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WRITTEN STATEMENT BY LOUIS MICHEL 
COMMISSIONER FOR DEVELOPMENT AND HUMANITARIAN AID 

EUROPEAN COMMISSION 
 

DEVELOPMENT COMMITTEE MEETING, 21 OCTOBER 2007 
 
 

MORE AND BETTER AID 
 
Following the "commitment year" of 2005 (Paris Declaration, Gleneagles, new EU commitments) EU aid 
achieved a record high (EUR 48 billion), contrary to global trends in 2006, and remains on the rise, even 
when excluding debt relief. Almost eighty percent of the Gleneagles commitments for Africa build on the 
contributions of the EU27. We call upon the donor community to live up to their promises and to further 
increase their aid to ultimately achieve the 0.7% ODA/ GNI target by 2015. 
 
The eradication of poverty and the achievement of the MDGs remain at the centre of the EU agenda. To 
achieve these objectives we need more and better aid and the ability to implement it faster, as well as 
institutional and structural reforms in partner countries. Europe's drive to further increase aid resulted in 
the European Consensus on Development, which defines - at the European Union level - common 
values, principles, objectives and methods that facilitate poverty eradication. It has triggered change in the 
way we deliver our assistance and how we cooperate at the international level. A visible sign is the ever 
increasing number of joint EU positions at the Board of the World Bank. The Consensus has also led to 
the adoption of the EU Code of Conduct on Complementarity and the Division of Labour in 
Development Policy. Based on our initial experience with its application, we will take the Code to the 
Accra High Level Forum on Aid Effectiveness and hope that the World Bank will take a strong interest in 
it. 
 
We must review our aid modalities. An ever increasing number of projects would be highly detrimental 
to the benefits of the scaling up process. We are convinced that the increased use of budget support, 
whenever possible, is essential. Our partner countries need stable aid and a longer term perspective 
regarding future aid flows to better plan for MDG-related public spending. The European Commission 
has therefore developed the "MDG-contract", which targets strong performers that have successfully 
implemented budget support and demonstrate a commitment to monitoring and achieving the MDGs. 
This form of budget support would cover six years and provide a minimum, guaranteed level of support – 
except in cases where eligibility criteria are unambiguous breached – within a strong framework for 
monitoring performance and results. The Contract will be pioneered in the African, Pacific Caribbean and 
Pacific countries, with the option of further extending its geographical scope. 
 
While we believe that the country based development model is central to increasing the quality of aid, 
we must also look to promoting the regional integration of our partners. We must also enhance efforts 
regarding countries in situations of fragility. The Commission supports the design of a budget support-
type instrument to enable these countries to better benefit from the scaling-up of aid. Given the shared 
objectives on scaling-up resources for IDA 15 and the European Development Fund (EDF), the 
European Union and the World Bank must work more closely together, guided by the Paris 
Declaration, on implementation mechanisms and the need for predictability. 
 
THE STRATEGIC DIRECTION OF THE WORLD BANK GROUP 
 
This year's discussion on the strategic direction of the World Bank is of great interest to the 
Commission, as both institutions are major donors worldwide and the Commission is a large contributor 
to World Bank-managed trust funds. Depending on the final outcome, the Bank's new strategy may have 
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an impact on the international financial architecture. The key priorities highlighted in the Bank´s 
strategy are shared by the Commission, such as the focus on low-income countries, post-conflict 
countries, global public goods and the important role of the Bank in knowledge sharing. 
 
However, it would be useful for the strategy to take a wider perspective, including challenges such as debt 
sustainability and regional integration and paying more attention to the role of developing countries (need 
for ownership and PRSPs leading all donor actions). We consider that the strategy should also cover the 
Bank Group's role in the changing aid landscape and, in particular, its added value compared with 
other donors and regional development banks. For this the EU Code of Conduct on Complementarity 
and Division of Labour in Development Policy, mentioned above, is a crucial instrument. In this regard, 
the Bank's long term strategy will provide a unique opportunity to contribute in the best possible way to 
the upcoming global agenda: the Third High Level Forum on Aid Effectiveness in Accra and the Review 
of the Monterrey Consensus Implementation in Doha.  
 
CLEAN ENERGY FOR DEVELOPMENT INVESTMENT FRAMEWORK AND CLIMATE CHANGE 
 
Climate change process is a reality and the Least Developed Countries and Small Island Developing 
States are the most vulnerable to it. If the international donor community does not help these countries to 
take the necessary adaptation measures, all the efforts to achieve the MDGs will be in vain. In addition to 
the mitigation measures which are essential, post-Kyoto discussions must take into account the situation 
of these vulnerable countries. It is for this reason that we have put forward the Global Climate Change 
Alliance (GCCA), to deepen our dialogue and step up cooperation with partners on climate change. The 
Alliance will improve cooperation in five priority areas: adaptation; reducing emissions from 
deforestation; enhancing participation in the Clean Development Mechanism; promoting disaster risk 
reduction and better integrating climate change in poverty reduction efforts. We note the complementarity 
of the GCCA with the Clean Energy for Development Investment Framework and will explore the scope 
for future synergies. 
 
Energy has become an important issue in our development cooperation. We have a dynamic energy 
dialogue with our development partners in Africa, focusing on our common energy security, energy 
access and climate change. The Energy Facility has now allocated €198 million to 75 proposals that will 
improve energy access for 7.5 million people, mainly in Sub-Saharan Africa. We have created an 
Infrastructure Partnership and a trust fund with the European Investment Bank that will provide 
financing for regional and cross border energy systems. Under the 10th EDF, an energy component will be 
included in several national indicative programmes. 
 
The progress report on the Clean Energy for Development Investment Framework contains important 
proposals for filling the huge financing gap in the energy sector. We are well equipped to cooperate on 
implementation in Africa, where both the WB and the Commission will have energy programmes in the 
future. 
 
We would like to stress the urgent need for action in Sub-Saharan Africa, which has the lowest level 
of energy access in the world and is among the most vulnerable to the impacts of climate change. We 
support the splitting of the Investment Framework into two separate tracks: a climate change track 
which includes clean investments, mitigation and adaptation, and an energy needs/access track.  
Furthermore, we would like to stress the importance of involving the private sector through public-
private partnership, focus on energy efficient and renewable energy technologies, and promote regional 
energy cooperation. 
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AID-FOR-TRADE  
 
Aid-for-Trade has a key role to play in helping to create competitive economies able to take advantage of 
international markets. It supports poor and vulnerable countries in developing the basic economic 
infrastructure and tools they need to harness trade as an engine for economic growth and development. It 
also helps to build the necessary capacity to trade effectively and efficiently, and to accelerate poverty 
eradication. 
 
The EC is highly committed to the Aid-for-Trade Agenda. Supporting developing countries' capacity to 
trade is a longstanding priority for us. Between 2001 and 2005 the Commission provided, on average, 
€860 million for trade related assistance, making us the world's single largest donor of this type of 
support. We also provide large grants to trade related infrastructure – the annual average between 2001 
and 2005 was €1.35 billion1 with additional support going to productive sectors. 
 
On 15 October, the European Union adopted a Joint Aid for Trade Strategy. At the WTO Hong Kong 
Ministerial in 2005, the EU pledged to raise its spending on trade related assistance to €2 billion a year by 
2010. The EU Aid for Trade Strategy will help deliver on that pledge and will act on the full set of 
recommendations coming out of the 2006 WTO Aid for Trade Task Force to address trade related 
infrastructure, productive capacities and trade related adjustment. 
 
The EU strategy focuses on the processes which can channel additional resources to the areas covered by 
the WB's Aid-for-Trade Agenda. Therefore, we see multiple opportunities to enhance collaboration 
with the World Bank Group to further draw on our respective comparative advantages; be it in 
supporting the poverty-sensitive integration of the trade agenda into country-level development plans, 
high quality trade needs assessments covering the trade and competitiveness agenda, infrastructure and 
private sector development, or regional integration – all areas where joint efforts by all stakeholders are 
necessary. 
 
In the context of the EU Aid for Trade Strategy, the EU has also undertaken to seek to increase support to 
the wider AFT agenda in a manner which is proportionate to overall ODA increases in ACP countries. 
This will be essential for the successful implementation of Economic Partnership Agreements (EPAs) 
which must benefit from the additional resources that the EU can provide in the framework of the scaling 
up. 
 
VOICE AND PARTICIPATION OF DEVELOPING AND TRANSITION COUNTRIES IN DECISION MAKING AT 
THE WORLD BANK 
 
We note with appreciation that the ongoing reforms on voice and participation are gaining momentum. 
The need for visible and comprehensive reform in the way the World Bank works is essential in order 
to give real influence to the Developing and Transition Countries (DTC). It is not only a part of the 
aid effectiveness agenda, it is also a measure to enhance the relevance, efficiency, legitimacy and 
credibility of the World Bank Group. The EU has been and is still committed to the voice issue in the 
context of its follow-up to the Monterrey Conference on Financing for Development. 
 
The European Commission welcomes the World Bank progress report, which represents a complete 
analysis and evaluation of the variety of options on the voice issue.  We regret, however, that the option 
of creating a third seat for African countries (as mentioned in the progress report for the DC meeting in 
April), is no longer considered in the document. The EC also favours options to strengthen the voice of 

                                                 
1  According to the Doha Database 
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large constituencies, such as appointing more advisors. The EC also supports a substantial increase in 
the share of Basic Votes.  Expanding the use of double majority voting (majority of countries and 
votes) could be considered as well. The economic weight of countries should not be the only 
determinant of voting rights; as a Development-Bank, the World Bank Group has to take into account 
the views of the developing countries in Sub-Saharan Africa which receive 20 percent of WBG resources. 
Considering the EC's role as an important provider of ODA and a large contributor to World Bank-
managed trust funds, the reform process should also provide the occasion to grant the Commission 
observer status at Board meetings. 
 
HEAVY INDEBTED POOR COUNTRIES (HIPC) INITIATIVE AND MRDI  
 
The EC welcomes the progress of the HIPC initiative, but we note with concern that challenges remain, 
especially in three areas. Firstly, the need to broaden participation in the initiative: the Commission 
strongly supports actions to encourage participation in the initiative by bilateral non Paris club creditors 
and commercial creditors, as well as  finding ways to discourage litigation by distressed debt funds.  
Secondly we acknowledge the difficulties faced by the last eligible countries. The countries which are 
still struggling to gain access to the initiative are mostly fragile states, which face enormous challenges. 
In some cases, multilateral arrears clearance is a stumbling block on the way to the decision point; the 
Commission would therefore support discussions to explore options to minimize the cost of arrears 
clearance operations. Finally, in order to achieve the highest possible benefit from the resources freed 
by debt relief and to maintain long term debt sustainability, reciprocal commitments by partner 
countries and the international donor community are needed. Donors must deliver the promised increased 
aid resources and partners must borrow responsibly and follow up on public finance reforms. 
 
GLOBAL PUBLIC GOODS 
 
The European Commission supports the continued role of the World Bank in global public goods as set 
out in the framework document. In particular, the European Commission would like to emphasize the 
importance of tackling climate change and supporting country-led development. It will be important to 
identify and contribute to areas of comparative advantage as well as facilitate synergy among all of the 
affiliates in the World Bank Group. 
 
It is important that the World Bank continues to seek ways to ensure that global funds and partnerships 
respond to the strategic needs expressed in developing countries, particularly in Sub-Saharan Africa. 
But we must avoid a proliferation of vertical funds which very often go against the principle of 
ownership and lead to the balkanisation of development assistance and to inconsistency in the way we are 
delivering it. So we need to be very cautious and systematically assess the value added of vertical funds 
compared to traditional in country assistance. A regional response to increasing the supply of public 
goods presents an opportunity for action that bridges global and national levels. 
 
STRENGHTENING THE WORLD BANK'S ENGAGEMENT WITH IBRD PARTNER COUNTRIES 
 
The EC supports a more differentiated and flexible approach towards Middle Income Countries 
(MICs). Besides FDI and other private flows, MICs still need substantial ODA flows aimed at coping 
with high poverty levels and growing socio-economic inequality. The Community welcomes the new 
strategies and policy priorities of the WB towards emerging markets, focusing on energy, climate change 
and good governance. Simplified and more effective financial instruments are needed and the use of a 
“country system” approach seems a more effective option to consider. Better coordination between the 
IBRD and IFC/MIGA is also needed. On our side, EU external policies and instruments towards MICs 
are being adapted to the evolving environment and new global concerns (e.g. strengthening of the EU 
“Neighbourhood” policy and partnerships with Brazil, Russia, China, and India). Our “policy mix” 
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towards MICs encompasses a wide variety of policies and instruments (trade, cultural, technological 
cooperation, etc). By mobilizing much more than development assistance we can provide “added value” 
and more comprehensive partnership “packages”.  
 


