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CONCORD analysis of the European Commission April Package on Development Cooperation 8 April 2009

CONCORD, the European Confederation of Development NGOs welcomes the release of the European Commission’s Spring Package on development cooperation. However, we have a number of concerns we would like to raise, and would also like to see reflected in the Council Conclusions agreed at the General Affairs and External Relations meeting, to take place on 18-19 May 2009.  

Whilst we appreciate the Commission’s move to be the first to respond to the impact of the financial crisis on developing countries, we have some concerns on the content of the package on supporting developing countries to cope with the crisis.  
One particular concern is that the package does not contain any fresh development money. Although the release of the OECD DAC figures in March this year showed a rise 2008 aid provided by the European Union, this increase is far from sufficient, and recent cuts from EU member states to their 2009 aid budgets signals a worrying trend towards European development cooperation practices. 

Furthermore, we feel that there has been extremely little progress from Europe on its Aid Effectiveness commitments and only a very limited number of EU member states even have plans for implementation of the Paris Declaration and Accra Agenda for Action in place. Given the leadership role that Europe played in Accra, this is particularly disappointing.  

Below, we have included some more detailed civil society analysis on specific aspects of the April Package working papers. We would be very pleased to discuss this with you further, in our next meeting, ahead of the General and External Relations Council meeting. 

We call on the EU to ensure predictable and sustained increases in aid; to demonstrate leadership to push forward existing commitments; and to agree further measures to assist developing countries to cope with the crisis.

1. Providing more ODA – we welcome the clear recognition that the EU needs to do more in this area, and that despite the upwards trend, the outlook for the coming years is problematic. We note that the communiqué recognises that ODA alone, will not be enough, and that as a consequence, a “whole of Union” approach should be applied.  We have however, great concerns over such a “whole of union” approach, since it is far from clear whether all of the factors described as contributing to development under such an approach are in fact aimed at reducing poverty. Many of these actions may also serve the interests of EU member states over poverty reduction. Moreover, this approach should not be an excuse to widen either definitions of ODA or definitions of development beyond the aims of poverty reduction and access to rights. 

2. Innovative finance – We welcome initiatives to raise innovative finance for development. In the current context there is more room than ever for adopting innovative mechanisms that can help to regulate global finance. These new modalities must be targeted at the achievement of the Millennium Development Goals (MDGs), and tackling global challenges to sustainable development such as the costs of climate change adaptation and mitigation.

The April Package recognises the value of innovative sources of financing, with a specific mention of voluntary solidarity levies, such as the airline tax to finance health programmes. We are concerned however that there is no acknowledgement that these monies must be demonstrably additional to ODA targets, as set out in international commitments. We are concerned that there is a growing trend towards widening ODA definitions to include other sources of funding, and urge the Commission to ensure this is not taken forward in any way.  

Whilst innovative sources of finance may have the potential to generate more resources for development, they should not result in a watering down of Member States’ aid commitments which are fundamentally a matter of justice and equity.  Public perceptions of such additional levies and their ability to generate the necessary resources would have to be investigated thoroughly before such measures were adopted on a widespread basis; and guarantees on the additionality of such resources to donors’ aid commitments would have to be put in place.
We welcome the desire to increase resources available for development, but we also have questions over the new target to ensure that for every Euro spent on aid, there should be a corresponding target to leverage five euros in non-ODA funding. We are also concerned that these other flows may not be specifically dedicated to tackle fighting poverty. As this issue is phrased in the Package, it could also imply that aid money may be actively used to leverage private finance or technology transfers in poor countries. 

The April package also focuses on the need to examine the efficiency of innovative financing mechanisms, the effective use of the funds, and the need to ensure that national ownership is not undermined. We would echo such a call, particularly the need to ensure that national ownership and country systems are respected and would go further in saying this should be a more central part of the discussion of innovative resources. However, the value of innovative mechanisms should also be examined for their contribution to development in its broadest sense, which would require more honest examination of the systemic impacts of the innovative mechanisms. 
3. Improving aid effectiveness – we welcome the EU’s promotion of a collective EU response to the crisis and an invitation to MS to present actions and instruments introduced in response to the crisis in developing countries. We also appreciate the commission’s attempt to quantify the costs of not implementing the Paris Declaration and Accra Agenda for Action. However, there has been little progress on aid effectiveness commitments since Accra. It is essential that EU MS immediately develop implementation plans in consultation with partner countries. It must also be recognized that any new instruments for this implementation must also be developed with partner country consultation, and their use must respect all of the targets in the Paris Declaration and Accra Agenda for Action. 

We are also concerned about the balance of the EU’s focus on Division of Labour as part of its aid effectiveness commitments. Harmonisation of development cooperation activities, within the international aid effectiveness agenda is just one of many crucial aid system reforms which EU member states must demonstrate progress on by 2010. We urge the EU member states to ensure they meet all the commitments outlined in the Paris Declaration and Accra Agenda for Action, and develop implementation plans to demonstrate how they will do this. 

4. Acting counter-cyclically and cushioning social impact – The Commission commits in the Package to frontload aid and accelerate budget support. Whilst this move is welcome, frontloading is not enough, we desperately need sustained increases, otherwise poor countries are likely to lose out in the coming years.. 

The Package also commits the EC to work with MS on targeted actions to strengthen social safety nets, safeguard social spending and support employment and economic activity. We welcome the proposal from the EC to dedicate in 2009 at least €500 million from the 10th EDF to support those ACP countries hardest hit by the crisis (by providing budget support through (i) the existing FLEX, based on past export losses as well as (ii) an ad hoc vulnerability FLEX). We urge MS to therefore agree ahead of the GAERC, plans for safeguarding social spending. 

5. MDGs – We welcome that the April Package underscores the importance of ODA to mitigate the impact of the crisis and to achieve the MDGs, however, there is no attempt to take on board the fact that some EU MS are actually cutting back on their aid budgets. It is also positive that the Package outlines the different interlinked crises taking place, which may affect the achievement of the MDGs, but both this, and the discussion around the two key factors of inequality and vulnerability’s potential to impact on the achievement of the MDGs, could benefit from a deeper analysis.  

It is also positive that the package discusses some of the shortcomings of the MDG as a framework, and the need to integrate it into a broader ‘one world approach’ without losing the priority given to the fight against poverty. Nevertheless, there is little on concrete policy recommendations to be taken in the coming years, and we would like to encourage the EU to address this issue without delay.  

6. Stimulating trade and private investment – We welcome the EU’s commitment to deliver 2 billion euros in aid for trade. Eleven member states have now stated they have an Aid for Trade strategy of some sort in place. However, we are concerned that this is earmarked funding which is not additional to existing ODA levels. Moreover, There has also been little concretely done to integrate a poverty focus into the EU Aid for Trade strategy: it is very unclear at this stage what this will mean in terms of what priorities are emphasised and how responses will be monitored, which leaves European NGOs with ongoing concerns about whether European Aid for Trade will benefit from a sufficiently a pro-poor focus. Another concern is the broad definition of Aid for Trade, which leaves it open for interpretation – this also raises questions around the potential poverty focus of Aid for Trade. 

Moreover, little assessment has been done to date on how effectively EU is responding to country demand on Aid for Trade, and as yet, it also seems that very few member states are delivering Aid for Trade in ways consistent with the aid effectiveness principles.  

We urge the EU to elaborate plans in partnership with developing countries which illustrate how aid for trade will be primarily targeted at poverty reduction, and to ensure these monies are provided in addition to existing ODA, the destination of which should be decided upon by developing countries in full respect of the ownership principle. 

7. Open economy and Foreign Direct Investment – We welcome the Commission’s recognition that any agreement on the Doha round would need take account of where gains can be made by the poorest countries, for example by providing duty-free and quota-free market access for Least Developed Countries to all developed markets; increased opportunities in many emerging economies; and by extension, reductions in trade-distortive agricultural subsidies. However, the “whole of Union approach raises some concerns about the ways in which trade may be used by the EU in stimulating development. It is crucial that at all times, any development activities of EU member states are guided by poverty reduction alone. Furthermore, the strong emphasis on international private capital flows for development also raises some similar questions: private flows are important for development, but there is no general agreement on how to determine whether these flows are good or bad for development, and what policies can be leveraged to deal with this. 

We urge the EU to take a stronger stance on real Policy Coherence for Development, and ensure that all of its policies, including those on trade, and those which support inflows of external capital into developing countries, are consistent with development and poverty reduction objectives.
8. UN conference on the world financial and economic crisis – We welcome the EU’s statement of priorities on honouring aid commitments; leveraging other means of providing assistance and mobilising resources; taking and facilitating counter-cyclical actions; improving aid effectiveness; cushioning the social impact, protecting the most vulnerable and supporting the real economy; making a "governance pact" with developing countries; and improving openness, efficiency and inclusiveness of global governance systems. However, we would like to see these priorities translated into concrete measures at the UN conference in June. It is vital that the EU takes this opportunity to address the reform of the financial system and the International Financial Institutions, in the legitimately representative context that the UN provides. 

9. Tax – it is positive that the Commission dedicates such a substantial section of the package to tax. We also welcome the recognition of the need for an “enabling international environment” for supporting reform, and the acknowledgement that not all member states are supporting international conventions on corruption and transparency. However, this signals very clearly that the rhetoric and reality from the EU on enabling developing countries to raise taxes for domestic resource mobilisation do not match up. We are also concerned that the April package fails to address the role of tax havens in Europe (and EU member’s overseas territories) as enabling (or disabling) factors for tax evasion and capital flight from poor countries, neither does it address Europe’s contribution to the race to the bottom in corporate tax rates, or the role which financial deregulation and liberalisation imposed on developing countries by IFIs has played in encouraging tax evasion. 

We urge EU member states to take a lead on this critical area of financing for development, by taking forward work begun within the G20 on issues including tax havens and international accounting standards. A concrete step towards achieving the EU’s stated goal of good governance in the tax area (including transparency and exchange of information) would be adoption of a Code of Conduct for states on cooperation in combating international tax evasion – already approved by the UN ECOSOC subcommittee on tax matters.   International accounting standards should include the requirement of country by country reporting on financial transactions between multinational corporations and governments, including tax payments.  We would also urge the EU to initiate a review of IFI conditionality, eliminating those conditions which reduce developing countries’ policy space for effective and progressive taxation.  

10. External Debt – we have been disappointed to see that debt does not appear to be high on the EC’s agenda this year. In the Package, the Commission acknowledges that many post-HIPC countries have been led into new borrowing since 2007, because they have been exposed to a succession of shocks - shocks which were caused in particular by high and volatile food and energy prices. This means that debt sustainability in developing countries is therefore a major concern for the EU, and despite this, member states’ preference is to enhance existing debt management mechanisms. Only a minority of member states acknowledge the need for a sovereign debt restructuring mechanism – which shows little commitment to implement the Doha Financing for Development commitments. Neither does the package discuss other crucial issues on the debt agenda such as debt audits and illegitimate debt.          

Beyond fulfilling commitments to the HIPC and MDRI initiatives, the EU should commit to work for further debt cancellation for deserving countries that could not benefit from these restricted debt relief programs.  Discussions on sovereign debt should aim at a legal framework for responsible lending clarifying responsibilities of both creditors and debtors, and including an impartial and transparent process for resolving debt crises and disputes.       
11. International Financial Institutions – it is positive that the Communication welcomes “the current international debate to review the international financial and monetary architecture and global economic governance” and the agreement by the World Bank’s Development Committee, “including an additional seat for sub-Saharan Africa on the Bank’s board and the increase in developing and transition countries’ voting shares in the IBRD and IDA”; and establishing “an open, transparent merit-based process for selection of the IMF Managing Director and the WB president”. 
However, we have concerns that this section in the package is not sufficiently robust. The Communication often restates existing measures which EU MS and the Commission have publicly supported in previous years, but which have never been implemented because of a lack of political will. The World Bank is a development institution and, as such, we believe that the world poorest countries should have a much greater say on the governance of the institution as they are the most affected by its decisions. In both the World Bank and IMF, the formulas to determine voting rights (GDP openness, variability and reserves) are biased against developing countries, and therefore need to be amended to include other variables.  A double-majority requirement (voting power and number of members) – such as already foreseen within the EU through the Lisbon Treaty – would also increase the weight of developing countries in decision making.

12. Global governance reform – the April package calls for regional and continental groupings to be invited to participate in informal international economic platform like the G20 in order to vouchsafe greater efficiency and representation. Whilst we welcome the move to ensure developing country groupings are represented at global political and economic fora such as the G20, these groupings do not represent a space for decision-making where all countries have an equal say. It is positive that the package advocates for enhancement of the debate on global economic issues within the UN ECOSOC, corresponding to the UN’s central role in the multilateral system.  A number of existing proposals have been made to strengthen UN leadership on global economic and financial issues, e.g. a UN Economic and Social Security Council.  Now however, a process is needed to channel this political will into a clear operational plan.  
The reform of the financial system in the face of the impact of the crisis on developing countries must be tackled through the UN – which is the only genuinely representative and legitimate body we have. The EU should promote a strengthened Financing for Development follow-up process as the venue for these discussions, and EU should ensure it takes an ambitious agenda supportive of developing country (G77) concerns to the June UN conference on the financial and economic crisis. 

13. Green growth and the challenge of climate change

We welcome the idea that the present crisis is an opportunity to create greener economies first and foremost in industrialised countries, where it is an imperative if we want to curb climate change, but also in developing countries through low carbon and more sustainable development. We are however concerned by the absence of a low carbon economy approach mainstreamed throughout the package, specifically in the sections relating to infrastructure, economic activity and employment, agriculture, trade and private investment. Low carbon development is instead tackled as a separate issue. A twin-track approach combining mainstreaming and elaborating stand alone instruments such as the GCCA or the GEEREF, would certainly be more effective in promoting low carbon development and real policy coherence for development.  

It is critical to note that challenges posed by climate change go far beyond climate proofed development and require the adoption of ambitious mitigation targets by industrialised countries. In order to build the trust between developed and developing countries that is needed for a successful conclusion of the Copenhagen Summit, it is of utmost importance that EU leaders adopt concrete proposals and figures on substantial additional financial, technical and capacity support for developing countries to ensure that they can both de-carbonise their economies and cope with the impacts of climate change without undermining their development aspirations. 

The EU should commit to meeting its obligations based on historic responsibility and capacity by providing its fair share of the total financing needed for climate action in developing countries. This is likely to mean a minimum EU commitment of €35 billion each year by 2020, in addition to existing aid targets and to any purchasing of carbon credits that offset EU emissions. The EU also needs to ensure that those funds are channeled through mechanisms accountable to the UN Framework Convention on Climate Change, that financial flows and other types of support are predictable, grants-based, and additional to existing ODA commitments, and that the funds reach the poorest and most-affected communities, through use of a rights-based approach (including gender-sensitive analysis and involving targeted populations in decision making and implementation). ODA and Climate related aid are not competing; on the contrary, they are complementary. ODA should be used to reduce general vulnerability and to build resilience on top of which support for climate change adaptation will be more effective and sustainable.  
We are also concerned that issues of green growth and climate change are not covered within a sufficiently robust policy coherence for development framework, and yet this is being promoted  by the EU as an important factor in their work to deliver on development and MDGs. It is crucial that the EU consistently demonstrates how its climate, energy, trade, transport and other policies are related to real development needs and objectives. 
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