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Over the last ten months, the three big conferences in Doha, Monterrey, and Johannesburg have 
forged a new global partnership that encompasses trade, development and the environment. Over 
the next ten years our efforts have to concentrate on translating these commitments into action 
and making changes in policies and institutions, both in developing and developed countries, to 
reach the agreed targets and goals.  
 
As an observer to the Development Committee, the European Commission offers some 
reflections on the issues discussed by the Committee from a European perspective. I will 
focus on the Commission and the European Union’s role, and is sues that arise in particular in our 
collaboration with the Bretton Woods Institutions, both in the context of implementing the 
Monterrey Consensus and the HIPC debt reduction initiative. 
 
The European Union today already provides more than half of global aid resources It has 
announced substantial aid increases that will translate into an additional $ 7 billion per year from 
2006 onward. The European Commission manages about 20% of EU aid and defines the 
Community’s development policy. We will now put our zest into implementation. A 
substantial reduction in world poverty as set out in the MDGs plus the additional goals agreed in 
Johannesburg, can be only reached by joint efforts of all partners. The first challenge in 
implementation is therefore reinforcing the partnership with the developing countries and our 
bilateral and international partners.  
 
The Bretton Woods Institutions are important partners  in this endeavour, prime contributors 
to increasing our knowledge on development issues, chief advisors to beneficiary countries on 
their economic and social policies, as well as important channels for resource transfer. Last not 
least they are at the origin of the design of the HIPC initiative and the PRSP approach, both of 
which have received the full support of the European Community and its Member States. 
 
Increasing Development Effectiveness 
 
Effective development requires action by both developed and developing countries, as well 
as by international aid agencies. Developing countries need to have sound policies for poverty 
reduction and sustainable development, along with the commitment and capacity to implement 
them. Developed countries’ role goes beyond aid, to ensuring coherence and promoting ‘win-
wins’ in other areas such as trade policies. In many of these areas the European Union has shown 
leadership by advancing a positive agenda and taking unilateral commitments for more ambitious 
targets than agreed by all, as was demonstrated in Johannesburg. On the more practical point, we 
have to ensure that the resources we have been entrusted for poverty reduction are used and 
disbursed effectively. 
 
Over and above the commitments to aid increases, radical improvements in development 
effectiveness are needed.  These require (a) reducing the transaction costs of aid (b) increasing 
the focus on results and accepting the priority of national accountability for results (c) translation 
of PRSPs into national policies and budgets and aligning of donors to national policies, 
procedures and budgetary schedules and (d) dealing with unsustainable debt situations.  
 



 2

Reducing the transaction cost of aid 
 
The Commission welcomes the call for improving policy coherence and coordination on the 
donor part. For the European Community and its Member States, the European Treaty mandates 
the coordination and consultation on their aid programmes, including in international 
organisations. With a view to further improving aid harmonisation and coordination and to 
extending it to the donor community as a whole, the Commission actively cont ributes to a 
number of pilot initiatives to harmonise donor practices that currently undertaken by 
OECD/DAC, as well as in regional fora. These endeavours should bring about concrete results, 
maybe in the form of a code of conduct for donors. 
 
The use of general budget support as a preferred instrument of aid delivery is increasing. A 
core group of donors including the Commission have made decisive steps to increasing the use 
of budget support through general or sector programmes, thus reducing transaction costs for 
donors and recipient countries alike. 
 

Improving the Focus on Results 
 
It is now accepted that maximizing the poverty impact of aid requires an increased focus on 
results at the donor and country level.  
 
On the donors side "selectivity", i.e. the concentration of aid to good performers is often 
seen as the first step in introducing a results focus. The approach is potentially rewarding, but 
is not without risks. Performance is multidimensional and assessment of the various elements 
and even more their aggregation into a single figure implies a considerable degree of value 
judgement. It is puzzling if a country features at the time in the top performer quintile of the 
Bank and among the 10% most corrupt countries in the world in the Transparency International 
Index. Increased transparency of the ratings as announced by the Bank can help resolve some of 
these puzzles, but we must also ensure an appropriate balance between poverty and 
performance criteria. 
 
Poor countries with good policies deserve our utmost support. However, many poor people 
live in countries with less than satisfactory policy and institutional performance. In those 
cases, “buying” into Government programmes might not translate into poverty reduction. Donors 
have to look for alternative avenues and innovative approaches, as the World Bank has done with 
the new LICUS strategy.  The European Commission welcomes the approach adopted in that 
strategy to give absolute priority to education and health in countries where the relationship 
with governments is difficult, including exploring if required delivery mechanisms for social 
services outside ,government channels. 
 
The Commission, like others, is moving towards performance-based allocations . A system 
has been introduced for allocations to African, Caribbean and Pacific countries under the new 
ACP-EU Partnership Agreement (the Cotonou Agreement). The criteria for allocating resources 
are based on needs, performance and vulnerability. 
 



 3

A performance review is also built into country programmes : In that context the Commission 
is working jointly with the Member States and OECD-DAC with the view to increasing 
coherence and share information on the use of performance indicators in country programmes. 
The Commission proposes to monitor a core set of 10-12 indicators drawn from the MDGs 
across all countries, and more country specific indicators in sectors where the Commission is 
specifically involved.  
 
In the Commission's view the PRSP approach is the main anchor of results orientation and 
an essential part on the roadmap to the MDGs. Countries have defined short and medium 
term indicators in reference to the 2015 MDGs, validated them through participatory processes, 
and strive to include them in national resource allocation processes. It important that donor 
demands do not undermine national processes and that country accountability for results 
should be first to its citizens. Together with others, the EC also supports the strengthening of 
PRS monitoring systems in partner countries. 
 
The results oriented approach to aid should not stop at the agencies own performance. 
However, the World Bank/IMF paper rightly highlights the problems in attributing individual 
agencies’ contributions to development outcomes. Peer reviews are important (e.g. the DAC); 
and we must encourage more feedback from the recipients of our assistance. 
 

The way forward in PRSP support 
 
Changing donor behaviour is particularly urgent in the context of PRSP implementation.  
With many countries about to start PRSP implementation, it is important to better align donor 
support behind PRSP and national processes. Today, consecutive uncoordinated donor 
missions demand excessive time from recipient country administrations, thus wiping out a good 
part of the efficiency gains from budget support. But it is encouraging, that joint frameworks for 
delivering poverty reduction budget support have emerged in a number of countries. Taking this 
one step further, the European Commission, the IMF, the Bank and some bilateral donors have 
agreed to develop the concept of a PRS cycle which should ensure in-country harmonisation of 
donors around national budgetary processes. 
 
The European Commission has also on various occasions suggested to donors and in particular to 
the Bretton Woods Institutions to revisit the need to have separate documents and matrices 
describing the country's policy reform agenda. Such requirements are necessarily bound to 
undermine country ownership and the credibility of the PRS. 
 
Donors and recipients agree that improving the management of public resources is key to 
poverty reduction and donor confidence. An initiative for "Public Expenditure and Financial 
Accountability" (PEFA), was started in late 2001 by the Bank, the Commission and others. It is 
based on the idea of a partnership in which beneficiary countries pursue improvements in this 
area, while the donor community continues to provide financial and technical support in a timely 
manner. The road to be travelled is bound to be bumpy in trying to strike a balance between the 
fiduciary and development objectives. 
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As PRSPs are reviewed and updated, longer-term aspects of sustainable development linked 
to economic development, infrastructure, trade and regional integration deserve more 
attention, in the light of the Doha Development agenda and, in the case of ACP countries, the 
negotiation of Economic Partnership Agreements. Macroeconomic frameworks should also be 
fully integrated in the PRSP process to allow an open debate over the trade-offs between 
higher poverty related expenditure and stabilisation targets (inflation, fiscal deficit etc.) 
Finally, the European Commission believes that country accountability for outcomes cannot 
stay without  implications on conditionality. Poverty reduction budget support by the European 
Commission therefore seeks to emulate the link to results through a variation of the support 
depending on improvements in social sector and public expenditure management measured by a 
limited number of indicators agreed with the Government. 
 

Debt reduction 
 
The European Commission considers that the HIPC initiative, despite fresh calls for reforming it, 
still provides the most effective framework to deal with external debt of poor countries on a 
systematic and comprehensive basis. We welcome the proposal to extend the sunset clause of 
the initiative by two years to end 2004 to allow remaining eligible countries, mostly conflict 
affected or with substantial arrears problems, to join the initiative. 
 
There is, however, a need for more work on the issue of debt sustainability in the light of 
achieving the MDGs as discussed in both Monterrey and Johannesburg. 
 
We also wish to stress that a strong link between HIPC delivery and the PRSPs is to be 
maintained and strengthened. Due to fungibility, tracking of HIPC-related expenditures alone 
does not make sense but has to be extended to include all public expenditure to ensure that HIPC 
savings, as well as fresh aid are effectively used in a poverty-reduction framework. 
 
The European Commission endorses the point that adequate financing of HIPC remains a 
crucial commitment of the international community. The EC alone has pledged more than € 1 
billion for debt relief of which € 754 million have already been released. We remain committed 
to covering, on a fair burden sharing basis, the potential cost of the topping-up caused by the 
global economic downturn and the fall in commodity prices.  
 


