delegations to provide this
information. Performance management reforms should be pursued jointly by the Community
and Member States.

1 The Commission should update the 2001 evaluatioNatfonal Authorising Officersand
EDF cells to ensure their use is consistent with aid effectivenassples, and to document
lessons learned and best practices for all developmeapearation, whether in the ACP
countries or elsewhere.

1  While recognising the actions already taken, the Commission and the Member States should
work with ACP partners to brg the untying policy under EDF in line with the DAC
Recommendations of 2001 and the Community should look for ways to further untie its aid
in general.

1 The Commission is encouraged to intensify its consultations aithsociety partners in
headquarter and in the field through better structured meetings on policy, strategic
programming and aid effectiveness issues. It also should explore ways to better match its
contracting procedures to the often limited capacities of civil society partners.

Humanitarian aid

The @mmunity is the second largeshumanitarian donorin the DAC. It provided
USD 1 146million in humanitarian assistandée 2005 12% ofits total ODA. Its strengthlaysin an
extensiveECHO field presencg43 field offices), anetwork of techical expertsand a focuson
delivery through established NGO partnés8% of ECHO expendituje The Gmmissionendorsed
the Good Humanitarian Donorship principles and practice and is committed to implementing them
through a rapid, needmsed and flexilel response to humanitarian crises

As an importantdonor, ECHOcould have greatguolicy influenceand could better engage the
international community to improve the overall effectiveness of individual and collective humanitarian
action The Commission hadegun to address this need with the release, in June 2007, of a
Communication calling for a European consensus on humanitarian aid. As with other donors, ECHO
should make every effort to ensure that its action is independent of other objectives, suiiticals p
and military, while ensuring that development actors engage with humanitarian issues. Internally,
there are challenges in the way ECHO interacts with other Commission policies for civil protection,
crisis responsdlisaster preparedness dirks to relief and developmenthe Community needs to
work to link humanitarian issuebetter withdevelopment programming, for example, in terms of
building disaster preparedness into country strategies or in ensuring better transitions and
co-ordination betvwen humanitarian and longerm programming.

The growing need for structured humanitarian policy discussion between ECHO and the Member
States suggests the utility of a more organised forum on humanitarian aid. The current structure, the
EU Member State dimanitarian Aid Committee (HAC), approves humanitarian assistance responses
based on recommendations from ECHO. The significant strengthening of ECHO over the last several
years suggests the need for policy level review of humanitarian assistance. Tiod @Gfmrking
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Group on Development (CODEV) has recently begun to discuss policy issues. A more responsive
arrangement for European policy discussion and action should be provided, perhaps within CODEV.

The ECHO base budget remains static even though it dmast on significant supplemental
resources every year from the Emergency Aid Reserve or elsewhere. The Community should review
this programmed unddunding of humanitarian crisis response, particularly given the special
comparative advantage of ECHO atslvalued role as a global humanitarian lealee Community
needs to be aware of the risks ite humanitarian response if competition famds from the
Emergency Aid Reserve increases.

ECHOOG s response <capacity i s b200 rhomgoveanmentain d s t
organisations with which it has signed framework partnership agreements. Despite the use of these
prior agreements, ECHO administrative requirements for proposals and reporting are viewed by many
partners as complicated. The Commusitpuld review these requirements with a view to simplifying
them. This would strengthen collaboration and effective field action.

Recommendations

1 ECHO should use regulapgsultationson humanitarian issuds further formalise policy
priorities and operanal mechanisms. It should seek to increase its influence on
international humanitarian policies while maintaining its rapid and flexible response
capacity.

1 The Community and Member States should consider fostetiategic policydiscussion of
humanitaian action at the Council Working Group level, perhaps within CODEV, to
complement the actions of the Humanitarian Aid Committee.

1 The Community should review the significamiderfundingof ECHO®6s base budg
humanitarian cris action, especially gen thecomparative advantage of ECHO and its
valueadded role as a global acamd federator of European humanitarian assistance

T The Community should continue to streamline and simplify its administrative requirements
S0 as to strengthen collaboratioithwpartners and improve field effectiveness.
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SECRETARIAT REPORT

Chapter 1
Strategic Orientations
The foundations of European @mmunity development ceoperation
The shaping of a different form of development-operation

The European Communftyis unique among the members of the Development Assistance
Committee(DAC) in that t both provides directionor support to developing cotres andplays a
Aifederatingd role in relation t oEutopean UaionHEJ)y. 1 nst
The Commission and the 27 Member States taken together currently account for some 55% of all
Official Development Assistance (ODA) reded by the DAC.

As with other Community policies relating to external relations, European development
co-operation has evolved in parallel with Member State construction of a collective vision for Europe,
its treaties, conventions and agreements. Cudeveglopment coperation policy draws its shape and
direction from this eveevolving historical mosaic. Earliest European developmerbpapation
began inl958 with the first European Development FUE®F) and expanded in successive waves to
attaintodg 6 s t d3natibnal @ifl recipients. Each stage of this expansion generally was anchored
in a separate external relation rationale. This has included, for example, providing assistance to former
colonies of Member States, setting the stage for thevaas enlargement of the Union, or helping to
stabilise the Mediterranean finei ghbourhoodo.

Thesedifferent stages of expansion often introduced different sets of policies and administrative
procedures. The effect of this layering of objectives and proesdvas to leavethe European
institutionswith a widely perceived reputation for bureaucratic complexity. Commentary critical of
Community management ultimately caused the resignation of the College of Commissioners in 1999.
This has led tanajor adminigtative reform including for development operationthe Community
now seek to move beyond tlese historical precedentsowards a more proactive and strategic
Europearvision for development coperation

4. In this Peer Review, the different aspects of European organisation emenigd in simple, lay
language wherever possible. For this presentation on developmeeration, theEuropean
Commission( @ommissiord ) is essentially defined as the REL
DEV, RELEX, EuropeAid and ECHO). For purposet development coperation, theEuropean
Community ( @Gommunityo ) is essentially composed of the E
Parliament. Finally, th&uropean Uniof BU6) i ncl udes the Community anc

the political union. See I@ssary for more specific definitions of these terms.
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Europe seeks a more assertive role in the world

The last decadehas witnessed a period of greater and more political Europédon
assertiveness where it increasingly seeke fi p u n ¢ h . Sinlukaneauslyi, théetigbtened
emphasis omworld peace and security raised since 11 September 28@kdpaed the resolve of the
Commission, like most of the Member States, to play its part in dealing with the threat of terrorism in
the world. Failure to obtain a European Constitution in 2005 was a political setback to these ambitions,
which logically could hae forged a clearer European foreign paligycluding the administrative
functions and resources thatch foreign policywould have required. Since then, Community
leadership has fhought its role in the absence o€anstitution. The 2006 publicatidBurope in the
World (European Commission, 2006b)tlines a series of practical steps which aim to foster a closer
and more common EU approach to and among the Member States and their institutions. It holds to the
conviction that fi tmpaet byEddting: callectivelyg xather than esatheesum of its
component partsao.

In the field of development eoperation, this has meant that the development institutions now
work in a more complex and political environment than was previously the cassadimgly, EC
development leadership views development action as an instrument of foreign policy, which includes
but is not exclusively driven bgoverty reduction anthe Millennium Development Goalélso, the
European and Member State institutions atéevaly assessing their complementary strengths in order
to work towards a more efficient, collective approach to aid delivery.

New orientations and initiatives
Rememberinghe 2002 Peer Review

The Community has addressed or begun to address many keynneadations made by the
DAC in its 2002 Peer Review (Annex And afi micbur sed review by the Dj
Actions taken included:

T Community comparative advantage promoting developmeris under review and some
aspects have alreatigen strengthreed (Chapters 1, 4 and 5).

1 Poverty reductiopolicy has been advanced at the highest level and now requires attention to
its implementation (Chapters 1, 2 and 3).

1 Support fompolicy coherence for developmaatincreasingly better defined and continues to
evolve operationally (Chapt@).

I Focus onaid effectivenesshas become a priority(Chapter 5)and attention toresults
managemerntas begun (Chapter.4)

1 Devolution of action tahecountry levelis evident (Chapters, 4 and 5).

Therehas beerprogressregistered since 200hut areas oadditional action for several of the
recommendationare notecelsewhere in this report

The new policy direction of the European Consensus

European Uniordevelopment policytraditionally hasbeen shaped bigs treaties, onventions

and special agreements. In 2000 an effort was made to frame a development policy that was more
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comprehensive and built arouadbnger term vision, particularly the reduction of wopldverty. This
policy was updated and amended in December 2008 new vision statement, theuropean
Consensus on DevelopméBox 1). For the first time, thisisionis both a European Community and

a Member State responsibilityhe consensus updates EU developmerdpsration strategy in three
ways: (i) it refects global changes since 2000, particularly in relation to security, migration and
globalisation, (ii) it takes into account EU enlargement to include 12 new members, and (iii) it
integrates new international commitments such as the Paris Declaratismpgadt for the MDGs.

In 2005 the Heads of State and the Commission also jointly adoietbpean Union Strategy
for Africa (European Commission, 2006ahich channels theonsensus principles into a regional
strategy for Africa. Similar regionghnd tlematic)strategiesre now complete or under construction
for the otherareasaddressed by Community development actiémally, it is expected that these
regional strategic perspectives will be reflected at the country level in each Country Stigtegy P
(Chapter 4)

Box 1. The European Consensus on Development (European Commission, 2006d)

Following an extensive public consultation process, the European Consensus on Development was
endorsed by the Council, the 25 Member States, the European Parliament and the European Commission on 15
December 2005. The consensus document has two parts.

Part | concerns the EU vision of development and defines a common European and Member State
approach to development co-operation. It begins by statingt hat @A The pri mary and o
development co-operation is the eradication of poverty in the context of sustainable development, including
pursuit of the Mill enni umordRart eréaffimmsmmnitmédioia |l so. Furth

1 Common principles (ownership, partnership, in-depth political dialogue, participation of civil society,
gender equality, addressing state fragility).

1 Delivering more and better aid (increasing financial resources, more effective aid, co-ordination and
complementarity).

1 Promoting policy coherence for development (e.g. trade, security, environment, migration).

1 Addressing global challenges (peace, sustainable growth, illegal migration and trafficking of human
beings).

Part 1l addresses a wide range of Community policy for implementation of this vision. It clarifies the
Commission role and added value and how the vision will operate at the Community level. Highlights of Part Il
include:

1 Objective and transparent criteria for resource allocation: (i) needs criteria: population, income per
capita, extent of poverty, income distribution, level of social development and (ii) performance
criteria: political, economic and social progress, progress in good governance, the way the country
uses resources.

1 Identification of Community areas for action and its intention to develop expertise and capacity in:
(i) trade, (ii) environment, (iii) infrastructure, (iv) water and energy, (v) rural development,
(vi) governance, democracy and human rights, (vii) conflict prevention, (viii) human development,
and (ix) social cohesion and employment.

1 A strengthened approach to mainstreaming: (i) democracy, governance, human rights, (ii) gender
equality, (iii) environmental sustainability, and (iv) HIV/AIDS.

1 Improvements in management reform: (i) co-ordination and harmonisation with external donors, (ii)
internal streamlining of procedures, (iii) reinforced project quality control, (iv) better use of monitoring
and evaluation and a results-based approach to management.

DAC PEER REVIEW OF THE EUROPEAN COMMUNITY 25



Implementing the policies of the Consensus

Although the Consensus clearly positiopeverty eradicationas the primary objective of
European development -@peration,parts of European civil societyCaritas and CIDSE, 2007), the
European Parliamehandindividual Member States have expressedcern thathis objective is not
reflecied in reality as griority in Comnissionfield operationsThe Peer Review team finds theat
weakness of the Consensus may be that its ambitious multiple objectives nigpaxpanded political
onescoulddiffuse thefocus on developmermind undermine longer term strategic priorities.

Of similar concern to these groups is the extent to which the Commission will be able to
implement the arsscutting objectivesof the Consesus, particularly those of gender, environment
and HIV/AIDS. The Commission has put in place a quality control approach (Chapter 4) which is
intended to correct such omissions at the level of strategy and project design, but observers point out
that curren implementation and the weak internal capacity in these specialised areas mean that a
special effort to pursue these crasiting objectives will be required. Chapter 3 provides additional
information on the resource priority accorded to cimsting tremes.

Prior Communitys@obf cy o-‘mimatom end cgodpxoentarity have
been refined and clarified since the last Peer Review, thanks in part to the guidance embodied in the
European Consensudere too, a considerable effort wiletrequired to implement these important
considerations.

1 Policy coherence for developmeatpriority advanced in the Consensggsiow a feature of
European development thinkinfykther developed i€hapter 2).

1 Developmento-ordinationhas beempromoteal in the context of European approaches to aid
effectiveness, lao advocated in the Consensus. In 2006 the Commission produced an action
plan for aid effectiveness whidetstime boundargetsfor the Commission and the Member
States through 2010 (Chap&gr

1  The concept oEomplementarityof roles between the European institutions and those of the
bilateral Member Statelsas been more difficult to definBut here too the Consensus has
provided additional impetudhis is now being tackled though the m@nteffortsaround the
principle of fndorevullysekp@ined im Chapteasbd@ndfbis will be an
important guide for the future of European development-ameration. Already, the
Commission is generally recognsed for its special compative advantagein such
developmenareas as policy coherence (Chapter 2), the seapingf aid (Chapter 3) and the
aid effectiveness agenda (Chapter 5).

The adoption of the European Consensus can be considered oneCob themu n stratggi@ s
achievemets since the last Peer Reviewhe challenge now is to define this broad vision more
operationally. It will need to maintain the integrity of the development agenda and emphasise the
effective implementation of priority policies, including a clear refeeetacresults. For example, the
articulation of a pregpoor growth strategy could facilitate the integration of the poverty eradication
goal more directly into Economic Partnership Agreements and aid for trade plans. A clearer translation
of vision into opeational strategies would seem to be the next logical step in implementing the
consensus.

5. In February2007 a European Parliamemetter to the Commission noted that most CSPs it examined
had not respected poverty alleviation as the priority strategic objective nor the requirement that all
actions proposed must be ODA eligible.
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Evolving organisationalpolicies

The institutional policies of the Community have continued to evolve since the previous Peer
Review. Qirrent organisationof Community development is presentéd Chart 1. In an effort to
re-centre its organisational core around improved aid delivery, the Community cEeatgzeAidin
2001 asa specialised implementation agency to carry out the programefaticesof the key
developmen decisioamaking institutions These nclude primarily the DirectorateGeneral for
Developmentand Relations with ACP Statg®EV) and the DirectorateGeneral for External
Relations (RELEX).Since the last Peer ReviefturopeAid has progressivelymproved system
efficiency, including record levels of financial commitments and disburserf@mapters 2 and 4)

Chart 1. Community Development Organisation

(Outside the

c .. c c c . G European
Commission)
DG - DG - Trade* DG - External DG - Development DG ECHO
/ Enlargement Relations Humanitarian Aid European
(DCl, IfS, EIDHR, (EDF) Office* Investment
ENPI)
Bank
EIB Board of
Directors
; (representing EU
Headquarters Project Cycle Member States and
organisation the Commission)
Reports to RELEX Commissioner
EuropeAid
Co-operation Office
Six Western Mediterranean, Democracy, For crisis Asia, Latin African, Immediate
Balkan countries E.Europe, Russia Human Rights, response and America, Central Caribbean, response to
. and Turkey Caucases, Rule of Law preparedness. Asia, S Africa Pacific (ACP) humanitarian
Funding crisis
Instrument IPA ENPI EIDHR 1SR DCl EDF*+
(Instrument for (European (European (Instrument for. (Develoment (European Humanitarian
Pre-Accession) Neighbourhood instrument of Stability) Cooperation Development Aid
and Partnership Democracy and Instrument) Fund)
Instrument) Human Rights

Field

Field Delegations

Organisation

=

I:lShaded area indicates ODA-funded development co-operation.

[E5=55] Mainly ODA but with perhaps some non-ODA assistance.

* DG - Economic and Financial Affairs, DG - Trade and ECHO do not correspond to any specific region/geographical programme but they apply to all regions.
*  In addition to the EC Budget, ECHO also recieves funds from the EDF.

** EIDHR and IfS can be spent on all countries.
**% ACP countries are financed under the EDF, which is funded by voluntary contributions not from the Community budget.

As has proven to be the case for several other Di&@bers, an emerging area of European
organisational s tlecoacergratibh K ale vbkeehi an)s-omdfationd e vel c
authorities to the delegations in recipient countries. This shift in organisational focus since the last
Peer Review &is moed Community aid decisiemaking closer to the realities of the field

Member State oversight:the European Parliament and the Council oMinisters

The 27 Member States of the European Union exercise sometimes detailed oversight of European
development coperation, both through the pawffiliated members of the European Parliament and
through the Council of Ministersvhich includes working group® tdraw up draft conclusianfor
Counci l consi der at HnstitutionalFAgledmeny bm BudtpaynDisaipline anel r
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Sound Financi al Management o in 2006, t he Commi

Parliament on the conteanhd implementationf draftcountry,regional andhematicstrategypapers.

In Commissionrelations with the Parliammet , -che diicoi o n bis usead focneost aspeets
of development coperationin the general budgetunder which Commission proposals can be

modified and/or adopted jointly by Parliament and the Council. In 2006 the Parliament and Council

established Development Caperation InstrumenDCI) to regulate the budget over 202@13 and

to simplify theirover si ght of the budgetary process.
limited in relation to the special ACP group of countries funded eydluntary contribution®f the
European Development Fur{eEDF). Chapter 3 provides a more complete explanation of DCI and
EDF.

At the level of legislative oversight, the Conssion is encouraged talevelop a special
partnership with the European Parliarhthat is as strategic and procedurally simple as possible. This
may imply the dedication of additional organisational resourcesupportthe relationship but such
an effortcould prove of special valuié it permitsParliamentto limit its oversightto the strategic
level, unencumbered by obligations toicro-manage or excessiye earmark funds. A broader
guesion for the European Union is how dan simplify overall Member State oversight of the
Comnu n i tdgvélapment coperation scas to permit itto carry out its mandate to implement
European aidh the most efficient way possible

The drategic importance of public awareness for the European Community

The role and effectiveness oluBpeaninstitutions are subjects of continuoysublic debate
Europeannongovernmental organisatiofdGOg particularly have focused on the developmental
dimensions of that debate and disseminate their conclusions widely. The fact thatgdwerm
construction of Europe (in which developmentageration is embetid) is evolving rapidly makes it
important thatthe Comrmrission pays special attention tduilding public awareness of its large
programme of development-operation.

Community Eurobarometermolls portray a European public that is generally supportive of
development ceperation, although not always wéiformed. The latest Eurobarometer poll (2005)
reveals a limited European public awareness of tB&klwithawareness highest in countries such as
Italy or Sweden wherpublic education isnost active. ®@erall, Europeans are more optimistic about
some devel opment goals such as fAreduction in
as MfAreduction i n poMe majoyty cd Buwlopehns beljeve that (epP téo) .
improve the live of poor people in developing countries, althoogmionsvary considerably among
Member States anbetween the original 15 EU countriasd the (then 10) newest rembers.The
Community will carry outhe next Eurobarometer survey in 2007.

TheC o mmi ssgrogoamme to strengthéts awarenessaising capacitys limited. Its current
approachattempts tanakecosteffectiveuse of Europeamedia. It informs the public on development
issues through a variety of websites, publications, mass media anddaggetds in Brussels, the
Member States and in countries benefiting frorroperation. In 2004, DEV established a multi

annual strategy on communication and information (European Commission, 2004a) for development

6. Article 251 of the European Community Treaty.

7. Special Eurobarometer No. 222titudes towards Development Alebruary 2005. This was the first
such opinion poll to include the new Member States of Centralfeu
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policy which currently guides the use of astimated EUR 5.6 million annually. This is in addition to
the EUR 5.5 million per year of RELEX funds managed by field delegations and the EUR 1 million
per year managed by EuropeAid. These activities are loosedydamated for the whole RELEX
family.

The Community recognises the fundamental importance of public awareness for the future
evolution of Europe and isow mapping its strategy in this area. TWéite Paper on a European
Communication Policy(European Commission, 2006proposes to enhanceulgic debateon
European policiedlt is currently consulting with the Europearstitutions, government at all levels
and civil society in order to producecammunicatiorprogramme of action in 2007. Development co
operation can benefit from thimoaderconsultative process atide Commissiortould use tk results
of this exercise topromote a better targetealction plan for public awareness the area of
development.The diversity of audiences to be addressed and the need to work at the European,
national and even local levels suggests that such a plan merits careful preparation in order to best
targetlimited funds. Consistent with the current debate on division of labour between thei€3iomm
and the Member States on issues of developmeppemtia, this action should be implemented
collaborativelyand inclusively

Future considerations

1 The European Consensysovides a framework foa more consistent policy orEuropean
development coperation. The Commission needs itoplementthis broad visionin a
manner that mainias the integrity of thedevelopment agendét shouldemphasiseesults,
especially in achievingoverty reductiorand the MDG, with attention to priority cross
cutting issues

1 As the support for, and trust in, Community action eeslover timeMember Stateseed to
review the differentevels (Parliament, Council, special committegisjvhich they exercise
oversightof Commission operations. Oversight should be structured so as sivabegic
streamlinedand supportive ofCommission operationsThe currentefforts atdivision of
labour could provide an opportunity aovance this agenda

1 The current Communitgctionto develop aommunicatiorpolicy offersthe RELEX family
an opportunity to produeits own targeted action planrfgublic awarenessf European
development cmperation. Such a plan needs to baesigred and implemerdd
collaboratively with the Member States.
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Chapter 2

Policy Coherence

The rationale betind a Community approach

The European Union commitment to policy coherence for developimesits legal basis in the
European Community treaty (Article 178) which states that the Community will take account of
development objectives in all n@id policies that are likely to affect developing countries.

The priority and operational space accorded to policy coherence for developmgitvinrasince
the last Peer Reviewhe Community has actively contributed to the growing international consensus
on policy coherenceAlong with most major international donors it agreeshe need for government
policy coherenceamong plicies which affect poor and vulnerable nations. The international
community is still learning howestto approach this politicallgensiive topic(OECD, 2005)nd the
Community is cleaaboutits desire to help shape a broader international approach.

Because it is one of the world's largest economic blocs, European Union policies can have
substantial impacton developing countries, botbositive and negative. The growing Community
interest in playing a global leadership role also means that its decisions can serve as an influential
point of reference for neRuropean donors. As all donors now sagbethe volume of their aid, they
have een more incentive to ensure that these resources anenmidred inefficient or wasteday
policy incoherence.

Current European policy

The European approach to policy coherence for development has evolved over the last several
years, including some partieuly noticeable milestones. In 2001 the Council of Ministers approved
its much publicised AEveryt hi nfigeandiquotivke ancesstoi ni t i
the EU mar ket for the worl dds 49 | ellggsotls apagtv el op
from arms and ammunition. In 2002 the Commission set out its policy on the importance of trade for
devel opment . The Doha devel opment agenda has
priorities, as are the bilateral and regional Econoraidriership Agreements (EPAS) negotiated with
the African Caribbean and Pacific countries.

Organisationally, the Commission set up &rformal Network on policy coherence for
development in 2003 with the objective of meeting regularly to support the nobeagenda through

8. Policy coherence for development is defined as working to ensure that the objectives and results of a
government 6s devel opment policies are not under
which impact on developing countries, and thas¢hether policies support development objectives
where feasible.
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a networkcomposed by experts from tember States and the Commission. For the first two years,
this network functioned quietly and helped to stimulate a wider circle of European debate. It played a
strong role among the Member Statedegitimising its special function as a forum for European
debate on these issudduch of the operational responsibility for issues in policy coherence is the
responsibility of a special division within DEV, in the directorate for EU development policy.

By 2005 the Commission initiated an important new efféttropean Commission, 2005h)this
areaby focusing Council attention on attainment of thé®Gk by 2015. Council endorsed the
approach and publicly affrmeduEopearc o mmi t me nt t on hfiapnrcoendo tpeo laincdy ec ot
development in the context of the Global Partnership for Develdpuometer MDG8.° The Council

al so called upon the Member States and the Comr
and mechani s ms toadgsign nécessasy reaoureea in theair despective administrations to
carry out this priority focus, Al ooking at t h

(European Council, 2005 he Informal Network was identified as an appropriate mechanism to
promote European level discussion and to build European capacity and expertise in policy coherence
for development matters. The Informal Network accordingly has been increasingly active in these
roles since 2005.

Current targets of opportunity

The Cound has identified and committed to action in gority areagBox 2) where the policy
coherence challenge for development was considered particularly relevant. Each of these priority areas
includes commitments that are expected to help accelerate prdagresrds the MDGs. It is also
interesting to note that in all of these prior]
account 0.

This initial list of commitments drawn up by the Council is remarkably ambitious. Although still
early in itsimplementation phase, the list addresses a very wide range of issues and would benefit
from a clearer sense of priorities among them.

Operational responsibilities

The European Consensus reaffirm&ll) commitment to take account of development
co-operatian objectives in all policies. The Consensus introducdling Work Programmas anew
tool for following up the 12 policy coherence for developmeommitmens noted abovelt was
prepared by the Member States and the Commissidrcontains an overviewof priorities,a calendar
of work for both horizontal and thematjriorities and an informal factual list of international events
and foreseen Commission proposals in the 12 commitment. drfeasWork Programme is to be
updated at the beginning of eadwnEU Presidency.

The 2006 Work Programme allocated a range of roles for the Council, the Commission and the
Member States:

1 Council priorities: to improve its decisiemaking processes so as to integrate development
concerns into EU decisions; to integraieference to policy coherence for development into
discussion on each policy area where relevant; and to request competent Council working

9. Millennium Development Goal #8 promotes the development of global partnerships for development.
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Box 2. The 12 Council commitments

Trade. The EU is strongly committed to ensuring a development-friendly and sustainable outcome of the
Doha Development Agenda and EU-ACP Economics Partnership Agreements (EPAs). The EU will further
improve its Generalised System of Preferences, with a view to effectively enhancing developingcount r i e s 6
to the EU. The EU will continue to work towards integrating trade into development strategies and will assist
developing countries in carrying our domestic reforms where necessary.

Environment. The EU will lead global efforts to curb unsustainable consumption and production patterns.
The EU will assist developing countries in implementing the Multilateral Environmental Agreements (MEAs), and
will work to ensure that the capacities of developing countries are taken into account during MEA negotiations.
The EU will continue to promote pro-poor environment-related initiatives and policies.

Climate change. The EU recognises that one of the greatest environmental and developmental challenges
inthe twenty-f i r st century i s é contekttha ElW reconfirmsig eommiimant to the Kyoto
Protocol and its determination to develop a mediumandlong-t er m EU strategy to comb

Security. The EU will treat security and development as complementary agendas, with the common aim of
creating a secure environment and of breaking the vicious circle of poverty, war, environmental degradation and
failing economic, social and political structures. The EU will enhance its policies in support of good and effective
governance and the prevention of state fragility and conflict, including by strengthening its response to difficult
partnerships/failing states. The EU will strengthen the control of its arms exports € The EU will promote co-
operation in fighting corruption, organised crime and terrorism.

Agriculture. The EU will continue its efforts to minimise the level of trade distortion related to its support
measures to the agricultural sector, and to facilit

Fisheries. The Community will continue to pay particular attention to the development objectives of the
countries with which it will engage into bilateral fisheries agreements € the Community will continue to encourage
the conclusion of fisheries agreements in order to contribute towards rational and sustainable exploitation of the
surplus of coastal Statesd marine resources to the

Social dimension of globalisation, employment and decent work. The EU will contribute to strengthening the
Social Dimension of Globalisation with a view to ensure maximum benefits for all, both men and women. The EU
will promote employment and decent work for all as a global goal.

Migration. The EU will promote the synergies between migration and development, to make migration a
positive factor for development.

Research and innovation. The EU will promote the integration of development objectives, where
appropriate, into its research and development and innovation policies, and will continue to assist developing
countries in enhancing their domestic capacities in this area.

Information society. The EU will address the digital divide by exploiting the potential of Information and
Communication Technologies as a development tool and as a significant resource for attaining the MDGs.

Transport. The EU will address the special needs of both land-locked and coastal developing countries by
promoting the intermodality issues for achieving network interconnectivity as well as security and safety issues.

Energy. The EU is strongly committed to contribute to the special needs of developing countries by
promoting access to sustainable energy sources and by supporting establishing interconnection of energy

infrastructures and networks. 0

Source: Council of the European Union, Note 9266/05.
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parties to keep each other informed of activities, to hold regular progress reviews and to
prepare followup debate in Council.

1 Commissionpriorities: to monitor progress on each of the 12 priority areas, including a
biennial report in collaboration with &nber States; to evaluate and reinforce its impact
assessment system, notably the Impact Assessment Tool for adequate screening of new
policies and legislative proposals; to promote policy coherence for development at all levels,
particularly through theetevant strategy papers; and to host a database open to the Council
Working Group on Development (CODEV) members and those of its informal policy
coherence network.

1 Member Stateriorities: to engage their institutions in the 12 priority areas and en@urag
crosssector and intedepartment cordination; to exchange good practice; to implement
relevant policy coherence improvements in their own systems where needed and report on
progress as part of the biennial report to Council.

In line with the Commissin6 s mandate to monitor progress m
since May 2005, the Commission is now preparing a first biennial report on the topic in 2007. The
report will be designed to inform the policy coherence for development debate, taking intatacco
feedback from developing countries, civil society and the European Parliament. It will serve as a
public information tool. A guestionnaire was used to gather information from Member States, Council,
the Presidency and the Commission as part of thetrppeparation. The results of this first general
evaluation of the current, ambitious policy coherence for development mandate could become a
watershed for future European action. Depending on the quality of the evaluation, it could also be an
important pint of reference for the broader perspective embodied by the DAC3 Bates one
example where the Community has already measured visible progress on policy coherence for
development.

Box 3. Progress on European migration policy

One example of progress cited by the Commission is in the area of migration and development where initial
steps to review options for more coherent action were taken in 2002. At that time, the Commission advanced the
belief that proper migration policies would offer considerable potential for development.

A series of proposals was tabled in 2005 as a contribution to the UN High Level Dialogue, resulting in a
series of actions in topics ranging from remittances to the involvement of diasporas. At the end of 2005, the
Council adopted a global approach to migration focusing on Africa and the Mediterranean which enhanced
dialogue and co-operation on migration with African states and regional organisations. Ministerial conferences in
2006 led to the adoption of an Action Plan and a Joint Statement on migration for West Africa, then a Joint
Statement for the whole of Africa. At about the same time, the Commission adopted a European programme of
action covering 2007-2013. This proposes internal and external EU actions to combat brain drain and facilitate
temporary migrations in the health sector. Progress against the objectives of this programme will be evaluated by
the end of 2007.

Promoting additional European policy coherence for development

The Community has significantly furthered the principle of policy coherence for development
over the last five years. It is now learning how to monitor progress on this agenda and will report on it.

New opportunities are on the horizon. The recent decisionthdyCouncil of Ministers on
division of labour between the Commission and the Member States could help guide future European
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policy coherence for development. To date the Commission has performed its catalytic role in selected
areas of policy coherence Wwithe support of a small number of Member States. A clearer, public
definition of the representative roles for both the Commission and Member States could help to
assemble better the collective strength of the Union to support policy coherence for dengl@pis

can meansetting up both a Community amétional approach that moo®llectively aldresses the

issues of policy coherence. The 2007 evaluation of policy coherence for development action will be an
excellent opportunity to explore all of theseedtions for the future.

Better prioritisation and ceordination of policy coherence for development action

The EU commitment to policy coherence for development in 12 policy areas noted earlier is an
important political statement. However, it is more cftatement of general objectives than a targeted
listing of policy incoherence priorities. Some topics in the ksg.(transport) are not particularly
controversial or have not been described so as to highlight their importance to European policy
coherege .g.the area of agriculture does not mention the Common Agricultural Policy).

As the Community regularly reassesses progress on policy coherence for development, it should
review this list to best prioritise the issues where potential policy incoteries greatest or where
synergies can be maximised. The prioritisation of issue areas is an excellent topic for broader public
debate and should be openly vetted with civil society to encourage balanced choices for targeted
action. Similarly, a better gritisation of the action agenda will allow for a better allocation of limited
Commission and Member State resources.

The Commission seeks to play an increasing role in harmonising developmepération

among Member States in Brussels and in the fi€hl.realise this ambition, it needs to further
strengthen inteservice ceordination on competing policies through more systematic consultation and
mechanisms for reconciling differences in a timely and effective way. Brussels needs to send clearer,
more ®herent policy guidance to Community delegations and Members, especially the larger ones,
and needs to work with the delegations to synchronise policy position and messages. Given the
varying levels of skills in field delegations, priority country postsymaed to strengthen their
capacity and credibility to play this role. Such efforts will help assure improved policy dialogue and
better orchestrated policy action that results in greater influence and better development impact.

Better organsation withMember State

To date the Commission has largely used its internal resources to promote policy coherence for
development opportunities as they arose. The mandate laid down by Council in 2005 that invited both
the Commission and the Member States to sthemgtheir systems in this area was timely. When
added to current efforts for a better division of labour, this offers an opportunity to orchestrate a more
collaborative team effort on policy coherence issues and could provide new strategic focus and
organsational efficiency at the European level. Timfoimal Network on policy coherenckas
evolved considerably over the last four years and perhaps now could serve as part of a more formal
and dynamic European effort to bring together the collective foréetheo various national
programmes with that of the Community.

An immediate implication of the more effegti organisation of European policy coherence action
will be the opportunity to draw upon the collective resources of the Member States to carrg out th
work agendaA clearer common agenda couwliibw parts of the agenda to be delegateihddvidual
Member States and other selected partiheradership in this effort need not be the sole responsibility
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of the Commission, which should ensure that miotéidaMember States can play a lead role as
appropriate.

Collective monitoring of results and performance

Both the Commission and the Member States increasingly recognise that improved monitoring
and reporting of results is a growing priority for all aspest development coperation. Policy
coherence actions need to be fully integrated into the perforaasesl framework. The current
experimentation with common European vision, implementation and evaluation in the field could offer
the opportunity to cééctively monitor results and performance at the European level, including the
key area of policy coherence for development. The Commission and Member States are encouraged to
increasingly think in these terms.

Future considerations

i The operational ageradof policy coherence commitments merits review to ensure that
attention and allocation of resources are used for priority areas.

1 The Commission and the Member States should examine ways of bringing issues effectively
to the decisiommaking level, refledhg their respective competences.

1 The Commission should take advantage of the work programme to further enhance
inter-service ceordination and communication to the field, based on a common agenda and
countryspecific policy positions.

i Policy coherence #ions should be increasingly integrated into Commissiesults
monitoring and reporting, if possible in concert with Member States.
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Chapter 3
ODA Volume, Channels andAllocations
Overall official development assistance

Steadily increasing ODA

I n 2005 t he European Communityads of ficial
USD 9 390million (EUR 7 555million)*® an increase of 6.0% in real terms on the previous year,
making it the sixth largest delopment actor in the DAC. There has been a steady increase in real
terms in Community aid from the late 1980s to the present day (FigjuRreliminary figures for
2006 show Community ODA at USDD 204 million, a 5.7% increase in real terms from 2005.

Figure 1. ODA net disbursements
At constant 2004 prices and exchange rates and as a share of GNI
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Scalingup

The Community also has a role to playensuring that the EU as a collective contributes to
increasing the quality and quantity of aid to meet international commitments.

10. Community resources are also counted in the ODA of Member States as reported to the DAC.
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At the UN World Summit in September 2005, the Commission helped galvanise Member States
to commit much higher amounts of @0han they had at Monterrey in March 2002.(0.39% of
GNI in 2006). Each Member State has now committed to a new interim target for 2010 of 0.51% of
GNI (0.17% for the new Member States) in order to achieve the 0.7% target fixed by the UN for 2015.
This will take the EU collective effort 16.56% of GNI in 2010In volume terms the Commission
calculates that by 2010 an additional EB®billion may become available annually.

Much of this increase will be the responsibility of the Member States. A nuaibbdember
States are close to reaching or have already surpassed the 0.51% target (including some that have
already met the 0.7% rate). But there are others, some of which are relatively large, that will have to
overcome considerable challenges. And éh@re some new Member States who, as nascent donors
have neither the capacity nor resources to meet even these modest aims. It is not clear yet precisely
how some Member States will manage larger aid portfolios. The Community itself has a feasible task
of achieving and managing relatively small increases in its own aid programme, but this may change if
Member States look to it to manage some of their aid, perhaps throdigiammcing or delegated €o
operation. Therefore it will need to expand its visiortHear to ensure it plays a role in leading,
encouraging, tracking and helping Member States
Community, this is a good example of the role that it can play.

Financial reform

The Community funding structufer development activities has evolved as new ideas and tasks
have emerged. Prior to the previous Peer Review a confusing total of 35 financial instruments were
devoted to fAExternal Rel ati onso. The External
funding but also include ne@DA funds. They are managed principally by the RELEX family of
institutions noted in Chapter 1.

A recent fundamental reform of the number and scope of the financial instruments was defined in
t he Co mmCosmmunioatiod ®n # Future Financial PerspectivedEuropean Commission,
2004b) This has consolidated the various instruments into a far more manageable set of 10, beginning
in 2007. Nine of these instruments are drawn from the Community budget: two are geographically
focused; one is both geographically and issues focused; and the remaining six are issues focused.
Tablel provides a summary of the new instruments and those that they have replaced. It also includes
the European Development Fund (which is ektidgetary).

The European Development FurfiEDF) andthe Development Cepperation InstrumentDCI)
are the Community®és pr i mar yoperation Bogether&DF ahdoD&l s f o
represent the majority of total ODAowever they have been created, andnas@aged, differently.
The EDF is a multiannual fund and provides support to developing countries of the African,
Caribbean and Pacific (ACP) regions and the Overseas Countries and Territories (OCT). It is made up
of voluntary contributions from Member&gés outside the Community budget. Th& E®F will run
from 20082013 and is programmed by DEV. TBEI, on the other hand, is financed directly from
the Community budget and funds development programmes principally in Asia and Latin America, as
well asCentral Asia, the Middle East and South Africa. It also contains five thematic prograhitnes.

11 The five thematic programmes are: (i) investing in people; (i) environment and sustainable
management of natural resources; (iii) rstate actors and local authorities; (iv) food security; and (v)
migration and asylum).
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runs from 20072013 and is mainly managed by RELEX. Although also implemented by EuropeAid,

it has a different set of rules and regulations to the £DF.

Table 1. Ten financial instruments for External Relations

INSTRUMENT INFORMATION REPLACES FUNDING Est. % of
(2007-13; total
M EUR) (2007-13)
10" European Funds: Africa, Caribbean and Pacif 9" EDF 22 682 32
Development Fund (EDF) | (ACP) and Overseas Countries a (200813)
Territories (OCT)
Development Funds: Asia, Latin America; som ALA, some of 16 897 24
Co-operation Instrument | Commonvealth of Independent State| TACIS, 10
(DCI) South Africa; sugar restructuring in AC| thematic lineg1)
states; and fivéhematic budget lines
Humanitarian Aid Immediate response to humanitari{ Largely unchangeq 5613 8
crises
Instrum ent for Stability For crisis response and preparedng Rapid Reaction 2 062 3
(IfS) global and transegional border| Mechanism
challenges (RRM)
European Instrument for | For democracy, rule of law and humg Previaus EIDHR 1103 2
Democracy and Human rights regulation
Rights (EIDHR)
Instrument for Funds: Six Western Balkan countries 8 PHARE, ISPA 11 468 16
Pre-Accession (IPA) Turkey SAPARD
CARDS
Turkey
pre-accession
funds (2)
European Funds: 17 countre in Mediterranean| Mainly MEDA (3) 11181 16
Neighbourhood and Eastern Europe, Caucasus, Russia and and some TACIS
Partnership Instrument Middle East
(ENPI)
Macro-economic Largely unchanged. Used on a case| Unchanged Not -
assistance case basis to meet exceptional finang programmable
requirements (since 2002 used muyifdr
Western Balkans and NIS)
Instrument for Modest size. Coperation and exchang Previous ICI 172 -
Co-operation with programmes regulation
Industrialised Countries
(ICh
Instrument for Nuclear For Nuclear Safety Part of TACIS Average 1
Safety Cooperation regulation 75 million per
(INSC) annum
1. Asia and Latin America (ALA); Technical Assistance for the Commonwealth of Independent States (TACIS).
2. Instrument for enhancing administrative capacity and promoting social and economic inclusion to all Central/eastern

European countries (PHARE) until 2000; Instrument for Structural Policies for Pre-Accession (ISPA); Special Assistance
Programme for Agricultural and Rural Development (SAPARD); Community Assistance to Reconstruction, Stability and
Development in the Balkans (CARDS).

3. Mediterranean Development Assistance Programme (MEDA).

Note:

Grey i mainly ODA.

Not shaded i mainly non-ODA external assistance.

12
procedures.
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As a result of the recent foems, however, both now use the same financial and administrative
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The consolidation dinancial instrumentias been an important andcessary exercise and
should bring greater transparency, efficiency and effectiveness. But there may be more opportunities
ahead for integrating and reducing the numbéngifumentssuch as in 2013 when the current budget
and most budget lines expire.

Financing development assistance to the ACP countries from the Community budget rather than
from voluntary contributionsie.ibudgeti sati ono of the EDF) <coul d
standard set of rules and regulations could be used forli6¥ and RELEX managed countries and
this also could ultimately facilitate a more efficient organisational approach. The Community is
encouraged to continue its review of more efficient (and ultimately more effective) budget options for
development.

Bilateral aid

Gross bilateral ODA has increased steadily over the last five yd@atdeB.2), with the
exception of a sharp increase2@01 due to the Balkartsisis and subsequent-agljustment in 2002.
Gross bilateral ODA was USB863million in 2005, upfrom USD7 521 million at the time of the
2002 Peer Review. The vast majority of ODA is bilateral and counted for 93% of total gross ODA in
2005, a share that has remained relatively unchanged over the years.

Geographical allocation
The 145 recipient cauries

The Community now distributes its ODA across 145 recipient counffi@sl€B.4), a smaller
number than the 160 in 199495 and the 150 in 199800, but still the largest spread of any DAC
member. Although it is proud of this broad reach, thewgrg focus on complementarity with
Member States (Chapters 4 and 5) means the Community can give thought to prioritising further and
slimming down the number of countries to which it provides ODA. Its presence in all developing
countries may be justifiedhia ceordination role but not necessarily as a donor agency.

Regional/countrjocus

Africa is the largest region benefiting from Community assistance, receiving 52% of the total
ODA in 2005, well above the DAC average of 35%alfle B.3). A large proportin (42%) of this is
assistance for suBaharan Africa, although that has fallen from a high of 45% in 2003. Spending in
North Africa has been relatively stable over the last few years and remains high aiN&D%.
unexpectedly, North Africa and Europe ahe two regions where theo@munity funds well above
the DAC average (more than three times the average in both cases). Both are areé@shabexe
strong geepolitical interest. ODA to Asia was constant between 2802 2@4, and rose in 2005, but
at 17%it remains below the DAC average. Funding to the Americas has been static at 10% over the
last three years. ODA to Oceania has been constant at 1% every year, matching the DAC average.

In terms of assistance to individual countries, Turkey (an applioa®U Membership) tops the
list and receives 5% of countallocable Community aid, whereas it did not feature in the top 20
recipients 10 years agddbleB.4). Afghanistan and the Democratic Republic of Congo are new
among the top five recipients withthe last five years. Iraq is absent because most of its aid (over
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USD 200 million in 2005, if debt relief is included) is transferred to the World Bank and the UNDP as
multilateral aid. Unsurprisingly, the focus on the Balkans, which may have skeweijuhes fin
2001, has been reduced.

Spending by income category

Assistance to Least Developed Countries (LDCs) accounted for 42% of total assistance in 2005,
well above the DAC average of 23% (TaBI&). In 2001 the figure stood at 31%, rose steeply #b 45
by 2003 but subsequently dropped by 3 percentage points over the following two years. The above
average assistance levels to LDCs are somewhat lessened by lower than average assistance to other
low-income countriesi 14% in 2005 compared to a DAC averagé 20%. Aid to Lower
Middle-Income Countries (LMICs) has fallen steadily from a high of 44% of EC total assistance in
2001 to 33% in 2005, and is well below the DAC average of 53%. Conversely, aid to Upper
Middle-Income Countries (UMICs) is high at 12%uf times the DAC average, and has remained
relatively constant over the last five years. Of the top ten recipients of EC assistance, five are
categorised as Least Developed Countries or otheimoame, four are Lower Middicome, while
the largest rdpient, Turkey, is an Upper Middlimcome Country.

The Community has been under pressure from some Member States to increasingly concentrate
on LDCs and other low income countries, partly as a way to retain the poverty focus of its assistance.
As noted, ktween 2001 to 2003 aid to LDCs and other-io@ome countries did increase fairly
sizeably, and there was an equal and opposite reduction of aid to MICs. However, from 2003 to 2005
there has been little further increase in assistance to these coumtrisaily 1%). This suggests the
need to reexamine the trend of assistance to LDCs and other low income countries, and in particular
to countriesinssahar an Afri ca. This may in part be du
influence funds in theontext of the EDF (an exttaudgetary contribution determined by the Member
States) or the Community budget (determined by the Council of Ministers and the European
Parl i ament), and because o fneighboar statespparticraimtbee a c c ¢
context oftheir eventual integratiomto the Union.

Sector allocation

The Community is wrestling with how to tighten its focus on particular sectors, ensuring that it
works in areas of comparative advantage and that it maximises completpenitiriMember States
(i.e. identifying sectors where the Community could be active and others where it could reduce its
presence and defer to Member States). For example in Benin (Annex C), the delegation reduced its
support in the health sector partlyedto the presence of, and in-aaination with, other donors.
Instead the delegation is focusing on the increased use of general and sector budget support where it
was perceived as having a comparative advantage.

Democratic governance

One of the key seats now receivinga strong political push from theommunity leadershifs
democratic governanci#/hen allocating assistanceAG€P countriest uses a twestep approach) an
initial allocation is made at the beginning of the progranbased on the @nmunitydp s st andar
allocation modelandii) an extra"incentive tranche'tf up to35% of the initial allocation is given if
the partner addressan agreed set of governance issi&sce he G@mmunityprefers to use uxlget
support whenever feasihl¢he ncentive tranche often will be part of a budget support programme
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This is for a number of reasons, one of which is its purported ability to strengthen both country
ownership and governandghapter Sontainsfurther information orihe topic of lidgetsupport.

Social infrastructure

In terms of bilateral ODA statisticd§i s oc i a l infrastirscthee Camduesie
largest assistance categoryableB.5). In part this may be due to a European Parliament
recommendation that 35% of ODA betargeted t he soci al sectors. The (

category has risen substantially from 26% of all aid in 2000 to 42% in2008, now well above the

DAC average of 34%. Within this category, the Commission states that health and education are key
priorities: these sectors have remained stable at 6% and 4% respectively over the last five years. The
maj or increase in spending on the soci al sector
from 2% in 1995 to 9% in 2000, and reached 19%062

Economic infrastructure

Infrastructure is perceived by some commentators as an area of natural comparative advantage
for the Community. In 2005, Community assistance to this sector stood at 15% of total bilateral sector
allocable assistance, which slightly above the DAC average. In October 2006 the European Council
endorsed the ne&U-Africa Partnership on Infrastructyre whi ch ai ms to support
at continental and regional levels and focuses on four areas: transport; watenitibrsaenergy;
and information technology. The Partnership will benefit from the BlBRillion that the 18 EDF is
expected to dedicate to infrastructure for the period 2008. It will be supported by a new
EU-Africa Infrastructure Trust Fund, d@nnovative initiative allowing the Commission and Member
States to leverage significantly larger funds througHimancing agreements with the European
Investment Bank and European and African development financial institutions. There are also
CommunityACP Energy and Water Facilities, thematic futidst sit outside and are not factored into
the Country Strategic Planning process, imgkverall strategic planning more difficult

Gender

The EuropeanConsensus identifies gender equality as one of thectiwemon principles of EU
development coperation The Gmmunity published ae gul at i on on APromoting
and Development Goper at i on o0 and phdspto issuea 2w Policy on gender and
development in 2007t claims that gender is coprehensively mainstreamed in its programmes, and
suggest that gender equality is a primary or significant objective in 35% of its total ODA
programming. Furthermore, theo@munity has made efforts to increase staff capacity on gender
issues, such aBy sdting up a Gender Helpdesk in 2004 as a resource for EC Headquarters and
Delegation stafflt alsoorganisel 24 gender workshops in 2005. However, as noted in Chapter 1, the
important challenge now for the Commission is to demonstrate successful actieamhémiation of
gender policy. Even though the Commission and the European Consensus has highlighted gender
equality as an integral part of its development policy, these principles do not seem to be applied
consistently in programme implementation or highted as an important indicator when measuring
programme performance.
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Humanitarian aid and food security

Humanitarian aid remains a funding priority, with approximately 11% of bilateral ODA allocated
to it (Table B.5). A recent change has been the assighof responsibility for food aid to ECHO
(previously managed by EuropeAid). ECHO now man
runs a new Food Security Thematic Programme. A complete report on humanitarian aid is provided in
AnnexE.

Multilateral aid

Because the Community functions both as a donor agency and as a multilateral recipient of
Member State funds it is understandable that it does not allocate a large proportion of its funds to other
multilateral institutions. Assistance levels to intfanal organisations has generally remained stable
over the last 20 years at around 7% of gross ODA, representing68URnillion in 2005
(TableB.2).*® Of this assistance, roughly twhirds is provided to UN agencies and dhied to the
World Bank whidr acts as an implementing partner. The Community contracts with these
organisations rather than contributing to quotas or making voluntary contributions.

Steps have been taken to improve working relationships mtighniationalorganisationsFor the
UN, a communication entitleBU-UN relations: The Choice of Multilateralismas released in 2003
and a Financial and Administrative Framework Agreement (FAFA) was also introduced in that year.
The FAFA provides the legal, financial and administrative framewarkontracts concluded between
the Commission and UN agencies. A similar framework document exists for the World*Bemk.
annual, formal dialogue known as tliildmelette Agreemeni was put in place in 2003. This forum for
collaboration is used for exchging information, discussing issues and improving ways of working
together. It produces a joint Commissidforld Bank action plan and joint letter to delegations on
implementing the improved relationship. The Community and World Bank both agree thagtténtel
a step forward, but recognise that there is room for improvement in this process and in the
relationship"®

Fifty percent of EC funds granted to international organisations goust Fundsand these are
particularly used during large crisesg. Tsunami, Afghanistan, etc.). This approach permits funds to
be spent quickly, and is expected to be used even more frequently as the Community and the Member
States take on the challenge of scalipgtheir aid. The greater part of the responsibilitil fall on
the Member States, but the Community will still be expected to do more, and the Member States could
use the Community as a conduit for some of thes
International Organisations (the UN family athé World Bank) are targeted, rather than contributing
to core funding. At present there are two indep
partnerships with international organisations. These could provide important information for
strenghening its agenda and relationships with these bodies.

TheComm ssi onds rel ati ons hi paldbenetit tomaormptehehsave e r a |
framework. The Commissiocould also be clearer abothie role it playsn relation tothe Member

13 To maintain a balance, the Commission also reports that the Community provides a roughly
equivalent amount of bilateral aid to the multilateral organisations.

14. The World Bank Framework Agreement.

15. The ALI mel et t eWorldpBark cc@laberatiarinDG EDEV/A3 presentation, Brussels,

13 September 2006.
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States (.e. as a multilateral itself, as a stand alone donor, or as a conduit for Member States funds). It
should be recognised that the Community functions more like a multilateral than a bilateral donor and
that the character of its relations with other imhatieral organisations is more as a partner or a
contracting agency than a contributor. It should continue to improve its relations with multilateral
organisations like the World Bank and the UN.

Debt relief

The G@mmunity is asupporter of the Heavily Irabted Poor Countries InitiatilIPC) pledging
EUR1.6billion over the last 10 years: EUs80 million as a creditor on its own claims (channelled
through the European Investment Bank) and B3Rmillion as a donor to the HIPC Trust Fund.
However, debtelief is not a significant proportion of Community assistah@s TableB.2 shows,
Afaction related to debto is a negligible percen

Future considerations

T We commend the Commi s stheoEtoscommé ®dncreasedDd i n g
targets As most of the burden for scaliugp will fall on Member States, the Commission
should continue to be a driving force in monitoring and encouraging progress towards these
targets.

1 The Community has made good progss in combining andeducing the number of
developmenbudget linesand should guard again@liferation This includes ensuringpat
anynew thematic budget lines goeoperlyconsidered inthe Country Strategy Plan process.
Concerning the key EDF anBCl accounts, it should continue to unify the rules and
procedures of the main budget lines of development as opportunities permit.

1 The Community has the widest geographical coverage of any DAC member. It is encouraged
to prioritise and ensure it doestrgpread itself too thinly, especially as a donor agency.
Attempts to increase prioritisation amongst sectors are also encouraged.

1 Despite efforts over the last decade to increase assistance to LDCs anidwetimeome
countries focus on these countriéas dipped slightly in recent years. The Commission and
the Member States are urged to maintain the trend of increased assistance to low income
countries, especially those in sBaharan Africa.

T The Commission should ensure that it has a considerecbamatehensive framework for its
interaction with the multilateral institutions and should clarify the role it plays in relation to
Member States. It should continue to formalise and strengthen its relationsuiiilateral
organisationsike the World Bak and the UN.
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Chapter 4
Organisation and Management
Developmentorganisation
The broaderinstitutional context

Community development eoperation has evolved flexibly over time within tieentext of
political change in the European Union. Broade
geographic programmes of external assistance and developmeperedion. Thaange of political
mandates has fostered different forms of comparimentalisation organisational procedures,
relationships and implementation perspectives

Development capperation decision making takes place in the broader European Community
organisational context. The 27 members of the current Barroso Commissiorebponsibilities for
different Directorate$seneral and act as a college to forge policy across portfolios. Noteworthy for
European development@wp er at i on, the Commi ssion isS respons
external assistance budget and for negjog trade and coperation agreements on behalf of all
Member States. It initiates and implements development policy in collaboration with the Council of
Ministers® which is composed of representatives of the 27 Member States, and the European
Parliamen,’ composed of 78Blected representatives.

An institutional challenge to the Community is how to best integrate the 12 new members of the
European Union in their role as emerging bilateral donors. Some of these donors find it difficult to
conform to thestandard development -@peration guidelines produced in Brussels. It will be
important for the Commission to work closely with new members to help integrate them into the
increasingly ceordinated international approaches to development policy and gelive

The key development institutions

The key institutions of Bopean Community development-operation argart of theRELEX
family found in Chartl. The coredevelopment servicesre i)the DirectorategGeneral for
Development and Relations with Africa@aribbean and Pacific States;thp DirectorateGeneral for
External Relations;iii) EuropeAid Ceoperation Office; and iv) the DirectoratéGeneral for
Humanitarian Aid. Collectively these institutions fothe organisational focus of this Peer Review.
The RELEX family also includes the Director&eneral for Enlargement and Director&@eneral for

16. Essentially the Development Committee (CODEV) and the ACP Committee, with contributions from
the Africa and other erking groups. In the Council, development issues are dealt with in the General
Affairs and External Relations Council (GAERC), in the framework of which Development Ministers
meet formally twice a year, with the possibility of further informal meetirigedessary.

17. Leadership on development matters is generally located in the Parliamentary Committee on
Development (DEVE).
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Trade. A reminder of the importance of developmenbperation for overall Community external
relations action is that an estimated 90% of all externaltiogls funding is in the development
co-operation area. The formal organisational structure of the four core development actors is provided
in AnnexF. Additionaldevelopmentelatedinstitutionsaredescribedriefly in Box 4.

1 TheDirectorateGeneral foiDevelopmentnd Relations with African, Caribbean and Pacific
States(DEV) initiates and formulate Community development eoperation policy for all
developing countrieand more narrowly cordinates @mmunity relations witlall countries
funded by the Hropean Development Fund (mainly @&untries of the ACP). DEV also
manages programmes withe African Union, the regional economic communities] tne
Overseas Countries and Territortn 2006, it employed some 290 headquarters staff.

1 TheDirectorateGeneral for External RelatiofRELEX) contributes to the formulation of
range ofexternal relations polies including those ircommon foreign policy and security,
development, humanitarian aid, trade and enlargeniteigt.responsible for relationsith
international organisations, such as the United NatithesQrganisation for Security and
Co-operation in Europandthe Council of Europeand the administration of more than 120
overseas elegations. RELEX isoperationally responsible forsome 55 development
programmes innonACP countries funded out of the Community budgkt 2006, an
estimated total of 12Beadquarters staff was assigned to developmeopemation issues.

1 TheEuropeAid Ceoperation Office(EuropeAid)is the centre of managemesipertise for
all Community development eoperation (excluding humanitarian assistance). It
implemens the external aid instruments, whethiemded by thebudget or the EDF.
EuropeAidis responsible for all phases of the project cy@esign financing decisions,
implementationmonitoringandevaluation) It ensures that Community aid is implemented
effectively, maintains qualitystandardsindis responsible for promioig sound financiaand
contractmanagementEuropeAid was established in 2001 andrafes under the aegis of
the Commissioner for external relations and European neighbourhood policy. It is very often
referred to withADCODhéeé bCommind yi @as &suridpeAic
In 2006, it employed some@DO headquarters staff.

1 The DirectorateGeneral for Humanitarian AIQECHO) provides specialisedemergency
assistance and relief to the victims of natural disasters or armed conflict outside the
European Unionlts goods and services reach disaster areasame 200partners(eg.
NGOs,the Red Crosand UN agencigsSince 1992, ECHO has funded humanitarian aid in
more than 8%ountries. Itis one of thewo r | largest institutionsin the field of
humanitarian aid and in 2005 provided U$MD46 million of emergency aid, food éiand
aid to refugees and displaced persans2006, it employed 213 headquarters staff and
maintained another 100 in the field.

The roles played by these core development institutions have continued to evolve since the
previous Peer Review. Generallyesiking, policy and key strategic functions are retained in Brussels
through the work of the Directorat&eneral, the various Member State Committees and the European
Parliament. Implementation responsibility, particularly financial and contract managgemetions
are essentially devolved to the field delegatioBsropeAid works closely with delegations to
facilitate overall aid implementation. Development policy making, programming and implementation
are generally cordinated among DEV, RELEX and EpeAid under the terms of a 2001 Inter
Service Agreement.

18. The Overseas Countries and Territories (OCT), largely islands, represent 21 separate locations in the
Caribbean, Pacific, India®@cean, North Atlantic and South Atlantic.
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Box 4. Additional development-related institutions

i) DG Trade is responsible for the commercial policy of the EU. It plays an important role in ensuring the
consistency of EU commercial and external development policies, including trade issues in the
developing world.

i) DG Enlargement is responsible for the accession of European countries into the EU. This includes
some large ODA recipient countries such as Turkey.

i) DG Economic and Financial Affairs is responsible for macro financial assistance, mainly to the Balkans
and Newly Independent States. It also contributes to the development of Community economic strategy
relating to developing countries, co-ordinates with the multilateral development banks and plays an
important role in debt issues in the developing world.

iv) The European Investment Bank (EIB), located in Luxembourg, is the lending institution of the European
Union. Outside of its European investments, it governs lending responsibilities concluded in
Community development co-operation agreements. These represent less than 10% of EIB total
disbursements. It also collaborates extensively with other multilateral development banks such as the
World Bank, and the African, Asian and Inter-American development banks. It should be noted that EIB
is not an implementing agency, but a financial institution. DEV is on the EID Board.

v) Eurostat, the Communityds Statistical Aut hor irtstatisti¢s @
gathering and reporting on behalf of the Union, and supports selected statistical development activities
in the developing world.

vi) The Court of Auditors, located in Luxembourg, is authorized to audit the Community accounts and
review budget management, including ensuring value for money. It has undertaken several audits of
external relations activities.

The role of development institutions outside government

The Community works directly with a range of developrragnted institutions outside
government, particularly a large number of European-governmental organisations (NGOS).
Collaboration is largely focused on:pdlicy dialogue and advocacy issues; and ii) implementation of
projects, both in Europe and the developing world. The fiaseégory of collaboration is largely
sustained by European NGO umbrella groups or netwarks CONCORD, VOICE, EUROSTEP)
which themselves may represent up to several hundred individual European NGOs. These umbrella
networks often offer a credible, altetive point of view to the official perspectives of the
Commission on issues of developmenoperation. The second category ofageration is driven by
funding arrangements with the Commission, whether for development projects in the developing
world or for development education actions in Europe. This category includes hundreds of European
and developing world NGOs.

Whether in Brussels or in the field, one consistent message received by the Peer Review team
from European and local civil society orgatisas was the desire for greater consultation and
information sharing between civil society partners and the European Community. The Community
should persist in developing this type of relationship, particularly given the potentially important role
of civil society in helping to reduce global poverty, working towards achieving the MDGs and
ensuring that ODA targets are met.
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Working towards a better organisational division of labour

For the Community, i d)asmspein asnaa arganigatbicopoept Which a pt er
ensures that the work of the Commission and Member State institutions maximises value added. The
Peer Review team stresses the fundamental importance of agreeing on the details and implementing
the most appropriatelivision of labourbetwesn the Commission and the Member States. This
crosscutting aspect of future European Community aid organisation offers the Commission and the
Member States a constructive opportunity to invest more rationally and efficiently their collective
development dinding and to reflect on ways to better share their collective human and financial
management resources to administer this funding. Chatemtains a description of this effort.

The principle of division of labourlso applies to the internal organisatiof the Commission,
particularly the current division of labour on developmenbperation between DEV and RELEX.
Their organisational relationshiyas its historical roots imé European Development Fund whis
givenDEV a geographical focus ontheCP countri es. By default, REL I
nonACP countries.Despite the overarching framework of the European Consensus, DEV and
RELEX interpret the development priorities of their institutional mandates differently. Their different
geogaphical coverage also gives them different exposure to developing world realities and
experienceFrom a development eaperation point of view, the rationale for this division of labour
merits review in the face of growing international efforts to prondete=lopment coherence and aid
effectiveness.

This organisational isswedso applies t@everal other DAGnembers who regularlgomment on
the different responsibilities afheir own ministries of foreign affairs and the ministries (or agencies)
of develgpment ceoperation.It would make sense for the Community to reflect on the BRBLEX
organisational division of labour as circumstances evolve in the fidugeeyentual budgetisation of
the EDF or adoption of a European Constitution). Peer Review tisgussions with Parliament,
Member States and civil society suggest that many external partners would favour a more unified
Community organisation for developmentaperation, to minimise institutional redundancy, to shape
development policies that angf@rmed by the full geographic range of development experience and to
ensure that development-operation leadership is unambiguously dedicated to the priority issues of
development.

Management
Recent internal reform

Since the last Peer Review, Commynmanagement reform has transformed many aspects of its
development coperation system. Central to the overall pace and structure of that reform was the
creation of EuropeAid in 2001. EuropeAid has responded purposefully to its mandate to implement
the gowing and increasingly diverse portfolio of activities funded at the European level. It (along with
ECHO on the humanitarian side) is the only European development institution with a strong
management culture. Its role as the Brussels point-ofdioation for implementing most Community
development action is a factor in the successful devolution of responsibility to field delegations.
Because of EuropeAi ddéds special institutional r
continues to develops role and capacity, it could be given a stronger role in shaping development co
operation as opposed to simply helping to implement it.

The range of management reforms carried out since 2001 includes those confirmed by the 2005
European Consensus, sugh principles of engagement, delivery and policy. The Consensus outlined
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objective criteria for resource allocation and for targeted improvements in harmonisation with external
donors, in streamlining internal procedures, reinforcing quality control attdrhuse of results. The
Memorandum of the European Commissi@ECD, 2007) submitted to the DAC for this Peer
Review lists the reforms in place since 2001, including:

T  The creation in 2006 of a more streamlined sefimdncial instrumentswhich channel
development coperation essentially through the DCI and EDF instruments. This is a major
first step to harmonising and simplifying the procedures needed to manage Community
funds. It also aligns the programming cycles of the DCI (2ZD8)7and EDF (20083) to
permit further harmonisation of these instruments over time.

1 Thefinancial statisticsof Community aid have improved considerably since the last Peer
Review. Commitments (EUR.6billion in 2006) and disbursements (EWBESbillion in
2006) are at rawd levels; financial planning has improved; old files have been substantially
cleaned up; outstanding commitments are now under control; and overall commitments and
payments have increased.

i Considerable effort has been madegtade and traimmanagers irthe appropriate use of
simplified procedure® This has included user friendly guidelines on the methodologies,
themes and procedures of the new systems, all of which have been shared with staff through
an average of 1days of training per person in 2006.

The Peer Review team noted thaese reforms carried out betweer2001 and 206 were
frequently presented by the Commission as ficomp
in both Benin and Pakistan (including local government, civil sociedyfelfow donors) all frequently
commented on the continuing need to simplify Community procedures and accelerate the speed of its
actions. The harmonisation agenda now being undertaken by the Community and the Member States
(Chapterb) may help lead to ftiner procedural simplification and streamlining in this sense.

One speci fic exampl e dr awn from the-wifn@l d
administrative arrangement that could be created by simplifying the grant process for NGOs and even
permittingcivil society organisations to use their own administrative rules, so long as they have been
pre-certified. Current administrative arrangements were regularly described as cumbersome and even
counterproductive. One major report (F.M. Partners Limited,3)0én this topic suggests that these
arrangements harm the Commi ssionb6s relationshi
i nappropriate overemphasis on procedures and c
revision of these regulations bthe Commission should include consultation with the NGO
community.

Strategy and programmingnanagement

There is a hierarchical approach to the shaping of Community developrrgmeéaion strategy.
Firstly, the European Union Treaty (Article 177) sais the broad, historical rationale for Community
development coperation: ifostering of sustainable economic and social developmetttgigmooth
and gradual integration of the developing countries into the world economy; aie igampaign
againg$ poverty. Second, periodic statements of vision, now embodied by the 2005 European
Consensus (Chapt#&j, provide greater vision and implementation clarity. Thirdly, the Consensus is
further translated into thematic or regional strategies. Finally, godetegations work with partners

19. In our field visits to Benin and Pakistawe noted that delegati®taff made extensive use of tivell
written Aid Delivery Methodseries, particularly¥olume 1: Project Cycle Management Guidelines
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and headquarters to develop locapecific country strategy papers (CSP), which are implemented
through specific projects or programmesCAmmon Framework for Country Strategy Pafeveas
adopted by Council in 2006.

While the broad lines of this programming process appear straightforward, the actual
programming process is less so. The reform process aimed to improve the quality of Community
project programming and thus incorporateduality controlelement into its progimming processes
vi a IntenServiée Quality Support Groop (| QSG) i ntroduced in 2001.
recommendations on the drafts of main programming documents to ensure that the range of
development policy principles are addressed (policyk, miainstreaming of crossutting issues,
complementarity and harmonisation, country ownership and alignment, focus on results). IQSC was
also instrumental in promoting many of the recommendations of the previous DAC Peer Review. The
IQSG can make recommdations across Directorat€@eneral and across topics because of its
seniorlevel, interdepartmental composition. At a lower level of the programming hierarchy,
EuropeAid set up a new Directorate for Operations Quality Support in 2005, phficenQualty
Support GrougoQSG) dedicated to office levacttivities. The 0QSGs are organised into five groups
(four geographic, one for horizontal policy areas) and are involved early in the preparatory process of
the project cycle so as to promote crfesilisation between geographic and thematic are@SG
action should be particularly useful for system feedback and reforran ghe rapidly evolving
management requirements of Community developmenbopeoation and particularly as it
contemplates major newpproaches, such as aid effectiveness and complementarity.

Devolved managementhe field perspective

A key component of the RELEX reform process has been the devolution of management
responsibility to the field debegvdattihams, Kt hef t@om
system. Devolution began 2000 guided by the st
and decided on the spot, close to what is happening on the ground, should not be managed and decided
i n Brussel s. o Séviave, ¢herefokeethe | CaraniissioR éas rmad® a major effort,
particularly through EuropeAid, to transform its centralised bureaucracy into one that was
substantially devolved to 81 field delegations by 2004. An outline of the new devolved
implementation workbw is contained in Anne&%. At the level of procedures, committee
management (Acomitol ogyod), financing decisions
Brussels, while individual commitments, tendering, contracting and payments are made by the
delegations. At the level of content, delegations identify activities, assess feasibility, implement and
evaluate them, while Brussels is responsible for programming and for general, thematic and quality
support. In 2005 EuropeAid estimated that more tH@¥ &f geographic funds and 66% of thematic
funds were managed primarily by the delegations. In tofd9additional staff posts were allocated
to the field over this period, giving delegations a different staffing profile, which included financial,
contracting or legal experts and engineers.

Peer Review visits to Benin and Pakistan (Anné&Xeand D) served as testimony both to the
usefulness of the devolution process (highly appreciated by delegation partners for its achievement of
better and quickeadministrative results) and to the virtually complete delegation of financial and
contract management to the field. This process should now be complemented by empowering the
delegations further to make substantive judgements in such areas as projecalappn@sults
reporting. This would involve transferring the human and operational resources that would be needed

20. Courtil document 8388/06 of 11 April 2006.
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to permit these changes from headquarters to the field, or identifying a more efficient sharing and
division of labour among European and otpartners.

Building a more comprehensive performance framework

Severalof the suggestions for improved monitoring and evaluation systentise last Peer
Review have either éen planned or carried outhis includes aesultsoriented monitoring syste
(ROM). Managed by EuropeAidROM uses independent expertsperiodically assess projects and
programmesn the field The number of projects assessed grew between 2003 and 2088%y
(1 244).EuropeAid reports thatver the last four years, RGeumeical ratings Bow regular overall
improvement in project relevance, efficiency, effectiveness, impact and sustainability. The
Commission proposes to expand its use of the ROM system, including furthengefire
methodology and eventually making systemate of it after project completion to understéedter
postproject impact and sustainability.

EuropeAid alsonaintainsa joint evaluationunit for all DEV, RELEX andEuropeAid evaluation
issues while ECHO and Enlargement have their own evaluatiorvises. A governing board
composed of RELEX, DEV and EuropeAid ensures the strategic selection of evaluations through a
multi-year strategy that outlines priority country, region or other themes. Evaluation results are
reported directly to the Governing Bal. In 2007, evaluations will Haalisedfor sevencountry and
five regional programmes, as well #mur special theme$ As dready noted in the previous Peer
Review, tle task required of thismallevaluationunit made upof five core professionals vast. It
must evaluate thgrowing and increasinglgomplex resultbased mamate of European development
co-operation, now reinforced by the European ConserSiven these resource constraingsedal
attention $ merited m choosing priority themes drclarifying institutional responsibilities across the
European spectrum. The technical expertise contained in the evaluatios amiasset that can be
usedat the strategic level teuggestcapacitybuilding in other parts of the Conission system of
performance monitoring, including those in the field. Because of the persistent tendency to
compartmentalise action around the different European institutibasCommissioncould reflect
upon broader system learning and an approach whichcbesiectsthe different actors scattered
through the Community system, including those in the fi€lonsideration also should be given to
increasing the number of evaluation staff.

Finally, audits are another tool used increasingly by the Community to assess yactivit
performancePerformanceaudit assess sobhé¢ projeetiAnEfficiency,
and arenow a regular feature of the wodf the Court of Auditorsor of auditors contracted bihe
Community This type of information merits full iagraion into some form of Europeawide
performance managemdeedbaclksystem.

Al t hough the Communityds overal/l approach
evolved significantly since the last Peer Review, three aspeeisfurther Commissiomeview.

(1) The Commission already understands thiaé EuropeanParliament and public
increasingly demandbetter resultsbased managemeiriom the European institutions.
The European Consensus speeific requess that progress in implementing its
objectives ismeasured regulr and reporte@nnualy. Patiamenthas openly notechat

21 Countries: India, China, Jordan, Bolivia, Moldova, Mozambique, GuyRegions: Pacific, SADC,
Central America, West Africa, Eastern Africa. Special thenséatistical support, energy, United
Nations, DevelopmerBanks and EIB, civil society.
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without reporting from the Commission @irld-level resultst will increaseheintensity

of its legislative scrutiny.In line with management reforms in other areas, future
performance monitoring and reporting shouldsbmpler, betteintegrated and organised

to provide relevant information to the different parts of the overall system. The effort
now beingmadeto cascade theision of theEuropean Consensdswnthrough regnal

to country strategies and projects shoblelp creae a better structured performance
frameworkfor feedback from bottom to top.

(i) In the longer term, and as international donor interest in joint field approaches evolves,
the Commission will need toftect on the growing need to suppogpacitybuilding for
common results systems at that level. European leadership and monitoring/evaluation
talent should increasingly focus on this priority. Stronger local tracking and reporting
systems simultaneouslgduce Comissionand Member State management nardhis
area.

(iir) Improved performance management is an area of common interest for the Community
and Member States. Just as DAC donors seek to better harmonise their respective
systems, the Comissionhas anopportunity to work closely with the Member States to
better harmonise theverall European approath performance management. Thauld
alsobe truefor knowledge management.

Personnel management within a new system

One recommendation of the previoBRger Review was for the Community to give greater
attention to the staffing of its organisation, particularly the more strategic planning of its human
resources and the assignment of greater capacity to the field. Five years later, the Community reports
that the number of staff in the delegations working on external assistance has more than doubled,
totalling some 00 in 2006, while numbers in Brussels have decreased by almost 20%. Decisions
taken in 2002 helped to reform the External Service and havio Ittt application of a unified
personnel policy in delegations, including career development, posting and training. The
Commi ssionbs staff appraisal system is now base

Currently, RELEX ecruis officials and indivdual experts while recruitment of local staff is
undertaken by the delegation, with authorisation from RELEXe professional profile of officials
can vary significantly between those in developmentomeration (emphasis on development
management and knbedge) and those in foreign affairs (emphasis on political and diplomatic skills).
Therefore, effective development work often requires specialised personnel planning at headquarters
and can be more effective if local recruitment is delegated to the @eltsideration could be given to
establishing a specialisel#velopment personnel offisgithin DEV or the existing RELEX office so
that personnel planning and action for the wider net of development professionals (DEV, EuropeAid,
RELEX, ECHO) could be & and ceordinated more specifically from the development perspective.
Development personnel strategy should also consider the significant potential of sharing human
resources within the broader Community and Member State system. Synergy at this levehabld
the collective scalingip of funding without the need for major new recruitment.

Devolved development eoperation obliges the donor community to offer sufficient incentives to
place its best and brightesfficials in the field where frontlineealities are increasingly the primary
determinates of system decisioraking. This has forced a-examination of the numbers and skill
mix of field staff by many DAC members and this will undoubtedly be the case for future generations
of delegation managg In our Peer Review visits we noted that the Community may have difficulty
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finding qualified personnel to post to the poorer countries and fragile states which are increasingly
becoming the strategic priorities for Community assistance.

52

Future consideations

T

The Commission is encouragedreview and rshape its overabtructureof development
co-operationto support system efficiencgnd to maintain a focus on developmefs a

longerterm objective, it is encouraged to review regularly the ratorfat the split

responsibilityfor development betwedRELEX andDEV.

The Commission should persist in fostering greater consultation and inforrehtang
with civil societypartners in Europe and in the field.

The Commission should continue to purghe administrative refornprocess so as to
simplify procedures and accelerate its implementation of measures to increase efficiency and
effectiveness. This includes the regular review of administrative needs in light of the
evolving international donor agda €.g.aid effectiveness, policy coherence, scalipgand
resultsbased management).

Devolution of authorityto the delegations has helped to improve operations at the field level.
The initial emphasis on delegation of financial and contract managesheuld now be
complemented by more substantive development empowerment in such areas as project
approval or result reporting. Greater human and operational resources will be required for
this.

Development caperation is a specialised professional amad merits specific attention
within the Commissiorpersonnel managemesystem. Suggestions in this respect include
producing a development staff strategy and action plan, establishing a specialised personnel
office responsible for such strategic considiens and creating an agreement between the
Commission and the Member States to more effectively share staff resources.

The Commission is encouraged to pursue its efforts to establish a simple, integrated
performance monitoring and reportiagstem ando build delegation capacity to provide the
information this requires. Performance management is an area of common interest for the
Commission and the Member States and should be pursued jointly.
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Chapter 5
Aid Effectiveness
Overall Community approach to aid effectiveness

The Community is a proponent of the aid effectiveness agenda. It has two closely related aims:
0] Implement the Paris Declaratiéhand improve the quality of its own aid grammes.

(i) Play a leadership role in encouraging the EU Member States to put the Paris Declaration
into practice and improve their aid effectiveness.

The Commission is committed to aid effectiveness at a senior level and is carrying out a number
of policyand practi cal initiatives.valltueal siot rciagnhtd el
ordinating and encouraging Member States to improve their aid effectiveness; a role it began playing
by organising EU support for the Paris Declaration. The twetimms are mutually reinforcing. In
order to play this lead role credibly the Commission needs to set an example by successfully
implementing aid effectiveness measures and improving the quality and delivery of its aid. The
Commission is encouraged to conie to develop its leadership role in this area.

Aid effectiveness and the Paris Declaration get considerable coverage in Community policies and
communications. The subject is highlighted in the key strategic documents suctCanskasus on
Developmet the Strategy for Africaand the 19 EDF agreement. More specifically the Community
has developed three policy documents on aid effectiveness. The key papearoisitingnication on
EU aid: delivering more, better and fast¢European Commission, 2006fand there are also
communications on financing for development and aid effectiveness (European Commission, 2006g),
and on a joint programming framework (European Commission, 2006h). Together they make up the
fEU package on aid effectivenesso.

To signify its commitment to aid effectiveness, the Community pledged not only to fully
implement the Paris Declaration and its 12 indicators, but has also committed the EUftwtfeur
targets which are:

0] To provide all capacity building assistance througlombnated programmes.

(ii) To channel 50% of governmetd-government assistance through country systems,
through Global Budget Support (GBS) and Sector Wide Approaches (SWAPS).

(iir) To avoid stablisting any new Project Implementation Units (PIUS).
(iv) To reduce the nuber of uncoordinated missions by 50%.
The communication oEU aid: delivering more, better and fastey the EU action plarfor

implementing the Paris Declaration, with all Member States including the new members. It has three
axes: itransparent and kmdedgebased mapping of activities; inplementing collective

22, http://www.oecd.org/datacecd/11/41/34428351.pdf
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commitments adopted by the Paris Declaration on harmonising and alignment; areciiding the
aid effectiveness pillar of the new EU strategg.the European Consensus). Under each aras

three specific targets for 2010e( nine in totali Box 5).

AXIS 17 Mapping
and Monitoring
1 EU donor atlas
1 Compendium EU

9 Monitoring Mechanisms

Box 5. EU action plan

AXIS 21 Leading the
Paris Agenda
9 Roadmaps
1 Joint Programming

9 Joint Arrangements

AXIS 31 Boosting the
EU consensus
9 Division of labour
9 Cofinancing

Y EU vision

Under the first axis th&€ommissionhas produced akU Donor Atlaswhich highlights a
unbal anced distributi ond oafn daiddo nboet wieoernp hdaonrsadr. i

compiling an overview of Member Statesodo rules
(i.e. governments, NGOs, etc.) anthkinga commitment to monitoring at both the international and
EUlevel. AxXis2 i ncludes Aroadmapso identifying concret

a given country, as well as putting forward proposalsjdort programmingframeworks andoint
local/financing arrangements. AX@sfocuses primarily on division of labo and cefinancing (see
belowunderalignment and harmonisation).

We now assess the Communitybés aid effectiven
Declaration commitments.

Ownership

The Community is generally supportive of country ownership, lzamks the development of
poverty reduction strategies (PRSs), but as the Peer Review team witnessed in Benin and Pakistan the
extent of country ownership depends to a large extent on the capability and ambitions of the
incumbent government. Donors canphély creating space to nurture ownership. In Benin, a new
government was getting to grips with its role, and although the delegation is keen for the government
to take a stronger leadership position, they nevertheless recognise and understand thediofitato
new regi me. The EDF6s use of an authorising ag
Benin it functioned more like a quaBlU dedicated to managing EDF programmes. Many programme
decisions are made in Brussels with relatively littiderence to country plans and priorities, as
highlighted by criticism of th&U Africa Strategy

Alignment

A basis for progress

Aligning and harmonising aid are two areas where the Community could make progress and have
a sizeabl e i mpesetopmedt.n a countryds de

The first Community instruments in the effort towards alignment are the five/sixcgeatry
strategic papers (CSPsgjhich outline overall development strategy in a particular country. The
Commission provides guidance on ensuring CSPs aresstpriinked to government PRSs, and this
is generally the case in practice. The CSPs are formulated by the delegation with support from
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headquarters, and therefore should normally be-witmed and responsive to local needs,
opportunities and realitiesn the ground. However, other funding lines, such as the thematic and
regional, are often not wedlligned. These budget lines are managed, and the projects chosen, by
headquarters. Since they sit outside the CSPs, they are neither necessarily infofrattl |eyel
knowledge nor integrated into the CSPs with their explicit links to PRSs. As a result these budget lines
(such as thematic programmes), risk being supply rather than demand driven and less aligned with
countries priorities. Devolution of stafh the field has aided alignment and harmonisation, and should

be deepened (Chapter 4).

In the Paris Declaratiorbaseline survewpf 2006 the Commission reported on its activities in
33 countries (TablR). For aid flows aligned to national prioriti@measured by aid for government
sector in budget as a percentage of aid disbursed for government sector) the Commission scored
highly at 81% which is close to the target of 85% for 2010. However, there are some large variances in
individual countries as cabe seen in the case study of Benin (Bpxvhere only 29% of aid to
government is recorded in the budget. Indicdtowhich commits DAC members to providing more
co-ordinated support to capacity development in order for country systems to capturecadohaie
aid flows more effectively. For this indicator, the Community is at 35%, compared to an EU target of
50% by 2010. Some caution with the data is advi
ordinatedo.

Regarding the use of countryssems, for two measures (i) country public financial management
(PFM) systems (use of budget executions, financial reporting and auditing) and (ii) procurement, the
Community is achieving 40% and 41% respectively, against an EU target of 50% by 201dthkike
donors, the Community will need to keep making concerted efforts to better align and harmonise its
aid to meet the Paris Declaration and additional EU targets.

Budgetsupport

The Community has madecanscious policy choice to increase the usbusfget support both
general and sectordl in its development assistance programmes. The Commission sees budget
support as an important aspect of its approach to ownership and alignment. Budget support officially is
only programmed in countries which lean place or are developing: (i) a poverty reduction strategy;
(i) a stability oriented, macroeconomic policy; and (iii) a credible programme to improve public
financial management. The use of budget support is based on the belief that functioninmeotgern
are essential to development. To be sure, governments must have the requisite capacities, staff and
accountability systems to function efficiently and honestly. The Commission will need to take into
account civil society concerns that budget suppertprovided in countries where parliaments and
civil society can play a role in assuring that national budget expenditures support the PRS and
development strategies and reach the poor.

Greater use of budget support is also seen as a key way to advaag ¢iffectiveness agenda
and improve aid delivery. Budget support is viewed by the Commission as generally less
administratively burdensome than other aid modalities, thus increasing the speed of delivery of
assistance. This is an important consideraiioiresponding to criticism about the slowness of
Community aid disbursement and the challenge of delivering more assistance in the near future as a
result of scaling up.
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Table 2. Commission performance on aid effectiveness (report on activities in 33 countries)23

Indicators (3-8 Alignment, 9-10 Harmonisation) Actual Tarz%eltofor

3 |Aid flows are aligned to national priorities 81% 85%

4 |Strengthen capacity by co-ordinated support 35% 50%
5a |Use of country public financial management system 40%

5b |Use of country procurement systems 41%

7 |Aid is more predictable 65% 85%

9 [Use of common arrangements or procedures 50% 66%
10a |Joint missions 33% 40%
10b |Joint country analytical work 45% 66%

The move towards increased budget support is prescribed ifEut@pean Consensus on
Developmentwhich identifies general and sector budget supporfitlas preferred modality where
conditions allow» (Art 113),and t he wuse of which should increas
26). TheEuropean Consensudso acknowledges the need fardget support to be based on results
and performance indicators. The Commission has been very active in supporting the DAC on this
topic and has produced for its own staff Beidelines on Budget Suppd&006). It is also currently
updating theGuidelires on Sector Suppo(R003). The use of budget support (general and sector
combined) reached over 40% in ACP countries in 20035 and continues to grow. The Commission
would like to see it become as high as 50%.

Budget support is an important tool to tbess governments and to support both country
ownership and increased alignment; the Commission should be commended for embracing what is a
difficult but potentially high impact instrument. Due to the size of its aid programme and its potential
weight in regotiations with partner governments, the Commission has a comparative advantage in
using budget support and conducting the associated policy dialogue in many countries. There is also
logic in using budget support to channel a large and growing volumma$.f The Commission has a
clear overarching commitment to budget support and long standing experience. It also has a good
understanding, particularly at headquarters and at the policy level, of this modality and under what
field circumstances it can be dieapplied, recognising that budget support relies on efficient country
systems. The Commission believes that budget support has a different risk profile than other
modalities and attempts to manage these risks by attaching conditions to the preparhtion an
implementation of the programmes. The Commission seefethé gi b i | inbtgd aboveias er i a «

23. This is a baseline survey based on answers given from Commission staff and covers only a relatively
modest number of countries in which the Commission operates, and uhesfghould be used with
these provisos in mind.
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central to its approach to risk and to ensure that funds are properly managed at all stages of the cycle
of operations.

When applying budget support at tfield level (Box 6), it is important to ensure that the
necessary risk assessments have been completed. It also means having a good understanding of the
appropriateness of general budget support and of sector budget suppertatter may be more
suitabk than the former under certain circumstances. While delegations need headquarters experience
and guidance and the right staff to manage a budget support programme, they have the best
information on when and where budget support is suitable and showdtbtiedse given the flexibility
to decide whether and how fast to move to budget supperafd not feel pressured to use budget
support to meet the general target set by headquarters).

Box 6. Budget support in Benin and Pakistan

In Benin, the Peer Review team thought the delegation had a clear rationale for using budget support; a
sensible mix of general and sector budget support, complemented by projects; and a balanced use of fixed and
variable tranches. The delegation needed to: (i) put in place a close budget support monitoring system based on
concrete evidence; (ii) closely track budget execution rates in its PRSP budget support; and (iii) insist on regular
independent audits. The delegation was also staffed adequately to manage budget support.

In Pakistan the delegation had decided that providing general budget support would be inappropriate due to
mismanagement concerns and the fact that other donors already provided sizable budget support. Instead they
embarked on a sector approach to budget support through a new education sector-wide approach (SWAP) in
Sindh Province. As with all such cases, the Peer Review team thought that headquarters should continue to defer
to delegation judgment on the pace and extent of using budget support in Pakistan. The delegation needs
increased staff to handle the new demands of sector support and policy dialogue.

Project implementation units in a different guise?

The Community is committed to reduce the number of Parallel Implatien Units (PIUS).
However the Cotonou Agreement, applicable to ACP countries (Annex C), requires there to be a
National Authoising Officer (NAO) at the field level to ensure projects and programmes are
consistent with Commission rules and regulati@ien, the NAO will have ai&DF cell (20 staff in
the case of Benin) to carry out this task. This resembles a parallel PIU, and may duplicate the activities
of the delegation. NAOs are obligatory in ACP countrieg).(Benin) but do not exist in RELEX
cowntries €.g.Pakistan). For the Commission, these cells are viewed as a tootHouse capacity
building. There is scope for considering the usefulness of these cells and perhaps reducing their size or
terms of reference. The cells could serve as tldens around which the lead local ministry could
develop a ceordination unit for all donor (or at least EU) projects in a given country or else the
delegation in ACP countries could work with various line ministries as other donors do. The
Commission shdd assess the pros and cons of the EDF cell approach; the inconsistency of
application {.e. only in ACP countries); and their similarity to PIUs. A comprehensive evaluation of
EDF cells was done in 2001/2002. It may also be worth considering updatirey#haation, with a
special focus on the role of National Authorising Officers. Assessing best practice across ACP
countries could improve their role in achieving the aid effectiveness principles.
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Predctability of aid

A certain levelof aid predictabiliy is assured at the outset of the programming cycle since most
Community aid to a country is outlined in country strategy papers (although they do not include
thematic and regional funds). CSPs have a med&rm perspective and run for five or gigars.The
EDF provides a clear indication of funding for the envelope for a country, which is communicated to
the ACP countries. RELEX countries rely on mixed commissions to discuss overall levels. In the
CSPs the broad strategic aims are fairly clear, ashareséctors of intervention. There is some
flexibility, but this is mainly at the project level. However, according to the recent Paris Declaration
baseline survey, the Community actually disbursed only 65% of all aid it had scheduled. This
compares to the010 target of 85%. Multiple financing instruments, complex and lengthy approval
processes in Brussels and disbursement delays in the past have led to considerable unpredictability in
actual aid flow to countries. This was especially evident in Pakistamn@nity efforts to simplify
the number of instruments and streamline processing are important elements in improving actual
predictability and effective delivery.

Aid untying

Since the last Peer Review the Community has adopted two reguffatioimcrease access to its
external assistance. It also plays a proactive and positive role in the debate on aid untying and
encourages Member States to follow its lead and untie their aid. This is another example of the added
value that the Community offers to Bpean development @peration. However, an independent
study (HTSPE Limited, 2004) commissioned by the EU does suggest that further untying of European
aid (.e. by the Commission and Member States) could increase efficiency. The increased use of
budgets uppor t (the Communityoés stated preferred
lead to reduced tying. Furthermore, at Monterrey in 2002 the Community and Member States also
committed to consider the effectiveness of opening their aid to athersl

However,some aid is still tiedFor aid financed from theommunity budgeti. mainly the
Development Caperation Instrument) all Member Statedl candidate countries, members of the
EEA, DAC members for coperation in LDCs and 48 benefigiatountries (145 beneficiary countries
for thematic programmes) casompete for contracts on equal termher countries which have
untied their aid programmes can apply for reciprocal access with the Community, and negotiations
with several applicants arcurrently taking place. The Community should consider fully untying its
DCI aid. Also,EDF aid isstill partially untiedas aly Member States and ACP countries can bid for
contracts. Despite pressure from the ACP countries to maintajrtite Communiy should consider
fully untying its aid under the EDF.

In this regard the Commission should review its procurement procedures and contract award
criteria to facilitate competitive access of new EU members, who as newly emerging donors do not
necessarily hze firms and NGOs with weltstablished track records as aid contractors and grantees.
Given the significant share of ODA that the new members contribute to the Community as part of the
Barcelona Agreement, they are eager to show to their parliamentsilaliwtpat they are full partners
in implementing EU programmes.

24, Regulation (EC) N@110/2005 of the European Parliament and of the Council &fet4mber 2005
on access t€ommunity external assistance, and Council Regulation (ECRIN@/2005 of
21 November 2005 oaccess t@ommunity external assistance
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Box 7. Aid effectiveness case study: Benin

The Benin EC delegation attaches high importance to the aid effectiveness agenda. Personnel are well
versed on the subject, and there is a dedicated staff member who is pro-active and leads the donor group on aid
effectiveness. The Government of Benin has a medium-term government action plan and a poverty reduction
strategy (Document de Stratégie de Réduction de la Pauvreté i or DSRP), but is reluctant to lead the
development agenda, and ownership is therefore limited. The delegation does use the CSP to try to ensure
synergy with the DSRP where it can.

In the areas of alignment and harmonisation, the delegation fares relatively well (see below). Budget support
is increasing from 40 to 60% and the delegation scores well for its use of government public financial
management (57%) and procurement (71%) both are above the donor averages of 52% and 64%. The
percentage of aid reported in the national budget is low (29% compared to the donor average of 51% and the
2010 target of 85%), and the amount of technical assistance co-ordinated with country programmes is also low at
11%. With 68% of total aid disbursed through programme-based approaches, the delegation is exceeding other
donors and the 2010 target for this indicator. However, predictability could improve as only 40% of aid scheduled
was actually disbursed (the 2010 target is 77%).

Aid effectiveness in Beniti EC performance

PD indicator Description EC 2010
(2-8 Alignment % target
9-10 harmonisation) %
3 Percetage of aid is reported in the national budget 29 85
4 Technical assistance coordinated with country programm 11 50
5 Us e o f countryos Publ i c 57 68

system&verage of budget executions, financial report
and auditing)

5 Use of countryds procur emg 71 na

7 Aid recorded as disbursed as % of aid scheduled 40 77
disbursement

9 Total programme based approaches as % of total 68 66
disbursed
10a Number of joint missions as % of total number 18 40

Source: OECD-DAC Working Party on Aid Effectiveness.

Harmonisation
Joint programming

The Commission is in the early stages of addresiigt Assessments and Joint Programming
In 2006 it adopted a joint EU multinnual programming framewo(European Commission (2006 h)
which outlines a revised country strategy paper framework to enable joint efforts. The framework is
i nt en @& ebdoné @the nstruments for the muléinnual programming for adissistance provided
by Member $ates and e Commissioné providing guidance to implement joint mu#nnual
programming at the countrylegel ( Eur opean Council, 2004) .

The revised framework is used principally for Commissielfivered aid, but it is also meant to

be used by the Member Statesatochor their bilateral strategies around the nine components of the
CSP strategy. Moreover, the Commission believes that it is also the most appropriate way forward for
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joint multi-annual programming. The Commission sees adtage approach to joint mulinnual
programming: (i) joint Commission and Member State analysis using the common format in the CSP
framework; followed by (ii) a joint response strategy comprisingeration objectives together with

the partner country, selecting focal areas, dngdiasks between the donors and the commitments on
the basis of a joint agreement.

In reality, shared analysis is just the beginning and there is plenty more work to be done on joint
strategic responses. The Commission and Member States also need toagedsspn cdinancing
initiatives, which remain minimal. Furthermore, Community rules and timetables do not lend
themselves readily to joint programming; a problem that must be overcome in order to press forward
with this important initiative.

Division of labour

High on the agenda at present, as part ofittbteo mp | e medebateais thetisgué division of
labour whereby the Commission and Member States apportion responsibilities for areas/sectors of
work rather than all working in all area/sectdtstequires ceordination and also implies that each
actor focuses its assistance on areas where it can add most value, given what others are doing. It means
each donor acts in the area where it has a comparative advantage, where activities complement one
another and where the sum of the parts adds up to more than the total of individual activities. There
can be different levels of complementarity. The two most relevant are: (iycoosgy, where aid is
distributed among countriesd.to address aidllocat i on i mbal ances bet ween
or p hans 0)-countmynwherd aidiwithin a country is allocated effectively.

The division of labour concept is not new; it has been discussed in Council resolutions since
1995. Some useful instments have been produced, such asEiieDonor Atlas which shows gaps
and duplications of Member State activities. More importantly, the EU is currently draftifg) an
Code of Conducton division of labour between donofguropean Commission, 200Mhe wde is
based on the Paris Declaration, is voluntary andpsgifing, and lays down a clear set of guidelines
on how to progress and implement division of labour. The code is currently being thoroughly reviewed
and discussed among Member States and then@mity. It is hoped that the code will be agreed by
the next High Level Meeting on Aid Effectiveness, scheduled for September 2008 in Accra, Ghana

The division of labour work is an important area where the Commission and Member States
could significantlyimprove the efficiency of development assistance. The European system is unique
in that it provides capacity for its members teaperate closely. The EU should be commended for
developing the code, which is an essential foundation for the division @irlaHowever, applying
the code and embarking on genuine division of labour is required, and the Commission has a role to
play in ensuring that members adhere to their promises.

Some commentators suggest that complementarity amongst all donors natjustttie EU is
required, but improvements in EU division of labour can and should lead to increased
complementarity amongst all donors. The Community should seek to make progress, while being
linked in to wider donor efforten the division of labour. Wt improvements could lead to improved
har moni sation with al/l donor s, t here areEUsi tuat
Member Statese(g.the Pacific where Australia and New Zealand are the main actors). Ultimately, the
most value in hanonising is for all donors to do it together.
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Managing for results

The Commission is increasing its emphasis on rebaked management, including subjecting
all projects to midstream and final project evaluation, and operating a +eselhtated moitoring
(ROM) system using a standardised methodology to compare different pridetgtgatios also
prepare anual management plans (AMP) that include objectives, outputs and indicators of all
delegation activities. These are reported on twice yearlge(land December)There is also a
commitment to support partner government activities in this field. Despite the considerable volume of
work that has been done there is some concern that the different efforts do not appear to be part of a
coherent or integited system of resultsased monitoring.

Mutual accountability and the overall effectiveness othe system

Mutual accountability is one of the least defined areas in the Paris Declaration according to the
baseline survey. As with other donors the cphi® supported by the Community, but it is too soon to
judge the role of the Community in promoting dialogue at country level and contributing to mutual
accountability mechanisms.

Future considerations

1 The Commission is commended for its factive leadeship role on the Paris Declaration. It
is encouraged to work even more closely with Member States to help them deliver on their
commitments at the country level and to help newer Member States apply the aid
effectiveness principle, keeping in mind theirtaular needs.The Commission should
pursue harmonisationamong EU members and extend efforts to other donors. Brussels
should further encourage and adequately staff those delegations that are best placed to help
lead and ceprdinate aid effectiveness efts while deferring to and supporting lead Member
States in countries where that is most appropriate.

1 There is a case for reviewing the numbers and typ&®&f cellsto avoid inefficiencies and
duplication or undermining ownership. A comparison of ¢guprogrammes with EDF
Cells and those without could usefully inform the debate. An updated evaluation of National
Authorising Officers across ACP countries could provide useful lessons about how to help
them be more responsive to aid effectiveness piiesi

1  While the Community has identifidsldget supporas an area of comparative advantage, its
use should continue to be guided by country conditions and appropriate risk assessments.
Headquarters should rely on the judgement of field delegations inmtkiier and should
ensure that delegations are staffed adequately to manage the instruments and their associated
policy dialogue. They should explore how to engage local civil society organisations in
monitoring expenditures and the impact of budget suppor

1 The Code of @nduct onthe division of labouris a promisingpiece of workand represents
an area of considerable potential for increased efficiencies. The Commission is urged to
drive this procesforward and help th&ember Stateseach consensus atiten implement
the code.

1 On aid effectiveness grounds, consideration should be given tasfufing Communityaid
programmes. For the DCI thiseans removing the reciprocity requirement. For the EDF it
means opening up the bidding process to all casitnot just European Union and ACP
States.
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Chapter 6
Special Issues
Background to the special issues

The two special topics chosen for the European Community Peer Review are:
0] Governanceaccountability and combating corruption
(i) Conflict, peace, security and fragile states.

Governance is oparticular relevance for the Commission, as it has recentlned its policy
position on the topic in a neeommunication In addition,Ai d e mo @ o & te ir chasrbeer glaced
atthe heartoft he Commi ssi onbés devel opTheaopportuaity icandidarn c e C
theficonflict, peace securityandfragile stateg agenddor such a large and pabally important donor
as the Communitys caitical to the DAC analysis of the subjedEinally, the link to humanitarian aid
(report in AnnexE) is also made.

Governance, accountability and combating corruption
Governancepolicy

The increased commitment to confronting governance issues is ewtat levels The
Devebpment Commissioner emphasises the Commairsty pol i t i c al and foreign
are interwoven with, and partly driving, its developmentnage Central to these is tlaém to help
states become stable and secur®apnsolidate their stabilityThis leads to the policy of supporting
partner governmenso thathey can carry out their core functions.

The Commissiorapplies a broadefinition of governance, including, but extending well beyond,
anti-corruption activiies. Since the last Peer Review, it has put hew emphasis on the governance
agenda and haissuedpolicy guidance in the fornof two communications:(i) Governance and
Development(2003 (European Commission, 20Q3)vhich evolved into(ii) Governance in the
European Consensus on Developm@@06 (European Commission, 20064) has also committed
increased resources to governance, including establishing a cadre of staff dedicatedn@angevat
both the Brusseland field leves.

The Commissiorusesthe concept ofdemocratic governancevhichfiaf f i r ms t he ri g
citizens on t he road to sustainable devel opme
fundamental freedoms; support for the democratic process; the rule of law; an independent justic
system; access to information; a transparent accountable government; human security; management of
migration; access to basic social services; and the promotion of sustainable economic growth and
social cohesion.
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Corruptionis viewed as a symptom of iffiective governance rather than an issue in itself, and
therefore is to be tackled as part of integrated development and poverty reduction strakegies.
Devel opment Co mmi s <arraptiom ris ahsgngptons ef ithe brdiader system of
governance. Figf against corruption therefore has to be carried out through the consolidation of a

st ateds capacities to assume its full functi ons
corruption. It would be inefficient, superficial and rRemstainablé® Corruption is one of a number
of i ssues considered when the Cb(menssessmentnof anak es

country, and the Commodssiuphnf tarude stalfrpmedscingg@SPsii a n 't i
which includes references toetlbAC guidelines on antiribery (OECD, 1997).

The European Parliameiitas passed a resolution (European Parliament, 2005) highlighting the
importance of tackling corruption in development and calling on the Commission to take a number of
measures €.g. increase the watchdog role of civil society, strengthen developing country legal
systems, sign antiorruption conventions, etc.). Although corruption is rightly seen as a symptom
rather than a cause, a greater focus on this issue is warranted, and tReviagrteam encourages
attention to this parliamentary resolution.

High on the Commissidhs gover nance a ¢geohabantryiownerghip.eThepr i nc
Commission s c¢cl ear that supporting and strengtheni ng
core objective. It is aiming for a more structured programming dialogue on governance with partner
governments than it has preuily applied.The Co mmi s ljeativedis to dcus on national
development strategies and support the state to servezensitiThe Commissioner for Development

is quick to point out that unless there is government ownership through the,laudgeernment will

never be able to carry out and demonstrate its responsibititiegever, budgetupport, be it general

or specifig has its own set of difficulties anidks (see Chapté).

When possible, and particulaiity the ACP countries, the Commissiaorks with EU Member
Statesand#h hos't g 0 v e r n mgovetnande @rofite € hisewill(ngrmaly cdver issues
such a&: political and democratic governance; amdiruption; economic governance; social
governance; external and internal security; regional integration; and the quality of the partnership.

The highlevel commitment to prioritising governance; the holisppr@ach, viewing corruption
as a symptom rather than caupspritisation in CSPs; more fundstaff specifically designated to
work on governance, are all steps that follow DAC reconttations.

As well as specific targeting of governance in CSPs, theimatrumentsare alsaused. Notably,
the European Instrument for Democracy and Human Ri¢gBtBHR) is usedin certain countries,
sometimeswi t hou't the host gio oréer 1o rassiat tcifilssociaty rsuppgorhe n t
democratisation and human hig (the Commission is candid about thiff)used in a sensitive way
and in ceordination with the governance elemenfshe CSP, this would appear to be a useful tool
for tackling governance beyond the central government perspective.

25. Speech of the DEV Commissioner at the Annual Meeting of the World Bank, Singapore,
18 September 2006.

26. Commission staff working documerit Accompanying the Communicatio@overnance in the
European Consensus @evelopment30/08/06 SEC (2006) 1020.

27. Programming Guide for Strategy Papérprogramming fiche on antiorruption 01/2006.
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African, Caribbean and Pacificcountries

The governance agendaas initially beenfocused on theAfrican, Caribbean and Pacific
countries, where a newsovernance Initiative is being rolled outThis method consists of two
strands:(i) increased funding for governancedhgh an incentive based approach; éndpolitical
and financial support to the Africa Peer Review MechaniBox 8 describes one ACP country
example- Benin.

An incentivebased approach

The programmable portion of the 108DF providesEUR 13.5billion for the ACPcountries
over the period 2068013. Of the total funding in the 10th EDEUR 10.8billion (80%) is initially
allocated through Country Strategy Papers in each of the partner countries and is programmed on the
basis ofthe countryd specific needsi one of which may be to suppaybvernance. However, the
remaining EURR2.7 billion (i.e. 2 0 %) is set asi de a sinceativestiareh®i f i ¢
which is used to top up inddual country allocations for democratic governance. ifitation is to
encourage partners to engage in reforms and consolidate democratic governance processes through
dialogueand financial incentives. The Commissiendeavours to work with the partner government
in formulating and bactkiiomgodo,a damgbvtememaaddi pil ama |
based on commitment to achieve real results.

The Commissionnsiststhat this incentive system does not constitute a formoatitionality;
ratherit offers a way of wrking in genuine partnerships with hagtvernments to set and attain
agreed objectives and targetdhis is ashift from traditional conditionality to a me collaborative
approach,he differencebeingin the way he policy is implemented’he partner country must make
progress in ordeto reeive furthe funds hut it also attempts to factor in and resgom challenges and
difficulties, and may include joint responsibility for achieving targets. Indeed the DAC Governance
Network experiencesuggest that this type of approach is more likelylte successful #n traditional
conditionality. Democratic governance is thus emerging as -aqgnmdition for budget support and
disbursement. There is a strong political imperative in the European Parliament and from the public to
link assistance to recipints who meet minimum governance and human rights standards. This may
pose a significant challenge for reconciling these governance expectations with Community targets for
increased budget support and aid predictability.

Box 8. Governance assistance in Benin

The Communityds e mp h arefiected ia its Bgnm pregramraen Baeely featured in the CSP
2002-06,gover nance and | ocal devel opment 0 i s -2018 GSPtTheenew
CSP includes a global objective to improve governance and lists specific objectives on reinforcing the role of the
state; improving justice; financial management and combating corruption; as well as assisting local
decentralisation. In practice this translates predominantly into programmes on access to justice and improved
public financial management.

A figovernance profilebo, prepared t ogetGoeernmentistused ash
the basis for Community intervention, and 22% of National Indicative Programme (NIP) resources are allocated to
the governance focal sector, with just under half of that figure dedicated to direct governance activities and the
rest to local development.
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The Africa Peer Review Mechanism

The second strand @ommunitygovernance policy in Africa is to provide backing to &feca
Peer Review MechanisitAPRM) process. The APRM is a participatory saflsessment tool for
encouraging reformndmutual learning and strengthening ownership. Tom@unityhas comrited
to support the process politically and financially. It has contribEd& 2 million to aUNDP Trust
Fund and monitors and reports both am@nunityand Member State assistance to the process. It also
uses country National Indicative Programmes tplé@ment reforms generatatithe national level.

Non-ACP countries

For Asia and Latin Americacountries the Communithas adifferent approach Governance
continues to be used in the broadest sense, but there is less of ait fexpigc on the issue. Eh
concept of idemocratic governanceo is consider
features in some policy documents (European Commission (2006a@é r e i s no fi ncen
system aghere is forthe ACP countries. In kb Latin Americaand Asia, the Communitiakesa
caseby-case approacltwith prominence given to governance depending upon the particular country
situation. Democratic governance, although in principle wéhging, often translasénto assistance
for participatory demoacy, human rightsand the rule ofaw. Box9 describes one neRCP country
example from Pakistan.

Box 9. Governance assistance in Pakistan

In contrast to Benin, t he CPakistannsileasy desr, ngaking et rdifficlh © ¢
quantify. The emphasis on governance has increased in the draft 2007-2013 CSP, but compared
it features only as a secondary, less prioritised non-focal sector. Governance will be tackled through two projects
in the NIP (access to justice for vulnerable groups and strengthening of elected representatives) and a plethora of
small projects financed principally via the EIDHR mechanism and the co-financing NGO budget lines. Together
these projects will account for an estimated 6.5% of Community assistance in Pakistan. There appears to be a
lack of strategic focus on governance and some incoherence, partly due to the majority of projects being chosen
by Brussels rather than at the field level.

For theEuropean Neighbourloal Policy(ENPY? in a number of countrieshe Gmmunityhost
country partnership on governance is reflectgdiintly adopted action plan§&overnance is central to
these action plans whidiavesix chapters{i) political dialogue and reform; (ii) ecomic and social
reform and development; (iilrade and regulatory reform; (iv) eoperation on justice and home
affairs; (v) transport, energy information society and environment; (vi) péojpleople contactsThe
level of financial support is partly damined by the degree of commitment to, and implementation of,
the reforms set out in the action plan.

In 2006 the Mediterranean PartnershiMEDA)? introduced a pilot émocracyfacility to
support partners in the Mediterranean area that had made #tesgogrestowardsdemocracy and

28. European Neighbourhood Policy (ENP) and relations with Russia is the current budget line and
external assistance programnygolying to Algeria, Armenia, Azerbaijan, Belarus, Egypt, Georgia,
Israel, Jordan, Lebanon, Libya, Moldova, Morocco, Palestinian Authority, Russian Federation, Syria,
Tunisia, Ukraine.

29. Mediterranean Partners (MEDA) The budget line and assistance progree prior to the ENP and
applied toAlgeria, Jordan, Lebanon, Morocco, Syria, Tunisia, Turkey, Palestinian Authority
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human rights. The newogernancdacility for ENP countries will provide financial rewartbr those
countries that have made headwayadfitigal and economic reforms.

State fragility, conflict prevention, and security system ieform

Preventing conflict, building peacend overcomingstate fragility are essential to effective
development aid Fragile states face particularly severe development challenges such as weak
governance, limited state capacity, chronic humaaitagrises, persistent social tensions, violence and
the | egacy of war. They therefore require an ag
usual 6. Violent conflict has the capacmassiye t o Wwi
savings are derived from conflict prevention, or from early intervention to prevent the slide into
conflict. Security system reform has a significant role to play in ensuring countries have the necessary
resilience and structural stability to deal withn@lict in a nonviolent manner. The EC is rapidly
gainingconsiderable experience in fragile states and coxafffected environmentsThis experience
could be consolidatedo enhance its engagement in such environments, to mainsteaihict
sensitivity within policies, country strategies, programmes and projects to improvecoherene
across its diverse instruments.

Policy framework: ensuring an approach that is sensitive to state fragility and conflict

The main EUpolicy frameworksthat govern workn the area of conflict, security and fragile
states includethe European Consensus on Developm&QO05); theAfrica Strategy(2005); and
various @mmissioncommunications® But, while there isa communication on conflict preventipn
there isno onespeific policy documento guidea Communityapproacho conflict and fragile states
programming.n the absence of an explicit policsupplemented by progranenadvice, it is all the
more important to ensure that there is a means to gather and collat@rgotide from country
programmeslt will also be essential to find a way fafedng these lessons into the deveiognt of
future country strategy processes. The Community plagsominent and instrumental role as-co
Chair of the OECD/DAC Network on Coidt, Peace and Development -Gperation and is a
significant actor in the Fragile States Groufass such,the Gmmunity contributes to advancing
policies and development practicdsat should improve international engagement in fragile and
conflict-affected states.

Ensuring a conflict sensitive approach to development

Donors face a constant challenge to ensure that their developnsistarase does not fuel
tensions, particularly in fragile states and confiffected environmentonflict sensitivityand a
conflict prevention approach can be injected at a strategic level when deeisgomade on country
strategieshowever,it is equally important to ensure a conflienk is applied at a programmatic and
project level.

For thematic issues such as cantflprevention, security and fragile statelsere isa risk of
overlap between RELEX and DEV; there is thus room to improve collaboration and synergy between
the two. There are horizontal units dealing with conflict prevention and fragile states in REELIEBX,

30. Commission Communications oonflict Prevention(2001) Coherence for Developme(2002),
Governance in the European Consensus oneldgwment(2006) Aid Effectivenes$2006), Security
System Reforif2006)
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andEuropeAid Their role is to provide thematic support to field and headquartersastdfb ensure
coherence in the mainstreaming gbod practice. Recent devolution of some responsibility to
delegationdlasc hanged Br us s el thefield, and the qualitativek bfddrizootabndt o
thematicunits has increased. Thiaghlights the need for strongetialoguebetweerheadquarterand

the country levelAt presentthe involvement of horizontand thematianits with country desksna
delegationgs not systematic anitheir respective operationables merit furtherclarification With the

right setsof skills and experience and the availability of staff to effectively support country desks and
country delegations, the engagementhef haizontal unit couldbe demand driven

At the strategic level, somdonors have found that haviray pool of conflict advisorsand
seconding them to country desks or country delegatasnsequired is one way of ensuritigat
coherence and good praaiaeacheslevelopment programmindzor such a solution to be viable,
greater ceordination and consolidation is required between the various horizontal units dealing with
conflict related and fragile state expertifieis equally essential that such unitelude staff with
policy and operational experience, as well as links to forums, such as the OECD/DAC, where
international best practice is collated atdred.

Where esources are limitedechnologycan also play an important role in mainstreaming
corflict sensitive approache3he currentCommon HELEX Information System GRIS) database
needs to be made more usgendly to enable country desks or delegations to access experience from
across the CommissioriThere is no central repositorfor the vastand growingknowledge,
experience, and good practige state fragility and conflict issuesithin the G@mmunity, not to
mention the experience of other EU institutions.

More systematic use ebnflict analysisas part of countdevel programmes and prajes would
hel p i mprove their i mpacTomanstccamecanfliat, paeace taideasecuritii d o
good practicéetter the @Wmmissionshouldconsider the potential rokef the Quality Support Group
(Chapterd) can play in this regard. To undake this role however, the Qualitupport Group will
require the necessary conflict expertise to adeimentry programmes on the potential impact and
pitfalls of implementing programmes in a conflat fragile state environmenitiore canbe done to
engire that evaluations focus on impact (and not amyutputs) of programmes and a rhanism
needs to befound to ensure that lessons learned are fed into future policy and programme
development.

Resource allocationflexible, predictable and innovativejet with room for a clearer allocation
process

Aid is not allocated to fragile states on the basis of indicators of fragility, but through a more

complex processMost of the ECO6s aid is all ofrtadowtiesf i r st

(with different allocation methodologies from region to region), on topno&léocation by priority
themes. The Communitgoes not have an explicitlatation policy for conflictaffected or fragile
states.However, top recipients of aid include fragile statestably Afghanistan, Congo, the West
Bank and Gaza, and Sudan (respectiv&ly5#, 7" and 1% recipients in 2004/2005). The Community
is one of the biggest dormin many fragile stateg .Sierra Leone, Burundi, Somalia)

The Co mmaidnfor thg AGP countriess both predictable and flexiblehanks to the
division of the EUR22 billion European Development Fund into two distiantzelopesThe so-called

I

Alenvel oped is an all ocati on feonrv edropgroareseeavbelres al

needs. Th@ew EUR250million Instrument for Stability @nnow fund activities for up to 18 months,
is complementary to other budget lines and provides assistance for establishing the conditions
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necessary to implementation of policies supportethbyother instruments. However, flexibility and
predictability could be further improved. Despite good examples of flexible and predictable funding
(e.g.DRC, Aceh), the absence of a clearer allocation processaritkgling gap when a country is in

a deeriorating situation is emerging out of conflict. For the ACP countriiets unclear how fragile
states are differentiated from nénagile states and is difficult to ensure that proper resources are
allocated to the formen a timely manner

It remains to be seen how thevernance incentive tranclgstemwill work in practice in terms
of the timing of this incentive and the capacity necessargethe funds, especially given the limited
national capacity in fragile stategor example Congo, whose total budget under the EDF is
approximately EUR 411 million, could have access to additional funds of around EQ®&million.

Forregional issues and responsti® Instrument for Stabilityn force since January 2007 can be
mobilised to work orglobal and trandorder challenges of confliaffected and fragile situations, and
the Africa Peace Facility can assigith peacekeepingctivities. However, th&€€ommissionmakes
limited use of theseMore extensive use of such instruments would be benefigieen that so many
crises have crodsorder dimensionge(g.Central Africa; LiberiaSierra Leone) and given the potential
of regional responses.¢. the Association of SoutBast Asian Nations, the African Uniothe
Economic Community foWest African States the Southern African Development Communitye
Intergovernmental Authority on Developmegnt t he New Partner shi pThef or Af
Community may have a comparative advantage in supporting such regional efforts, given its own
crossborder nature.

The challenge of coherencen conflict affected and fragile states

Ensuring internatoherenceavithin awhole-of-government/organisation approgalcesa heavy
burden on differentiepartmentand units The OECD/DAC work orSecurity System Rerm (SSR
and on wholeof-government approaches within the Fragile States Group can help countries and
organisations identify common objectives, capacity and how themsebe coherently applied. The
Communityhas a different array of instrumentsadablefor different contexts, and if one considers
otherEU instrumentsvailable as well, thehallenge otoherence is particularly dauntifg.

More coherence is required between tharopean Security and Defence Pol{&5DP)andthe
Communityp s | -term deeetopment programmin@onsideration should be given to how to create
integrated missions. While acknowledging the success that the European Commission and ESDP
missions havénad working together in th&®emocratic Republic of Congahere are nevertheles
numberof lessons to be learnedof~example, there &re up to three shoitierm ESDP missioni
DRC in 2006, all with differenthains of command, in addition to tB&) delegation that focuses on
longerterm programming® The need to ensure better eoénce between the Community and the
Council instruments is acknowledged throughout the systeoweklkr, the issue of ensuring
coherence between ESDP and EC missisralso dependant upon the political will of Bllember
States. In the absence of an EU €iition which could provide some answers to thesue of
coherence, the Communind the EU need to take a number of pragmatic decisions to ensure greater
coherence. Taking the example of the DRC above, there is no logical reason forthiaerdjffeent

3L The challenge of coherence across is clear when you look at the range of instruments available for crisis
situations; these include ECHO (humanitarian), Civil Protection (posgibdyided by Member States),
CFSP/EDSP instruments and then@munitylnstrument for Stability.

32 The three ESDP missions included EUSEC (military observation), EUPOL (police training) and EUFOR
(election security).
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ESDP missions with parallel chainé-command, especially given that they are operating under the
same policy umbrella and within the broad definition of SERe engagement in Aceh provides a
good exampléBox 10) of where the transition between csisand longerm development was
undertaken in a ¢@rentmanner

Box 10. Coherence in Aceh

The Community was one of the main donors to the Multi-Donor Trust Fund for Reconstruction in Indonesia
to address the aftermath of the December 2004 tsunami. It also funded both the negotiations between the
separatist Free Aceh Movement, and the Government of Indonesia, and the EU-ASEAN Aceh Monitoring Mission
(AMM), which was deployed a month after the signing of the peace accord (September 2005). Both were crucial
to the transition from three decades of civil war to peace and reconciliation. The negotiations were funded through
the former Rapid Response Mechanism, while the AMM was a civilian mission within the framework of the ESDP,
funded through both the CFSP budget (EUR 9 million) and contributions of EU Member States and participating
countries (EUR 6 million).

In Indonesia, the delegation co-ordinates with other donors in the framework of the Consultative Group. It
has opened a sub-office in the capital of Aceh to be closer to operations and co-ordinate with other donors on the
ground, for instance in the framework of the Office for the Reconstruction of Aceh and Nias, and the Forum
Bersama, a multi-stakeholder forum to support peace in Aceh after AMM withdrawal.

Similarly, there need to begreater coherence beten theESDP missions and the Commission
delegation A number of innovative solutions Yabeen tested to further coherence, including what is
knownas fdotinggd ewltiadc hthe sametperson bedd of an ESDP mission ahdad of
delegation Thisis the case iMacedonia and as is currently being congidéor the EU Mission to
the African Union. Other proposals that could help to ensure better coherehmie ijmnt field
reporting from ESDFmissions andocal delegations and better technical equipment such as video
conference fadties to help ensure more cohersirategy discussions.

The G@mmissionalso has a role to play field level harmonisation @hoo-ordination with other
donors. Given that the Community ase of the largest donors in mdsagile or conflictaffected
states, itneeds to consider how it could developeadership role within mukilonor programmes
within certain sectors such &SR andhow it can addvalue in ceordinating the developemt
assistance engagement of the @emberStates.

Ownership and alignment in fragile states

As a key problem irfragile states is often limited state capacthie Communityhas to make
choices hat directly impact national ownership and capa€y the policymaking and programming
front, the Communityods approach is to align wi
implementation front, however, the record seems more mixed. The Cotymses quick-delivery
implementing partnerse(g. companies, NGOs, UN agenciggs) a number of fragile states, using
parallel project implementing units (PIUg) low to very low proportiorof aid flows through national
procurement and puldlifinancial maagement systems, given their weaknesaltboughusing PlUs
helps kickstartservice delivery, in the long run this can have a negative impact on state buildisig
is especially the case if attention is not given to building loteen capacity and upporting
governmentswhere there is political will to improveogernance. The Community, however, has
committed to invest in developing national capacity and fostering local ownership using national
processes and mechanismesgn if theysometimespresenta higher degree of fiduciary riskgpr
example, in the use of budget support. The Community might also want to clarify its policy towards
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project implementation in countries with limited capacity and/or political will, categorising cases
when alignment =&y not be desirable ..My an mar , Zi mbabwe) , desirabl
al i gn ex@DRCYor bothdesirable and possible.§.Burundi).

Dialogue with multiple stakeholderand not just withcentral governmestis essential to
promotingnatioral ownership of policies @hprogrammes supported by the Communithilstthis is
a key principle of the Cotonou Agreement, and whilst the delegatiegotiate country strategy
papers with both governmerdad civil society organisationthere may be aeed for more systematic
stakeholder analysis to ensure social, cordliet political sensitivity of Communifgrogramming.

Security System Reform

The development of th€ommunityconceptpapers orsecurity systemreform (SSRYEuropean
Commission, 200$) is a clear step forward in this areé places SSR withithe context ofverall
governance reformWhile it would have been useful to haaesingle joint paperthe fact that both
papers were based on the DAGblicationSecurity System Reform and @manceprovidessome
clear points ofcoherence between thenithe challenge is now to translate these policy level
documents intdield and programm reality. Coherence and capacity to support security system
reform remain the biggest challesdacing theEuropean Unionasis highlighted in Bx 11.

Box 11. Coherence, capacity and co-ordination: SSR in the Democratic Republic of Congo

Moving from policy to practice, the Peace and Security Council (PSC) tasked the Council Secretariat and
the Commission (April 2006) "to continue work on a comprehensive EU approach to security sector reform in the
DRC and to present options in this field as appropriate”. This led to a joint Commission/Council evaluation mission
to the DRC (9-14 October 2006). This underlined the need for a comprehensive security system reform approach
based on a broad definition of the security sector, in line with OECD/DAC criteria (in the OECD/DAC Handbook
on SSR: Supporting Security and Justice). While the advent of joint evaluation missions is a positive step forward,
there is a need for this to translate into the streamlining of EDSP missions on the ground and enhanced
coherence between the various instruments and institutions engaged in SSR activities. The fact that the
Community presence is more long-term and sustained reinforces the co-ordination role that country delegations
can and should play, both within the EU system but also amongst the international community.

As the @mmissionmoves forwardn deepening its capacity to support security system reform,
there is a need for a joint assessment tool for security and development issues, not unlike the
governance profileThere is also the questiah how to ensure that the right set of skills araikable
to support effective and sastable SSR. Security system reform is increasingly vieagepart of the
governance agenda and includesuies of capacity and equipmeag well asoversight, management,
political and financial accountability, andethinclusion of norstate actors in the security policy
discourse.The review of humanitarian aid (Annex E) similarly found the need for stronger co
ordination where humanitarian action cuts across the areas linking relief, rehabilitation and
development, idaster preparedness, civil protection and crisis response.

The challenge for the @@nmission as well as for most donors, is to develop the appropriate
capacity to support SSRhis capacitymustmerge both a political understanding of the political and
conflict dynamics that often surround SSR processes, with the appropriate programme management
and technical understanding of security and justice reform processes. For the countries in which the
Communitysuppors SSR the challeng@ow is how to ensure thids engagement:

1 supports reform processes that are sustainable
1 underpins poverty reduction through enhanced security and justice service delivery
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1 develop effective and accountable systems of security and justice in partner countries

Future considerations

Governance, accountability and combating corruption

T The Commi ssion is encouraged to use the Eur
and corruption to help formulate a specific policy on anbtrruption. The issue of
governance performanceastards needs further elaboration and clearer guidance to the field
to facilitate coherent Member Sta@®mmmunity policy dialogue, to manage partner
expectations and to programme Community aid predictably in relation to governance
objectives.

1 In the crossutting, priority development area of governance, the Commue#gs to make
progress on cordination and complementarity withther donorsand particularly with
Member States.

Fragile states, conflict prevention ansecurity system reform

T The Commurty should formulate an explicitrategyfor fragile statesanda clear set of
criteria for resource allocation to them. It should @&seurethata conflict lens is applied to
all country strategieand programmingMore focused attention to these topigayrequire a
review of staffing and howexpertise is consolidated amthde available to countiyesks,
delegations and as part of the Quality Support Group.

1 There should be greatetoherencebetween European security and defence policy
instruments andelelopment programming, while recognising that Member States also have
a responsibility to ensure it.

1 The Communityshould review whainechanismare in place to ensure a coherent approach
to security system reforrandhow to develop more integrated ni@ss and other solutien
that mayensure amore joinedup approachThe Communityneeds to consider whether it
has the right caxity and skills available to support this approach.
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Annex A

ProgressAgainst 2002DAC Peer ReviewRecommendations

Key Issues

Recommendations in 2002
(Part )

Achievement since 2002

EC comparative
advantage

Strengthen the EC comparative advantage
promoting development. Promote political
and trade dimensions that complement
development. Clarify roles of Member State
and Canmission in coherence issues.
Encourage full implementation of untying.
Promote partnerships for poverty reduction.

- European Consensuistegrated political and

- Aid for trade increased rapidly.
- DCI adopted in 2006 prmotes more strategig

- Member States and Commission engaged i

- Community promoted untying wi/Member

trade into unified development vision.

relationship with Parliament.
discussion of Division ofabour.

States and elsewhere on reciprocal basis.

Sustainability of
poverty reduction

Promote thesstainability of poverty
reduction. Bring ODA allocations into better
alignment with the principal aims of poverty
reduction. Deepen the dialogue with partne
countries. Elaborate implementation
strategies. Pursue support for transition fror
humanitarian ssistance to reconstruction an
rehabilitation.

- European Consenstigsters resource

- Partnership approach strengthened for all K

- DonorAtlashi ghl i ghts

allocation criteria based on needs and
performance and includes MDG agenda.

geographic areas. In ACP,"1BDF uses
approactto deepen dialogue and ownership
based on results. In Latin America,
allocations based on need criteria.
fior

Policy coherence

Improve policy coherence for development
(PCD) and its institutional framework.
Review the coheram of internal policies.
Propose initiative to Member States. Make
full use of policy coherence mechanisms
(CSP, Interservice Quality Support Group,
Evaluation Unit, Court of Auditors).

- 2005 Communication on PCD.
- Establishment of a unit in DEV.
- PCD rollingwork programmenow serves as

- 12 priority areas.
- Biennial PCD progress report.

common vision for Member States and the
Community.

Results and aid
effectiveness

Strengthen the focus on results and aid
effectiveness. Clarify responsibilities within
the RELEX family. Simplify procedures
further. Strengthen capacity for impact
assessment. Develop a strategic role in
evaluation. Undertake evaluation studies in
targeted strategic areas.

- European Consensus requires common us
- Three evaluation tools are final: logic
- Evaluation website revamped.

- Commission dev. architecture improved.
- Emphasis on results at sector and global le

results and performance indio&s.

diagrams, context indicators, socio analysis

as well as harmonisation of methods.

Implementéion and
country ownership

Improve the implantation of the aid
programme with a view to enhancing countt
ownership. Enhance country ownership.
Delegate further authority to the field under
clear guidance. Provide more development
personnel to country offes. Personnel
managemenfor development staff.

- -European Consensus makes ownership a
central issue.

- New devolution to delegations completed by
2004, including 1 500 additional posts.
- Significant improvement in financial

management, contracting and pregiag of
Commissionpaperwork.
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Annex B

OECD/DAC Standard Quite of Tables

Table B.1. Total financial flows
USD million at current prices and exchange rates

Net disbursements

EC 1989-00 199495 2001 2002 2003 2004 200
Total official flows 2 969 5190 6293 6 332 8319 10559 10984
Official development assistance 2777 5111 5961 5448 7173 8704  939(Q
Bilateral 2 546 4527 5517 5150 6 445 8 068 8 687
Multilateral 231 584 444 298 728 636 703
Other official flows 193 79 331 883 1146 1856 1595
Bilateral 193 79 331 883 1146 1856 1595
Multilateral - - - - - - -
Grants by NGOs - - - - - - -
Private flows at market terms - - - - - - -
Bilateral:of which - - - - - - -
Direct investment - - - - - - -
Export credits - - - - - - -
Multilateral - - - - - - -
Total flows 2 969 5190 6 293 6 332 8319 10559 10 984
for reference:
ODA (at constant 2004 USD million) 4129 6 032 8 801 7 458 8034 8 704 9 224
a. To countries eligible for ODA.
ODA net disbursements
At constant 2004 prices and exchange rates and as a share of (
r12
L 10
L8 ~
c
Total ODA £
1 o
(right scale) . 0
ré m
2
e 3
la)
Bilateral ODA L4 O

/ Multilateral ODA
~
~
~
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= — “ " " " " "
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Table B.2. ODA by main categories

Disbursement:

EC Constant 2004 USD million Per cent share of gross disbursementg
Total DAC
2001 2002 2003 2004 2005 2001 2002 2003 2004 2005 2005%
Gross Bilateral ODA 8723 7521 7465 8335 8863 93 95 90 93 93 79
Grants 7101 6984 6940 7794 8388 76 88 84 87 88 71
Project and programme aid 5033 5346 4818 5402 5754 54 67 58 60 60 15
Technical co-operation 264 263 452 479 438 3 3 5 5 5 18
Developmental food aid 517 435 355 263 391 6 5 4 3 4 1
Humanitarian aid 777 698 774 960 1144 8 9 9 11 12 6
Action relating to debt - - - - - - - - - - 22
Administrative costs 206 110 514 660 641 2 1 6 7 7 3
Other grants 304 132 27 31 18, 3 2 0 0 0 6
Non-grant bilateral ODA 1622 537 524 541 475| 17 7 6 6 5 8
New development lending 1622 537 524 541 478 17 7 6 6 5 7
Debt rescheduling - - - - - - - - - - 1
Acquisition of equity and other - - - - - - - - - - 0
Gross Multilateral ODA 656 408 815 636 691 7 5 10 7 7 21
UN agencies 193 176 167 300 489 2 2 2 3 5 5
EC - - - - - - - - - - 8
World Bank group 463 232 304 282 114 5 3 4 3 1 4
Regional development banks (a) - - - - 18 - - - - 0 2
Other multilateral - - 345 53 71 - - 4 1 1 2
Total gross ODA 9379 7929 8280 8971 9554 100 100 100 100 100 100
Repayments and debt cancellation -577 -471 -246 -267 -330 o )
Total net ODA 8801 7458 8034 8704 9224 Contributions to UN Agencies
(2004-05 Average)
For reference: EAO
) ) ) WHO
Associated financing (b) 87 24 - - - 8% 1%
ODA to and channelled through NGOs
- In USD million 213 1 631 457 488
UNRWA
- In percentage of total net ODA 2 0 8 5 5 21% WFP
- Median DAC percentage of total net ODA 8 8 8 8 9 48%
a Excluding EBRD.
b. ODA grants and loans in associated financing packages.
ODA flows to multilateral agencies, 200
UNDP
15 rmr 22%
- OEC B DAC
[a)
(©] Contributions to Regional Developmen
g Banks (2004-05 Average)
S I 1
©
°
IS
o
©
% 5.
I=
[
(5]
5]
a
0 - AsDB
World Regional Other Gfoup
agencies Bank group dev. banks multilateral 100%
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Table B.3. Bilateral ODA allocable by region and income group

Gross disbursements

EC Constant 2004 USD million Per cent share Total DAC
2001 2002 2003 2004 2005 2001 2002 2003 2004 2005 2005%

Africa 3607 3225 3452 3770 4 089 47 48 53 52 52 35
Sub-Saharan Africa 2728 2722 2921 3034 3313 35 41 45 42 42 31
North Africa 880 502 530 737 775 11 8 8 10 10 3

Asia 940 1011 907 983 1300 12 15 14 14 17 24
South and Central Asia 564 615 585 653 807 7 9 9 9 10 10
Far East 315 317 256 261 313 4 5 4 4 4 12

America 917 538 668 703 788 12 8 10 10 10 8
North and Central America 376 318 318 419 369 5 5 5 6 5 4
South America 493 165 254 189 285 6 2 4 3 4 8

Middle East 316 422 576 687 519 4 6 9 9 7 29

Oceania 92 45 48 73 89 1 1 1 1 1 1

Europe 1875 1448 862 1022 1090 24 22 13 14 14 4

Total bilateral allocable by region 7747 6 689 6512 7238 7874 100 100 100 100 100 100

Least developed 2335 2445 2621 2688 2937 31 38 45 41 42 23
Other low-income 862 705 568 732 951 12 11 10 11 14 20
Lower middle-income 3286 2522 2141 2348 2275 44 40 36 36 33 53
Upper middle-income 795 592 553 719 823 11 9 9 11 12 3
More advanced developing countrie 197 93 - - - 3 1 - - - -

Total bilateral allocable by income 7 475 6 357 5883 6487 6986 100 100 100 100 100 100

For reference:

Total bilateral 8723 7521 7 465 8335 8 863 100 100 100 100 100 100
of which: Unallocated by region 976 832 953 1097 989 11 11 13 13 11 13
of which: Unallocated by income 1248 1164 1582 1848 1877 14 15 21 22 21 18

Allocable gross bilateral ODA flows Allocable gross bilateral ODA flows
by region by income grou
@ Other y reg o y group
B Europe er .
O America O Lower middle-income
9000 - O Asia 8000 - O Other low-income
O Africa O Least developed
8000 7000
S S
2 7000 = 6000
g =
6000 -+ o
g 2
= 5000 =
g 8
Q 4000 «
2 € 3000
< 3000 g
g S 2000 |
8 2000 38
1000
0 0
1994 95 96 97 98 99 2000 01 02 03 04 05 1994 95 96 97 98 99 2000 01 02 03 04 05

1. Each region includes regional amounts which cannot be allocated by sub-region. The sum of the sub-regional amounts may therefore fall shc
regional total.
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Table B.4. Main recipients of bilateral ODA

Gross disbursements, two-year avera

EC

USD million 2004 USD mn

Morocco

Ethiopia

Egypt

Sts Ex-Yugoslavia unsp.
Cote d'Ivoire

Top 5 recipients

Mozambique
Cameroon
Zimbabwe
Uganda
Bangladesh

Top 10 recipients

Palestinian Adm. Areas
Tanzania

Senegal

Bosnia and Herzegovina
Mali

Top 15 recipients
Azerbaijan
South Africa
Zambia

Angola

Burkina Faso

Top 20 recipients
Total (160 recipients)

Unallocated
Total bilateral gross

Current

153
134
127
117
102

633

90
87
87
87
84

1068

82
78
76
76
70

1449
66
64
64
64
62

1770
3943

77
4720

1994-95

Constant

185
162
151
147
124

769

108
105
104
100

97

1284

98
93
90
84
81

1730
81
7
75
75
73

2111
4675

897
5572

Per cent
share

NNNNN NNNNN WWwwwh

NNNNN

45
100

Memo:

DAC

countries’
median

38

57

67

75

1999-2000 Memo:
DAC
Current Constant Percent countries'

USD million 2004 USD mn. share median

Serbia & Montenegro 235 346 6

Morocco 221 297 5

Bosnia and Herzegovina 218 298 5

Sts Ex-Yugoslavia unsp. 176 234 4

Egypt 144 196 4

Top 5 recipients 995 1371 25 34
Tunisia 136 184 3

South Africa 128 176 3

Turkey 127 183 3

Albania 101 138 2
Macedonia/FYROM 86 119 2

Top 10 recipients 1574 2171 39 53
Mozambique 86 118 2

Mauritania 81 110 2

Ethiopia 80 110 2

Malawi 72 97 2

India 69 94 2

Top 15 recipients 1962 2701 48 65
Bangladesh 66 92 2

Zambia 60 80 1

Jordan 57 81 1

Tanzania 56 76 1

Senegal 53 73 1

Top 20 recipients 2254 3102 56 75
Total (150 recipients) 4 056 5581 100

Unallocated 945 1291

Total bilateral gross 5001 6872

2004-05 Memo:
DAC
Current Constant Per cent countries'

USD million 2004 USD mn. share median (2004)

Turkey 360 356 5

Serbia & Montenegro 262 260 4

Morocco 258 255 4

Afghanistan 234 232 3

Congo, Dem. Rep. 232 230 3

Top 5 recipients 1345 1334 20 38
Egypt 224 222 3

Palestinian Adm. Areas 197 195 3

India 164 162 2

Mozambique 162 160 2

Tanzania 161 160 2

Top 10 recipients 2253 2233 33 59
South Africa 158 157 2

Zambia 145 144 2

Bosnia and Herzegovina 145 143 2

Ethiopia 143 142 2

Sudan 141 139 2

Top 15 recipients 2985 2957 44 71
Madagascar 135 134 2

Mali 124 123 2

Kenya 110 109 2

Nigeria 109 108 2

Tunisia 106 105 2

Top 20 recipients 3569 3535 52 78
Total (145 recipients) 6 799 6 736 100

Unallocated 1880 1863

Total bilateral gross 8679 8599
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Table B.5. Bilateral ODA by major purposes
at current prices and exchange rates

Commitments - Two-year averag

Action relatin

EC 1995 2000 2004-05 2004-05

USD million Per cent [USD million Per cent|USD million Per cent Total DAC

per cent
Social infrastructure & services 497 27 1824 26 4295 42 34
Education 38 2 392 6 583 6 8
of which: basic education 19 1 258 4 205 2 2
Health 67 4 295 4 452 4 4
of which: basic health 50 3 167 2 389 4 2
Population & reproductive health 35 2 41 1 145 1 3
Water supply & sanitation 41 2 228 3 550 5 5
Government & civil society 34 2 641 9 1921 19 11
Other social infrastructure & services 283 15 228 3 645 6 4
Economic infrastructure & services 316 17 1171 17 1497 15 14
Transport & storage 267 14 549 8 984 10 5
Communications 9 0 131 2 27 0 1
Energy 28 1 281 4 258 3 5
Banking & financial services 5 0 103 1 38 0 1
Business & other services 7 0 108 2 190 2 1
Production sectors 325 17 622 9 725 7 6
Agriculture, forestry & fishing 139 7 416 6 248 2 8
Industry, mining & construction 120 6 164 2 319 3 2
Trade & tourism 65 3 42 1 - - 0
Other - - - - 158 2 0
Multisector 130 7 632 9 674 7 7
Commodity and programme aid 534 28 1495 22 1304 13 3
Action relating to debt - - - - - - 21
Humantarian aid 74 4 903 13 1096 11 8
Administrative costs of donors - 184 3 594 6 5
Core support to NGOs 0 0 96 1 1 0 2
Refugees in donor countries - - - - - - 8
Total bilateral allocable 1876 100 6927 100 10 187 100 100

For reference:
Total bilateral 6 740 88 7226 86 10 227 94 77
of which: Unallocated 4 865 64 300 4 40 0 2
Total multilateral 902 12 1145 14 609 6 23
Total ODA 7 642 100 8371 100 10 836 100 100
Allocable bilateral ODA by major purposes, 2004-0!

Social infrastructure & services
Economic infrastructure & services
Production sectors

Multisector

Commodity and programme aid

g to debt

Humanitarian aid

Other

%

42
34

H
Ny
6]

=g
6 OEC
; ; @ Total DAC
13
3
0
[ 21
11
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Table B.6. Comparative aid performance

Net disbursement:

Official development assistance Grant element Share of ODA to LDCs

of ODA multilateral aid Bilateral and through

99-2000 to 04-05 | (commitments) multilateral agencies

2005 Ave. annual 2005 2005 2005
% change in % of ODA % of GNI

USD million % of GNI real terms % (a) (b) (c) (b) (c) | % of ODA % of GNI
Australia 1680 0.25 1.9 100.0 13.8 0.03 24.9 0.06
Austria 1573 0.52 12.1 100.0 217 7.7 0.11 0.04 15.5 0.08
Belgium 1963 0.53 9.4 99.7 334 146 0.18 0.08 31.0 0.16
Canada 3756 0.34 6.6 100.0 24.6 0.08 27.9 0.09
Denmark 2109 0.81 -2.6 100.0 356 264 029 0.21 38.6 0.31
Finland 902 0.46 8.4 100.0 33.8 183 0.16 0.08 27.2 0.13
France 10 026 0.47 7.0 95.0 278 9.7 0.13 0.05 23.9 0.11
Germany 10 082 0.36 5.0 95.2 26.1 4.3 0.09 0.02 18.7 0.07
Greece 384 0.17 2.7 100.0 46.3 5.2 0.08 0.01 20.7 0.04
Ireland 719 0.42 12.9 100.0 329 174 0.14 0.07 50.7 0.21
Italy 5091 0.29 10.6 95.5 554 306 0.16 0.09 27.6 0.08
Japan 13 147 0.28 -1.9 87.5 20.8 0.06 17.7 0.05
Luxembourg 256 0.82 7.7 100.0 271 174 0.22 0.14 41.2 0.34
Netherlands 5115 0.82 0.4 100.0 28.0 196 0.23 0.16 324 0.27
New Zealand 274 0.27 4.4 100.0 18.2 0.05 255 0.07
Norway 2786 0.94 4.7 100.0 27.0 0.25 36.9 0.35
Portugal 377 0.21 12.0 96.7 421 83 0.09 0.02 55.6 0.12
Spain 3018 0.27 6.9 97.9 38.3 123 0.10 0.03 27.1 0.07
Sweden 3362 0.94 6.8 100.0 329 270 031 0.25 32.7 0.31
Switzerland 1767 0.44 5.7 100.0 20.8 0.09 22.9 0.10
United Kingdol 10 767 0.47 12.3 100.0 242 128 0.11 0.06 251 0.12
United States 27 622 0.22 17.2 100.0 8.5 0.02 20.6 0.05
Total DAC 106 777 0.33 7.2 97.1 23.1 144 0.08 0.05 24.0 0.08

Memo: Average country effort ~ 0.47

Notes:

a.
b.
c.

Excluding debt reorganisation.
Including EC.

Excluding EC.

Data not available.
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Graph B.1. Net ODA from DAC countries in 2005

Per cent of GNI
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Annex C

Benin Field Visit Report

As part of the review ofhe European Communityid programme a DAC team?® consistingof
representatives othe UnitedStates, Australiaand the OECD Secretariat visited Benin from
11-15December 2006. The team matith EC development c@peration officialsin Benin,
representatives of the Benjjovernment and civil society and officials from bilateral and multilateral
aid agenciesDiscussionavere held in Cotonoand during a field visit t@uidah and Lokossa the
west of the country.

Introduction to Benin
Country profile

The Republic of Benin is a small (1I62 kn#, estimated population 6r8illion) country
bordered by Nigeria, Togo, Burkina Faso and Niger. Benin ranks at number 162 out of 177 in the
UnitedNat i ons Devel opment Programmeds Human Devel o]
but has limited natural resources and is dependent on external resources. The economy is based on
subsistence agriculture, cotton production and regional trade. Reat grapuh fell from 5% in the
period 200003 to 3.5% in 200405 and any potential national income gains are offset by a high
population growth rate of over 3%. Gross domestic product (GDP) is low at4BE&Rer head and
almost a third (29%) of the populati live below the poverty line.

This former French colony achieved independence in 1960 and a secession of military
governments ended in 1972 with the establishment of a Mdmmiist government led by
MathieuKerekou. In 1991 the country became a ¢itusonal multiparty democracy with the
president being both Head of State and Head of Government. Presidential elections are held every five
year s. Beninds | iberal democracy, although frag
its relatve longevity. It is a country where, despite some significant problems such as endemic
corruption, there is an active civil society, free press and general respect for human rights. On
19March 2006 an independent candidate, the former banker and he#lte d¥est African
Development BankYayi Boni, was elected president. The Boni government marked a significant
move away from the #fAold guardo of nati onal pol
being technocrats, with no previous governmepeeence.

Government planning

The previous government of Benin had produced a government action plan (GAP) covering
20002006 which set out the strategic aims of the administration. The new government is following

33 George CarneilUS Representative thvé DAC Peter WaddelWood, Australian Representative to
the DAC; James Hrasky, Senior Analyst, DCD, OECINeil Patrick, AnalystpbCD, OECD
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this with a National Development Plan (NP®hich will replace the GAP and run from 202610.
Building on the GAP/NDP, Benin has produced two Poverty Reduction Strat&ypesnient de
Stratégie deCroissance et de Réction de la Pauvreté DSCRP) that provide a stronger poverty
focus than the GR/NDP and that elaborate strategies that the government and development partners
use as the main reference point for focusing development activities. The first DSCRP covered the
period 20022005 and a DSCRP is in progress which will run from 2082009, and should be
available in April 2007. The DSCRIPincorporates the Millennium Development Goals and has a
number of headline objectives: accelerating growth; developing infrastructure; reinforcing human
capital; promoting good governance; and ensuringnicad and sustainable development.

European Commission presence in Benin
The Cotonou Agreement and the ACP States

The ACotonou Agreemento provides a frameworKk
activities in 77 countries in the African, Caribbeamd Pacific (ACPYegion, including Benin. The
agreement runs from March 2000 to February 2020, and is updated every five years. It is based on five
inter-dependent pillars: a comprehensive political dimension; increasing participation; a strengthened
focus on poverty reduction; new economic and trade partnerships; and a reform of financial
co-operation.

The ACP objectives are implemented through the European Development Fund (EDF) financed
by voluntary contributions from the European Union Member States 3" EDF (EUR 13.5billion)
runs from 2002007 and the TOEDF will run from 20082013 Each country is allocated a lump
sum, from which a range of different types of operations can be financed. For BeniB0BWiRlion
was allocated over the sjear period 2002007 (revised up to EUR99million in 2004) and a
similar, but slightly larger amount is envisaged for 22083. These figures do not include funding
from regional programmes, some thematic budget lines and projects funded from thend/aeergy
facilities.

The Delegation in Cotonou

In 2004 (the most recent date for which data is available) Benin received18hillion in
total net Official Development Aid (ODA) during the year. The European Commission provided
USD88.7million (23% o f Benindéds total ODA) , and ieotheer al |
European Commission plus the bilateral funds of the European Member States present in Benin
(France, Germany, Denmark, the Netherlands and Belgium) was2d&Pmillion (65% of the
total).

The Communityds devel opment programme in Beni
country level. Strategy and programming are a joint effort between headquarters and the delegation
with Brussels having the final say, while implementation has lmevolved to the delegation at the
field level. The @legation has a staff of 38 consisting of nd@mmission officials, fiveontractual
agents, ongoung experand23local professional and support stdffowever, it is worth noting that
the total nmber of staff involved in the@nmunityp s ai d ef fort in Benin als
of staff based in Brussel s; a Ssizeable number (
for more detail) and a number of technical assistants who aredplathe various line ministries.
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Strategy and programming
The Country Strategy Paper

EDF spending is implemented through Country Strategy Papers (CSP) and National Indicative
Programmes (NIPs). The CSP/NIPs run for the same time period as thg EBRbe current CSP
for Benin runs from 2002007 and the next CSP which will run from 268813 is being finalised.
TheCSPprovi des the strategic framework for the EC
and setting out the rationale for intention. It sets overall objectives and outlines the areas and
sectors of intervention, listing the various activities and the specific objectives for each sector. The
CSP is the combination of work by the Director@eneral for Development in Brusselsdatie
delegation in Benin and is agreed across the various Directéeaterals at headquarters. THEP is
a shorter, focused document without analysis or background and which lists the sectors of intervention
and the activities foreseen and attachesfire sums to them.

CSP 2002007 totaling EUR99million over the sixyear period was agreed with the
government and sets out a number of overall strategic objectives. These areecoacmic support
focused on poverty reduction (26%); sector supfarad transport (49%) and health (13%); and
institutional capacity building particularly focused on financial administration and justice (12%).

CSP 200813 will focus on: macr@&conomic budget support; governance and local development;
infrastructure andregional integration; and crossitting issues including social cohesion, the
environment and support to civil society. The (
Poverty Reduction Strategy (DSRP aligning its objectives with those outkd by the government.

There is a great deal of synergy between the two, although some differences in emphasis due to the
CSP focusing on a number of key areas, rather than all areas. In the sectors that it has prioritised, the
EC does aim to align its sgiic activities with those of the government.

The main changes between the two CSPs are: i) withdrawing from the health sector at the
national level; and ii) increasing use of Budget Support. The former is explained partly by an
increasing number of othedonors involved in health and a reduced Community comparative
advantage in this sector. Some continued support to health at the local level is planned through the
local development programme and through general budget support. Budget support is @gpected
increase from its current level of 40% of total Community spending up to 60%. Half of this will be
general budget support and the other half will be sector budget support.

The reduced activity in the health sector appears-fsetided. Health is a singly supported
sector with many other donors involved. The Con
reduced and it appears sensible to focus on other areas where its presence is stronger. Regarding
budget support, the Community has a mix of gehand sector budget support complemented by
projects and uses a balance of fixed and variable tranches. Increasing Budget Support is a
Commissionwide strategic objective and is justified partly as a means to increase {zantnéry
ownership and alignant. It is also partly politicalkdriven to support the new government and may
also help to avoid burdensome administrative procedures in order to increase slow commitment
figures. Benin suffers from widgpread and high levels of corruption; as budgppsett may be more
susceptible to misuse than other forms of aid it must be properly tracked and monitored and proper
checks and balances applied.

Although the CSP does set out the greater part of Community support to Benin, there are times

when sizeableléxibility in terms of new interventions may be required. For example, the delegation
and the European Member States were keen to stress the pivotal role that the Community played in
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ensuring that the 2006 elections went ahead. The previous governmehteedsning to cancel the
elections due to lack of funds. The Community provided BUWRlIlion (roughly 70% of the total

cost) to enable the elections to take place. This seems to be an exceptional case, but it is important that
t he Communi ttegy snaintainsree dalgncesbetwean predictability and adaptability. This

will also be the case as the DSCRPs develop. At present th@@8R2013 will, and should, be

aligned with the DSCRR0O072009, but will have to be flexible enough to manage any clsange
beyond 2009 when a third DSCRP will be produced.

The current CSP does not include all funding mechanisms. Some budget lines remain outside the
country plan and are managed from Brussels. These include thematic (for example the Energy and
Water Facilites), regional and NGO dmancing budget lines and account for roughl§®% of the
Communityds spending in Benin. The del egati on
budget lines, and is responsible for managing most of these projects. Butttekihecisiormaking
away from the delegation may lead to less alignment of the programme with the Poverty Reduction
Strategy Paper, a less strategically focused portfolio and ultimately diluted impact. It also adds to
confusion about Community engagemeénn  Benin f or the del egationd
additional work for the delegation. The CSP 2@083 should include all Community funding
mechanisms delivered in Benin to ensure overall coherence and consistency within the strategy. It
should refletin the one document the full extent of Community engagemmiBenin.

Co-ordination amongst donors

The European Commission in Benin appears strongly committed -todowmtion with the
government and other donors. The relatively small size of Cotamouthe donor community
facilitates interaction and the delegation is highly active inardination groups, including leading in
a number of sectors/areas. The European Union Member States present in Benin also appear to be a
fairly tightly knit group ttat generally appreciate the role of the delegation. Despite donor efforts, the
government has been slow to take up the lead role, though there are recent signs that Ministry of
Finance plans to play a more active role. Government leadership needs terteglass

The Peer Review team was al swlueiraletoketheeEaropeat i n
Commissioni i.e. what extra the Commission brought to Benin that individual Member States
working bilaterally could not. The Commission does work in anghsre it has a comparative
advantage, notably in terms of its size and its role/networks in the international system. This applies to
the areas of general budget support and infrastructure. Furthermore, as well as beingjraatmr of
European Membert&tes, the Delegation plays a significant if understated political role. During the
Peer Review team visit Germany was Acting President of the EU and therefore was the designated
political voice of the EU locally, while the delegation appeared to playjostive role in helping to
formulate and adopt agreed EU positions. Also in 2006 as already noted, the European Commission
was able to flexibly and relatively swiftly find a large sum of money to support the Benin election
process, which otherwise may lgav not t aken pl ace. This 1is -anot he
val ueo.

Implementation and Aid Effectiveness
The AEDF Cel |l 0

The Cotonou Agreement sets out how the Community works with ACP partner countries. For
example, it stipulates that all ACP countriest st use a fANat i onQ@rdonndteut hor i s

National) system which often relies on an EDF technical assistance cell to support recipient country
co-leadership and help respect the details of Commission grant procedures. In Benin the ED& Cell is
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smal | group that | ooks very similar to a dAproje
Cel | is described by i (usegasetda fridge far ®verall Conmentnitye e ni n ¢
development action #ountry. The cell consists of 2(ainly local, staff (one expatriate technical
assistant) housed in a sslifficient office. They work to ensure that the proposed projects adhere to

EC rules and procedures, are of consistent standards, and fit with government plans and activities.
Following screening by cell staff, decisions are signed off byNdgonal Authorising Officer who is

based in the Ministry of Finance. Other donors in Benin generally work directly with line technical
ministries in order to implement their activities and oft®ost the ministry capacity with technical
assistants in order to address the extra demands of donor assistance.

The addedralue of the EDF Cell is unclear, as is the division of labour between the delegation
and the cell and this is sometimes duplicatd effort between the two. Line ministries complain that
the EDF Cell is trying to do too much without the required expertise and is encroaching on their own
role. The Ministry of Finance is aware of this issue.

There is scope for assessing the use&smof the EDF Cell and perhaps altering its size or terms
of reference. The following suggestions were madi:culd be smaller; ii)t could join forces with
other donor units to deal with all donor projects;thi¢ delegation could work directiarough line
ministries as many other donors do. The Cotonou Agreement requires an NAO to be established; their
role is to decide the type of structure best adapted to aid implementation. This may be a form of EDF
Cell or may be a different sap. It is siggested that the Commission undertake some form of review
of the numbers and types of these cells and their usefulness in order to propose a more efficient reform
of the overall EDF implementation approach.

Procedural issues

During the visit, partners anlocal government consistently described working with the
Commi ssi on as a Aheavyo and administratively
disbursements. EDF procedures are considered complicated and the process is perceived to be further
slowed down B having to get time&onsuming headquarters and Member State approval during
various stages of the programme/project cycle. The forthcoming replacement of-pyepectect
approval by annual action plans should help. But EDF procedures could be fudheted to
identify and remove bottlenecks and to simplify procedures further. This will allow for more
flexibility in adjusting line items, in response to field realities and implementing needs.

Commission partners all agree that devolution has improrgidementation €.9. quicker
payment s, reduced l ead ti mes on contract awar
continuing involvement creates bottlenecks and delays. This can result in long lead times for design
and approval of project®.g.onesource cited a thregear delay from agreement to project stapj,
slow disbursement and unspent funds at the end of the project. Further delegation of authority to the
field level may help to speed up the process and should be explored. For examgplstirategy is
approved in Brussels, subsequent projects below a certain budget size could be designed and approved
at the field level without headquarters involvementcduntry Member States could review new
Commission projects locally instead of arMimber States review in Brussels.

One challenge highlighted by the previous Peer Review was the worldwide slowness of
Commission commitments and disbursements, particularly those of the EDF, which undermines the
effectiveness of the use of its ODA. Bghtion accounts suggest that this tendency still persists in
Benin. Both indicators of these trends in Benin, RAC (Reste a contracteor remaining
commitments) an@RAL (Restea liquider, or outstanding disbursements) have tended to remain slow

when canpared to the size of the initial grants, although improvement on commitments has been made
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(80% of commitments for thé"®EDF are now completed). Some have suggested that this could be an
inherent characteristic of the EDF approach to budgeting. EDIS faredmade available to the country
programme in one up front allocation, can be contracted for any point alongtheas timeframe of

the relevant EDF cycle and can be disbursed over several years after the end of the cycle. This does
not lend itself & particularly rigorous year by year financial management and discipline. On the other
hand, this approach to budgeting would appear to offer the advantage of considerable flexibility for the
programmers, who then have only modest time pressures to cempieject design and
implementation. This seems to result often in large unspent funds toward the end of the EDF, leading
to pressure to quickly spend the funds or unspent balances at the end.

The Paris Declaration

At headquarters level the EC is a keeoponent of the Paris Declaration on aid effectiveness and
on2March 2006 adopted a comprehensive AEU Aid Ef
would take forward its commitments. The prioritisation of aid effectiveness is replicated in Benin.
Delegation staff has a good understanding of the aid effectiveness agenda and also view it as an area
of comparative advantage for the Commission, as well as an important donor objective generally. The
delegation has a piactive staff member focusing dhis issue, who leads the donoraaination
group on aid effectiveness in Cotonou.

In Benin, the five Paris Declaration aid effectiveness pillars are at various stages of advancement.
The delegation is a supporter aduntry ownership, although with on} eight months in office, the
new government appears to be still getting to grips with its role and has limited resources. As already
stated, the country has had, and will continue to have, poverty reduction strategi#SRPII). CSP
20022007 and CSR0082 013 bot h outline the main aims of t
evolved over the period, and the Commission does use the CSPs to try to ensure synergies between its
work programme and the government objectives. This explicit backing ebn tb shore up
government ownership.

Regardingalignment, in the limited time available we were not able to assess in any detail the
robustness of the various country systems and procedures that are inegapeo¢urement and
public financial manageemt). However the Community does endeavour to align, and to aid
alignment. The delegation is increasing its budget support from 40% to more than 60% in CSP
20082013. Some of this will be sector budget support, which helps alignment. Another example is the
del egationds aim to help the government to i mp
strategic aimsie.CSPs) al so fit with the governmentds ma
in macreeconomic stability and support and in instibatl capacitybuilding, are key goals.
However, the Commission may want to look closely at its EDF Cell, as outlined above. As a
quasiparallel implementation structure, it could be considered a burden for the Benin government and
may lead to inefficiencand the duplication of some activities.

Community aid to Benin is generally predictable as it is outlined in metkum (five to six
years) CSPs. The broader aims are clear, as are the sectors of intervention. There is flexibility but this
is at the pragct level. Some aid is conditional, for example part of the Budget Support given is in
variable tranches.

There are some attempts towards incre&sechonisation in Benin. The delegation is exploring
ways to work more closely with other donors, in patticdhrough joint programming. In Cotonou,
there is a weltleveloped set of donor -@ydination groups, although the leading role of government is
weak. Some of the groups are at the broad, strategic level, such as regular Head of Delegation/Chief of
Mission meetings, while others are based on themes or sectors. The delegation leadsdimatoon
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group on budget support. It is an active member of the groups (and is the {eedinator on
e.g.budget support) and the small size of the donor communiyo& Cotonou itself lends itself to
relatively straighforward ceordination. The delegation is investigating the possibility of joint
programming arrangements, perhaps in the areas of justice and governance and perhaps initially with
other EU Member Sta partners. However, it is encountering difficulties, such as inflexible
Commission rules and timetables; problems that must be overcome in order to press forward with this
important initiative.

Like many donors, and as agreed in the Paris Declaratiomss@&s (both the European
Parliament and the European Commission) is increasing its system emphasisultstbased
management In field delegations like the one in Benin, this has led to a growing number of
monitoring and results data collection tasksstly, all projects are required to contract out both a
midstream and final project evaluation. Secondly, Brussels operates a system known as
resultsorientated monitoring (ROM). Consultants are contracted to visit the country once every year
(a ROM exetise is scheduled for April, 2007) to assess a list of projects according to a standardised
methodology so that projects can be comparé@. dElegationalso prepares amaual management
plan (AMP) that includes objectives, outputs and indicators ohadlt del egat ebs acti vi
reported on twice yearly (June and December). Headquarters is also interested in cargimpsut
evaluations and EuropeAid has a service that conducts such evaluations on a periodic basis. These
evaluations may beountryspecific, theme or sectapecific. For example, in 2004 the EuropeAid
evaluation service assessed development aid in Benin generally.

Despite the considerable amount of work already invested in monitoring and evaluating the
activities of the delegfion in Benin, the different efforts do not appear to be part of a coherent or
integrated system of resulbmsed monitoring. Moreover, there appears to be little way of
consolidating and using this information in order to facilitate system or lessonntpayenerally.

A topic of interest for the Peer Review visit to Brussels will be how to better assemble one integrated
resultsbased system that services the specific needs of headquarters while imposing the minimum
management burden on the local delegati

Working with civil society

In poor countries civil society groups are essential partners of donor action. In Benin there is an
active set of civil society groups and the fspmech environment of the country gives them space in
which to operate. Theare able to provide direct access to the particularly vulnerable and poor
sections of the community. They can also be critical supporters of issues such as decentralisation. This
is becoming an increasingly important topic in Benin, with authority bdeamentralised from the
capital to the mayoral level, although not necessarily with sufficient financial resources. Civil society
groups can also play a role in tackling issues such as corruption. Furthermore, in a country like Benin,
which is rife with coruption, certain civil society groups can watch over the growing pool of budget
support offered by donors and to counter misappropriation of funds.

The delegation is aware of and works with some parts of civil sociéty example through
project OSCAR* a dialogue with Civil Society on the programming of thd" HDF. It should
continue to deepen the work with civil society, for example when moving to increased levels of budget
support. In this case the role of groups such as theamtiption group BNAC® in keeping an eye
on government budget allocation and execution could be a real asset and could complement to efforts

34. Organisation de la Société Civile Appuyée et Renforcée.

35. Front des organisations nationales associatidatteecontre la corruptian
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to strengthen public financial management and accountability. When working with NGOs the EDF
procedures seem to be unnecessarilydéngome (as for most partners), and the delegation and
Brussels in general should consider ways to reduce the levels of bureaucracy, including the use of
simplified grant instruments and perhaps allowing NGOs to use their own accounting practices that
havebeen precertified.

Debriefing

At the end of the visit the Peer Review team made a short presentation and had a useful
discussion with the delegation about the number of initial impressions and important issues to
investigate further. The issues incldde

)l

1
1
1
1
1

Overall Commission strategy in Benin.

Complementarity and eordination with government and other donors.

Aid instruments and in particular budget support; procedural reform, rules and regulations.
The role of the National Authorising Officer anatBDF Cell.

Measuring results.

The role of norgovernmental organisations.
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AnnexD

Pakistan Field Visit Report

As part of the review of the Eurome Communitydevelopment coperation a DAC tean?
consisting of representatives of thaitéd StatesAustralia and the OECD Secretariat visited Pakistan
between26 Februaryand2 March2007. The team met with EC officials in Pakistan, representatives
of the Pakistan government and civil society and officials from bilateral and multilateral aid agencies.
Discussions were held in Islamabad and during a field visit to Maaafd. A previously scheduled
field trip to Karachi was cancelled for reasons ofsiég and logistical reasons

Introduction to Pakistan
Country profile

Pakistan i s"latgéstecountry withdah estintated 1®llion inhabitants and a
popul ation growth rate of 2.4% per yeaecondt he h
largest Muslim nation after Indonesia. Poverty is pervasive in Pakistan. The United Nations Human
Development Index ranked Pakistan 3t of 177 countries in 2004. The World Bank showed a
fairly robust GDP, with economic growth of 7.8% in 200haligh GDI per capita was only USI90
in that same year. Nationwide, some 33% of the population lives below the national poverty line and
one half of the population is illiterate, although regional variations are significant.

The EU External Relations pubi ¢ website currently describes
volatile region, troubled by instability in neighbouring Afghanistan and Kashmir and characterised by
widespread incidence of illicit trade, including in drugs and arms. Pakistan condudciear nests in
Mayl1998 shortly foll owi ng t-Rakistani retaionsrhave dxpedended b y
many ups and downs and are currently improving. The country also has problems with neighbouring
Iran, who has just begun construction of a Kd@metre concrete wall along the border, ostensibly as
a barrier to hostile fighters and illegal trade coming from Pakistan.

Domestically, the countryédés political cont ex
In 1999 General Pervez Musharraf ajpped himself president following a military coup and in a
2002 referendum his mandate was extended to 2007. In its most recent Country Strategy Paper (CSP)
the EC notes that Pakistan has the potential to develop into a moderate and democratic sédte but th
this evolution has been undermined by military interference in political affairs. It foresees multiple
future political challenges, including the completion of a transition to civilian government, the control
of religious extremism and sectarian violenthe improvement of human rights and the construction
of better relations with India and Afghanistan.

36. George CarnetJS Representative to the DAStephanie Corpu€ampbell, AusAid/Canberrdames
Hradsky, Senior Analyst, DCD, OECINeil Patrick, AnalystDCD, OECDO BarnabyWillits-King,
Contract Humanitarian Advisor.
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As a result of Pakistands nucl ear tests and
community also have fluctuated, resulting sometimesastit reductions in aid levels. Since the 9/11
terrorist attack on New York and the fall of the Taliban in Afghanistan, Pakistan has emerged as an
important political ally in the fight against terrorism and the international efforts to rebuild a
democratt Afghanistan. This has resulted in a major scalipgf aid to Pakistan and has influenced
aid strategy and donor programming, including that of the Commission and EU members.

Government fanning

Pakistani government strategy for poverty alleviation madreeconomic reform is outlined in a
poverty reduction strategy paper (PRSP) that was finalised in 2004. The PRSP is built around four
thematic actions: ixchieving broadbased economic growth; inproving governance and
consolidated devolution of gewnance to the district level; iivesting in human capital and delivery
of basic social services; and idrgeting the poor and vulnerable. The strategy also focuses on
attainment of the Millennium Development Goals and forging government allianttesivii society
and the private sector.

European Commission presence in Pakistan
A recently renewed and more complex European presence

European development assistance to Pakistan was stagnating around the beginning of the decade
until an EU General Affag Council decision in October 2001 (based on considerations for regional
stability) gave new priority to political dialogue with Pakistan. In its decision, the Council noted that
fabove all, the EU has an inteAgisadoi nTlHiosteeding
led to the signature of &hird Generation Capperation Agreemenbetween Pakistan and the
European Community in November 2001, which, following an extended consultation process in the
European Parliament entered into force Saptember 2004. Subsequently, the finalisation of a
readmission agreement on repatriation of illegal migrants further delayed the structured dialogue
process envisaged over five years ago. Both parties how expect to set up a Joint Commission in
May 2007, vhich will establish suftommissions in the Community focus areas of trade and
development cmperation. Fundamental issues of regional security and combating terrorism will
continue to be addressed as part of the political dialogue between an EU Troikakéstdn. Finally,
the EU has also noted its special interest in promoting regional action through the SAARC (South Asia
Association for Regional Goperation).

Despite the time required for the EU to operationalise its new interest-apecation with
Pakistan at the political level, the European Commission has been able to move forward with its
planning for developmental programmes in Pakistan, several of which support broader EU priority
concerns in the countre @.addressing the EU market accessidéads for Pakistani seafood exports
or supporting the ECHO humanitarian response to the 2005 earthquake). In 2006, Brussels established
its indicative country allocations for development in the Asia region for-20071 O . Pakistanbo
found strategic mphasis made it one of only four Asian countries to receive a substantial increase
(+72%) over the 2002006 level. As noted below, this new direction is only in the earliest stages of
programme implementation.
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