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SCOPE AND CONDITIONS FOR CO-ORDINATION

1. Introduction

The call for co-ordination that is increasingly heard, is based on the theoretical
literature on policy co-ordination which underlines the externalities to be
obtained by it when policies chosen optimally from the country’s viewpoint result
in less than optimal outcomes in a global context [Horne and Masson, 1988: 260].
However, although the theoretical case in favour of policy co-ordination may be
strong, serious obstacles have rendered difficult any agreement on or
implementation of substantive co-ordination in the field of development co-
operation both within and between donor countries. One must also remember that co-
ordination has not been easily agreed upon in other areas either, and where it has
been established has not always been very successfull.

The purpose of co-ordination -- the state of which at present is "lamentable" -- is
to "mitigate the ‘systemic effects’ arising from a multiplicity of donors" [Cassen
et _al., 1986: 229] and to increase aid effectiveness. Its area of application is

rather wide. Co-ordination can take place within donor countries, with respect to
their development assistance policy and other policies and measures which may
impinge on the former; as well as among donor countries. The need for co-ordination
also arises during the phase of implementing development assistance policies
(either co-ordinate or not in the sense given to the term above) with respect to a
variety of governmental and non-governmental actors operating in each receiving
country. Clearly, improved co-ordination could lead to the streamlining of
procedures, hence substantially reducing the administrative burden on recipient
governments. This would most benefit those less developed countries (LDCs) "of
slender administrative means" [Cassen et al., 1986: 231)] which are usually also the
poorest. Since these include most of the ACP countries of the Lomé Convention,
better Community co-ordination should prove a great help to them.

For the members of the Buropean Union? (EU) the need for co-ordination is the
result of a numbers of causes. (a) There has been an increase of experience with
the multiplicity of development policies employed both at the national and the
Community 1level. (b) The interdependence between these development policies and
many other policies pursued by both member countries and EU has been more clearly
perceived. (c) Most importantly, probably, has been the growing perception that
development assistance funds cannot be expected to expand any further because of
donor countries’ financial difficulties; growing public resistance to aid; re-
assessment of the contribution of aid to development; and growing financial
commitments to Eastern European countries®. As a result, EU policies towards the

The conclusion that emerges from empirical studies "is clearly that gains from coordination are small*® [Horne and Masson, 1988:
285} .

In its broadest sense, international co-operation can take many different forms, including the exchange of information among
countries, policy co-ordination and the adoption of rules governing the operation in guestion. The exchange of information
represents the simplest form of co-operation and the one that imposes the least constraint on national policy making. It can,
however, be useful "for identifying problems of unsustainable domestic policies and incompatibility of national objectives and
policies in an international forum™, i.e. *unsustainable in the future... and incompatible from a global perspective®. In some
¢circumstances co-operation must move to a further stage, namely the adjustment of policy goals in each country to make them
internationally consistent and compatible. At this stage the problem is, however, the lack of clarity which often exists with
respect to determining the appropriate policy to adopt. Finally, the cost of co-ordination tends to rise with the number of
participants [Horne and Masson, 1988: 261-5, 275, 284).

European Union refers also to the earlier Buropean Community (EC).

There is an attempt under way to include the aid provided to former socialist countries under ODA. This will make it more
difficult to detect aid diversion because as long as any reduction in aid to LDCs is balanced by increased aid to the East the
total ODA figures will not be affected. Purthermore, Western European firms are encouraged to move production to Bastern and
Central Burope where according to G. Rexrodt, Germany’'s economics minister, they should be producing 20 per cent of their output
by the end of the decade [IHT., 1993}).




Third World are changing rapidly®. At the same time, fragmentation of European aid
cannot but undermine the bargaining position of the EU in its negotiations with
LDCs and, more importantly, with international agencies.

2. Levels of co-ordination and agents to be co-ordinate

The co-ordination of bilateral assistance entails various levels and different
agents within each level. The following classification is meant to address the
objectives served by whatever type of co-ordination rather than the typology of the
latter.

(1)

(ii)

(iii)

Within each donor country co-ordination may take place

(a) with other ministries and governmental agencies, NGOs, and the private
sector. This need is well illustrated by the notion of ‘country concepts’
adopted in Germany and based on a 1990 study by the Scientific Advisory
Board on behalf of the Ministry for Economic Co-operation. The objective is
to enhance the effectiveness of German assistance by overcoming "the
tendency whereby organizations involved in German development aid have
worked on solutions in isolation from one another" [Sand and Mohs, 1992: 4];

(b) with multilateral assistance agencies; and
(c) with other agents relevant for its implementation.

Co-ordination is also possible among donor countries, namely through
meetings

(a} among their government aid agencies with respect to both bilateral and
multilateral aid policies®; and

{b) among these agencies and the commercial actors (see the Helsinki
Arrangement below) .

Then there is the co-ordination with receiving countries, namely with

(a) governments, which might have to be either strengthened or built anew;
and

(b) other actors relevant for the implementation of development assistance.

Although the need of co-ordination with recipient countries is widely
recognised, the difficult problem is to agree on the criteria for deciding
whether or not to deal with a certain government, and an even harder one is
to agree what to do when no government exists. Furthermore, to improve co-
ordination with receiving countries and international aid agencies it is
necessary on the basis of the experience so far obtained to clarify the role
of the EU Delegate and the relationship with the UNDP Resident
Representative.

And not only the EC development policies. "Important shifts in the orientation of the aid effort have occurred in the 1880s* and
"a number of donors have already begun te reformulate their thinking about aid in broader strategic terms”, including The
Netherlands with the 1990 A World of Difference, followed in Autumn 1593 by Rumanitarian Aid Between Conflicts and Development.
On the reformulation of bilateral development co-operation, the need to "grappie with macroeconomic, Structural, and a Jjustment
issues” and to bring "traditional project and technical assistance approaches... into line with the new system-oriented
objeftives' has made a great impact, hence the shift of large donors from project to sector and programme support [OECD, 19%2:
48-9) .

Whereas *until fairly recently, the country distribution of bilateral aid has been largely driven by the commercial interests of
donor countries... multilateral EC aid seems to have been distributed since the start on the basis of criteria substantially
different from those guiding bilateral aid* {Grilli and Riess, 1992: 214].
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(iv) Co-ordination can also take place either

(a) at the regional level, i.e. at the EU level and mostly in relation to
EU’s own development aid programme (see section 8 below); or

(b) at the global level, i.e. between individual donors or groups of donors,
such as the EU, and international agencies, in other words the co-ordination
of ODA and non-concessional flows;

Finally, there is the much neglected aspect of co-ordination with the relevant
agents, and again particularly with the NGOs, at different stages of each project
or programme, such as preparation, monitoring, and evaluation.

With respect to EU countries, co-ordination requires alsoc the creation of an
overall framework which establishes what is done by whom, i.e. the respective
competences and responsibilities of the Community and member states in the field of
development assistance. The framework rests on two different but interconnected
principles, subsidiarity and complementarity. The subsidiarity principle regulates
the relationship between the Community and the member states by establishing that
the first can act "only if and in so far as the objectives of the proposed action
cannot be sufficiently achieved by the Member States and can therefore... be better
achieved by the Community" [Maastricht, art. 3B]. The subsidiarity principle also
represents a protection of national policies against the danger of an undesirable
expansion of the supranational ones. A danger which is not very real in this field
since "there is no subsidiarity in EC aid policy" [Lords, 1993a: 55]. Therefore, as
long as there are no rules of subsidiarity, no clear guidelines can be established
for the role of Community aid via-3-vis the bilateral aid of the member countries,
which are certainly not disposed to give it up (Greenaway and Morrissey in [Lords,
18353a: 46].

Having established how to define competence between the Community and the member
states, the Maastricht Treaty establishes that they also share this competence in
the field of development co-operation, hence the role of complementarity
[Maastricht, art. 130U] [Council, 1992: para. 19]%. Since such complementarity is
judged "a fiction at present" [Lords, 1993: 16] to create it will require an
agreement on criteria for the distribution of projects and programmes between EU
and the members states. This is also necessary to avoid the current competition for

scarcer I‘ESOUI_‘CES7 .

Various alternative divisions of responsibility, or tasks, have been proposed. One
is that the Community, given its legal competence in trade matters, should deal
with all areas of aid closest to trade. Another is that the EU should be
responsible for aid to areas of particular political sensitivity, to regional
economic development, and if so, to be effective, the funds required have to reach
a large critical mass. A third possibility is that EU should concentrate on inter-
alia co-ordination, policy dialogue, structural adjustment (with or without its own
structural adjustment programmes), disaster relief and early warning systems. It
could take a strategic role, rather than acting simply as a ‘13th donor’.
Alternatively, the Commission, or some EU institution, could facilitate agreement
on common targets, co-ordinate bilateral aid policies, harmonise procedures,
establish common rules and guarantee parliamentary control of aid policies at all
levels [Lords, 1993: 10-11, 154 and 159-60]. There are those, however, who doubt
the effectiveness of Community aid, given its %lack of analytical capacities,

In another interpretation subsidiarity applies mainly to areas for which the Community has legal competence, whereas
complementarity rules in those areas where the Community shares competence with the member states.

One cannot, however, exclude that some co-ordination might spontaneocusly result from the need to cope with pressing problems,
without any formal agreement on the criteria to be employed.
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internal inconsistencies in competences, and slow implementation® (Langhammer in
[Lords, 1993: 158]).

It has also been suggested that "once the objectives and outlines in a specific
area of development policy have been agreed upon", operational co-ordination® at
the field or ground level appears easier. This is particularly true if the EU
Delegation is given the leading role, and hence it should be here that the overall
process of co-ordination starts [NAR, 1993: 7). Yet, not only "the role of the
recipient country is crucial® for field co-ordination to work [Cassen et al., 1986:
227], but experience shows that the problem of donor co-ordination is "serious and
is likely to prove much more intractable than is commonly realized"® [Whittington
and Calhoun, 1988: 295]. Furthermore, the setting of common targets is a most
demanding task that requires a continuous process of dialogue between member states
and the Community; binding commitment; and, possibly, a 3judiciary check of
compliance (Langhammer in [Lords, 1993: 159]). More importantly, it requires a
common understanding of development strategy and policy, because "differences may
be real, where technical approaches rest on differing assessments of problems and
responses” [Cassen et al., 1986, 231)]. Moreover, if development co-operation is
seen as part of foreign policy -- as even the Dutch government admits in the
recently released A World in Conflict [DGIS, 1993a) -- the difficulties surrounding
the creation of a common foreign policy -- the discord on the Balkans and the
scramble to get (or to cling to) a permanent seat on the UN Security Council being
only the most glaring recent examples of how hollow the claim to a common EU policy
is -- are bound to further complicate the co-ordination of the aid policies of
member states.

At any rate, the specific areas suggested by the Council of May 1993 for enhancing
co-ordination are those of health, food security, and education and training, areas
that the Dutch NAR considers “broad, and by definition rather vague", hence its
proposal to replace them by some "more specific... new areas of action". The
alternatives that were put forwards are energy policy in Sub-Saharan Africa, the
support for economic integration, and the tackling of certain environmental
problems, the advantages of which are their being relatively new, transcending
national borders, and their being presently free of donor interests [NAR, 1993: 8].
The Commission itself had proposed five priority areas for the co-ordination of
development policies between the EU and its member states: the three which were
adopted by the Council plus the campaign against poverty, and external financing
and debt issues [Commission, 1993al. In its meeting of December 3, 15993, the
Council clarified the position of the EU with regard to poverty alleviation. It is
now clear that this is a basic objective and that projects and programmes in the
three sectors have to contribute towards attaining this objective [Commission,
1993b].

Meanwhile, the article opening the section on ‘Development cooperation’ of the
Maastricht Treaty, namely art. 130U, emphasises that "aid from the EC, implicitly
including bilateral aid from Member States, should be development-oriented”.
Presently, the attainment of this objective is made difficult by members states
using their bilateral aid in a competitive manner, notably through tying as well as
imposing their self-interests on EU aid policy; and by the absence of "principles
to avoid aid diversion and ensure aid creation to meet demand®. Given this
situation, the achievement of development-oriented aid could be made easier by

In EC jargon ‘operational co-ordination’ refers to what here has been called ‘vertical co-ordination’ and includes mainly
sectoral and country co-ordination [Council, 1992: 23{a) and (b)}.

° Of the various reasons offered for the donors’ reluctance to undertake meaningful aid co-ordination most relevant seem two
interrelated considerations. Firstly, "co-ordination can be costly in administrative time and expense” [Cassen et al., 1986:
230) [World Bank, 1984: 43), and secondly it is rarely rewarded in terms of professional evaluation and promotion since "donor
bureaucracies are not structured to promote aid co-ordination...land) there are few incentives to individuals within donor
bureaucracies to work with other donors* [wWhittington and Calhoun, 1988: 303).
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transferring to the EU greater control over the aid allocations by members states
(Greeenaway and Morrissey in [Lords, 1993a: 55-6]).

Yet, such an arrangement reguires even more an adequate co-ordination of
development co-operation’s objectives. Not only sharing objectives is difficult to
achieve, but once put into motion the process of selecting acceptable objectives
most surely would entail a revision of some of the notions which presently
underline development policies both at the national and at the Community level -- a
point to which section 6 is dedicated. That the member states converge over the
objectives of development policy is necessary even in case one would dare to
consider another radical approach to co-ordination, namely the proposal to
concentrate financial resources at the EU level and having the member states
compete for obtaining then as implementing agencies.

Therefore, it seems that although co-ordination has been originally introduced as a
simple measure for enhancing the available resources and providing more flexibility
to member countries experiencing economic difficulties, it entails very complex
issues and many different possibilities, unless it is meant to go no further than a
mere exchange of information and the establishment of common data bases.

3. Co-ordination and development

The potential impact of co-ordination on development assistance cannot be assessed
without some preliminary considerations relative to its evolution. The original
concept of filling the gap between available capital and investment potential has
gradually turned into an activity that involves income distribution (hence giving a
higher priority to poverty reduction over mere income growth), human rights,
democracy, the greater participation of women and distribution of food. Such goals
are clearly either difficult to implement from the outside, i.e. by external
actors, or imply such major involvement that accusations of neo-colonialism become
unavoidable. Even when it is acceptable, due to the expected positive long-term
effects, such involvement is considered too expensive and dangerous by the donor
countries. Moreover, given the present trend toward a freezing or reduction of aid
budgets in developed countries?®, the financing of this type of involvement tends
necessarily to reduce the funds available for more traditional assistance. But if
“this shift in emphasis makes the design of aid programmes more complex", it also
"increases the need for coordination of donor activities" [Chenery, 1987: 400].

In fact, the 1980s have not been a very favourable decade for foreign aid. Firstly,
the importance of its contribution to development has been questioned both at the
micro- or project-level and at the macro-economic levelll, and since its worst

e For an assessment of expected changes in donor countries’ contributions, see ICVA et al. {1993: viii-ix); while for EU’'s aid to
Sub-Saharan Africa, see [Riddell, 1992: 66-77].

*...there appears to be no statistically significant correlation in any post-war period, either positive or negative, between
inflows of development aid and the growth rate of GNP in developing countries when other causal influences on growth are taken
into account® {Mosley, 1987: 138). The author alsoc offers an exhaustive explanation of the more positive views held by some
international agencies and others who maintain that *in the broadest sense...most aid does indeed ‘work’®, although *there is a
substantial fraction of aid which does not work” and *inter-country statistical analyses do not show anything conclusive --
positive or negative -- about the impact of aid on growth” {[Cassen et al., 1986: 11 and 33). For Riddel] the mine thousand case
studies of official aid carried out by donors since 1970 are not sufficient to reach any firm conclusion, except that, firstly,
"there is nothing automatic about the link between aid and development”, and, secondly, "aid is by no means the necessary oY
even the crucial ingredient for development® [Riddell, 1%87: 185 and 267} . Moreover, African analysts have argued *that from a
macro-economic point of view the aid they have received has had little to no impact” [Riddell, 1992: 63].

As for the alleviation of poverty, the help that *the poor and destitute get from aid is largely adventious rather than the
consequence of rational action to that end by the donors". Hence, the conclusion that "stripped to its bare essentials, then,
the case for development aid is that it increases growth rates in some developing countries, improves the living standards of
some poor people... That is all. It is beyond doubt that some advocates of aid, with their hearts very much in the right place,
have claimed more for aid than it was actually delivering” [Mosley. 1987: 181 and 234}. See also [Riddel, 1887) and the
“Introduction® and ‘Part 3’ of the volume edited by Jepma, which also includes a contribution by Cassen [Jepma, 1988al.
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performance has been registered in Africa'?, it is difficult to avoid the
conclusion that aid works least where development is most needed. Secondly, the end
of the Cold War has stripped it of the political justification which presided over
its original conception. Finally, the economic difficulties of the traditional
donor countries in the last few years have further contributed to the erosion of
the popularity of international co-operation, although its main problem remains the
weakening of its rationale. Even the moral justification for aid!3, as indirectly
measured by the proliferation of NGOs and their activities in favour of the Third
World and by widespread public backing, has started to be affected by the changing
international climate and the growing difficulties faced by donor countries?.

Hence, effective donor co-ordination may help to enhance development assistance
when budget deficits and fiscal austerity make it difficult to channel more public
resources into foreign aid. Furthermore, the private sector must get involved.
Ways, means and procedures to do so must be designed together with the necessary
co-ordination with the public intervention at the national as well as the Community
level. Yet, it must be recognised -- as does Mr. D. Pooley, DG-VIII Acting
Director-General -- that until now "compromise rather than co-ordination was the
keynote of Council activities" [Lords, 1993: 33-34].

Meanwhile the position of LDCs has also evolved. Whereas their diversification and
differentiation have grown, so much so that several of them have become
industrialised and are ready to enter OECD, poverty and deprivation have also
increased, hence most of the African continent is worse off than it was twenty
years ago. Nor has their capacity improved to absorb foreign assistance, and
particularly technical assistance. Since the latter is essential to the promotion
of self-reliance in recipient countries, their capability to make use of it must be
strengthened. Donor co-ordination may effectively contribute to the crucial task of
strengthening receiving countries’ capability?®.

Furthermcre, most of the former socialist countries are now reguesting
international assistance and their number and size are greater than those of the
LDCs that have overcome the need for aid.

4. Convergence of the objectives of development co-operation

Clearly, the possibility of co-ordinating donor countries’ assistance policies is
largely a function of the convergence of their objectives: the more diverse these
objectives, the more difficult the co-ordination.

Aside from general objectives such as the development and consolidation of
democracy and the respect of human rights, the specific objectives for the EU’s own
development co-operation include the pursuit in the Third World of sustainable
economic and social development; the eradication of poverty and integration into
the world economy [Maastricht, art. 139U (1)].

Widely recognized is the fact that aid has been "far more effective in Asia than in Africa, both in macro and in rate-of-return
terms* [Mosley, 1097: 234-5]. It is in "Africa, where it [aid) works relatively less well* and it is particularly Sub-Saharan
Africa where there "has been the most intractable environment for development generally, and therefore for aid* [Cassen et al.,
1986: 295 and 14). At the micro-level, for crop/area development projects °"the overall success rate is §2 per cent, but far
worse in Africa, with over half the projects in east Africa deemed a failure". For livestock projects the World Bank states that
they *have continued to perform less than well, fully 52 per cent being ‘unsatisfactory’* [Riddell, 1987: 236).

23 Exhaustively dissected in Riddell [1987: Part I}.

Opinion surveys have shown that in the 12 major donor countries support for development assistance has ranged between 70 and 85
per cent. However, more recently, declining support for current volumes of aid has been recorded in the four Nordic countries
where the moral element has always been assumed to be strongest. Opinion surveys also revealed the high degree of ignorance
about relationships with LDCs and levels of aid which prevailed in the main donor countries [ICVA et al., 1993: xiij).

On the topic of capacity building in Africa, see the study recently issued by ECDPM [Bossuyt et al., 1892) and {Berg, 1593).
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As for co-ordination between the Commission and the member countries the 1992
Council Declaration recommends the sectoral level where co-ordination should be
further expanded and explains that it should take "on a more systematic basis"
[Council, 1992: para. 23 (a)]. The Declaration also "recognises the linkage between
development co-operation policy and other Community policies" [Council, 1992: para.
277 .

Important obstacles to co-ordination are diverging tied aid and conditionality. Not
only tied aid -- also referred to as ‘'‘value for money’ -- reduces the value of aid
by raising the cost of obtaining goods and services, but different types and levels
of aid tying create trade distortions and unhealthy competition among donorsi®.
Aside from this formal tying, the commercialisation of aid is boosted by the type
of project supported -- large-scale economic infrastructure generating more
commercial gains for donor countries than aid to human resources development --
while mixed credits further donors’ exports.

Then there is conditionality -- the explicit 1link between the provision of
financial assistance and a given policy or behaviour on the part of the recipient
government -- which characterizes various bilateral development programmes and the

content of which has gradually expanded!’ to include conditions beyond individual
projects and programmes, focusing increasingly on macro economic problems,
environmental issues and ‘good governance’, the latter variously defined to include
democracy, open and accountable government, and respect for human rights (Council

Resolution of 28 November 1991). This so-called political conditionality -- i.e.
the linking of development aid to demands concerning democracy and human rights in
recipient countries -- often has to compete, however, with the other and more

mundane goals of donor governments, which tend to prevail over their better
intentions. Moreover, given the difficulty of arriving at a uniform and widely
accepted definition of ‘good governance’!®, the implementation of political
conditionality has taken place in an inconsistent and often contradictory manner,
causing resentment in the LDCs, because it impinges on their sovereignty?®, while
revealing incoherence and inconsistency among the donor countries?©.

Equally complex, and not less resented, is the implementation of environmental
conditionality.

Clearly, both the multiplication of demands attached to aid and their differences
must be reduced not only if co-ordination is to be enhanced [NAR, 1993: 8-9], but
also if aid effectiveness is to be maintained [Hewitt and Killick, 1993]. In other

“Tying is increasingly justified as defensive or retaliatory with regard to other donors™ (Jepma, 1991: 52). Out of the twenty
DAC donors, only five report more than half of their bilateral aid as untied, with Australia having more than 90 per cent of its
bilateral aid sourced in its market. Several donor countries have declared that they intend to increase the level of
commercialisation of their bilateral aid programmes {ICVA et al., 1993: x].

7 "Evidence from the NGOs and ODI [the London based Overseas Development Institute] suggested that political conditionmality in BC

aid was increasing” [Lords, 1993: 11)}. It is because of political conditionality that the EU has suspended aid to Haiti, Sudan,
2aire and Zambia and has been instrumental in the donors’ decision to suspend aid to Kenya and Malawi. Although the Vienna
Conference on Human Rights has affirmed the principle of universality of human rights, the making of aid conditional to their
being respected is strongly resented by receiving countries, also because of the lack of uniformity in the application of this
conditionality.

b Good governance is largely agreed to involve the fcllowing elements: democracy, i.e. freedom of expression, political pluralism,

broad participation in the development process, and respect for human rights and the rule of law; sound economic policies, i.e.
restructuring towards a market economy, large participation of the private initiative, integration in the world market and
avoidance of excessive military expenditure; and anti-corruption campaigns and greater financial accountability.

b The right of the international community to intervene in the domestic affairs of single states is based on an agreement on basic

human rights which, from LDCs’ point of view, is less than universally accepted. Purthermore, the parameters of such
intervention are defined by the donor contrives which also carry out, or closely control, its implementation.

Although linking development aid and human rights was first established by the US in 1975, followed by The Netherlands in 1879,
its implementation was complicated by the Cold War logic. The end of the Cold War is making political conditicnality the corner-
stone of the donors’ relationship with the recipient countries and of the ‘new internatiomal order’. Yet, mpeither
authoritarianism nor the democracy presently growing in many LDCs will "necessarily help in promoting a strong, developmental
state* [S¢rensen, 1993: 30}.

An interesting aspect of political conditionality is that its use may also force the donor countries to consider ‘moralising
their own foreign policy’ [Uvin, 1993).

2¢ When The Netherlands and Canada interrupted aid to Indonesia because of human rights violations in East Timor, other donors were

happy to take their place in that country.




words, the consistency and feasibility of the objective is of paramount importance.

Besides, if co-ordination may help to make conditionality more effective -- which
from the view point of recipient countries represents a danger, as also argued
under 5. below -- it may also provide an opportunity for a substantial untying of
aid.

The process of convergence is, however, made more difficult by the accepted notion,
at the country level as well as at the Community level, that "development policy is
and must continue to be an integral part of... external relations policy" [Council,
1592: para. 16]. Since the latter objective has not yet been reached, and may still
elude the EU for some time, as will also be delayed the convergence of development
policies?®!, which implies a shift to EU central management of most development co-
operation.

This is exactly the objective of the Commission (see its ‘Development Cooperation
Policy in the run-up to 2000’). The implication -- for some the risk -- is that
designing a global EU development policy for all LDCs may create another occasion
for a fundamental rethinking of the basic framework and principles of the Lomé
Convention, starting at its planned mid-term review??. Whereas the symptoms of
Lomé’s malfunctioning are more evident, the challenges and priorities created by
the emerging post-Cold War order are rendering it increasingly outmoded. At the
same time, the suggestion that the Community should now pursue a global development
policy is highly questionable not only because of the incredible diversity that
characterises the Third World, but also on the basis of the argument developed
under section 6 below.

5. Some problems of co-ordination

Although the stated aim of co-ordination is to increase aid effectiveness, this may
not necessarily be the result. Co-ordination will reduce or eliminate the problems
created by differences in either procedures or objectives -- see section 4 above --
only if a harmonisation of aid policies, or some aspects of them, is achieved.
Harmonisation, however, may occur either around the lower or the higher level of
the measures harmonised. Hence, it may also contribute to raise the extent to which
development co-operation is tied??® and conditioned. This aspect is considered in
the following three cases.

1. In recent years The Netherlands has made increasingly extensive use of
conditionality, mostly in relation to poverty alleviation. This trend has been even
stronger at the level of project-assistance, which now has to pass three tests:
poverty alleviation, the ‘autonomy’ of women, and environmental impact.
Furthermore, the choice of countries for which The Netherlands is going to co-
operate with World Bank-IMF adjustment programmes is influenced by the Dutch
government’s perception of these countries’ record on poverty [Hewitt and Killick,
1952: 17-6]. If these standards were to be accepted by the other members of the EU,
the consequences would certainly be noticeable, although the impact on poverty
alleviation would remain guestionable. However, since by concentrating aid to the
poorest, and smallest countries, donors can expect very little net trade creation,
even if their aid remains tied [Morrissey, 1992: 10], the chances for such

n The Acting Director-General of DG-VIII, Mr. P. Pooley, admitted that "there was not a common policy and indeed there was no

short-term prospect of achieving one" [Lords, 1993: 33).

However, the Commission‘s Vice-President Marin has expressed the intention to use the mid-term review to try to "adapt the
Conventicn to the changing times and mentalities” and "to re-examine a number of internal mechanisms of the Convention" (Memo to
the Heads of delegations in the ACP countries and the Heads of Unit of DG-VIII, October 23 1992, and Letter to the President and
the Members of the Eurcpean Parliament Development Committee, March 17 1953).

# According to the Commission estimates, in 1991 58 per cent of member states’ bilateral aid to LDCs remained tied to procurement

within either the donor country or a restrictive number of countries [Lords, 1993a: Minutes... 3]
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harmonisation are not going to be high, and consequently there will be resistance
to co-ordination.

The use of conditionality by the EU has been limited so far, but EU’s growing
support for World Bank-IMF adjustment programmes has forced it to accept the
latter’s conditicnality. Furthermore, it must be stressed that the co-ordination of
conditionality requires extra resources, since the effectiveness of the conditions
imposed is also a function of the donors knowing better than the recipient country
what is good for it. Hence the need for more and better information and larger
staff, particularly in the case of projects. At the same time, the more intrusive
conditionality becomes, the larger the risk that its implementation will be
resisted [Hewitt and Killick, 1992: 41-42].

Meanwhile "optimal mechanisms for achieving conditionality co-ordination have yet
to be evolved". So far neither the Consultative Groups nor the EU Delegates based
in aid receiving countries have really been able, albeit for different reasons, to
perform this function [Hewitt and Killick, 1992: 41].

2. One attempt at co-ordinating donors’ interventions in the Third World
and reducing conditionality differences is the Helsinki Arrangement reached on
November 1991 concerning mixed credit. This is "a form of aid in which the donor
offers a subsidy to one of its companies seeking a contract in an LDC" and is
similar also to low-concessional aid [Morrissey, 1992: 17-18).

Mixed credits are a subsidy, in grant form, of up to 35 per cent of the value of a
contract -- 50 per cent in case the contract concerns the poorest LDCs -- with the
remainder of this value financed by a commercial loan and occasionally even by
bilateral aid. Mixed credits are granted only to countries with export guarantee
cover and although they are counted as ODA, the projects they finance generally do
not have to respect the same standards applied to those under aid programmes.

So far most of the large investment projects mounted in the Third World with the
support of developed countries represent complex financial operations with mixed
credit tied to donor domestic supplies. This indirect financing of domestic exports
has been closely related to the economic conditions prevailing in donor economies,
rather than to LDCs’ developmental needs. Moreover, mixed credits cannot be
considered to increase welfare, but they do raise firms’ potential profits and
hence encourage rent-seeking. Besides they tend to go to the relatively richer LDCs
and are dominated by large-scale, capital-intensive projects [Morrissey, 1992: 20].

As such, these operations have always met the resentment of the more liberal
oriented countries and agencies which have tried for a long time to put an end to
this practice which negatively affects international competition. Formally, the
discussion of this problem has taken place within the OECD framework, where the
abolition of subsidies to export credit has been championed by the USA, with the
support of Canada, Australia, UK and The Netherlands, against the staunch
resistance of the other European countries and Japan.

After lengthy discussions, which even reached the G-7 level, an agreement was
concluded at Helsinki in Octocber 1991, with the approval of the EU Commission.

Since the agreement only came into force at the beginning of 1992 and is being
implemented gradually, uncertainties remain with respect to its operation and to
its eventual impact on the financial flows directed to the Third World. Following
are the main worries concerning the Arrangement.

Firstly, although the stated aim of the Arrangement is to avoid the use of
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BOX 1

The main features of the Helsinki ‘Arrangement .on Guidelines for Officially
Supported Export Credits’, or 'Helsinki Package’, are : . -

{i) elimination of mixed credits and tied aid for commercial operations
with the more advanced LDCs and the Eastern European countries,.and the
promise to consider by 1993 their abolition in“all other cases. Except
in the case of least developed countries, mixed credits and tied aid
should only be wused for projects ‘unable to attract ‘commercial
financing. The ‘commercial viability’ of a project ‘i8' considered absent
when {a) the internal rate of return is negative; ‘and. {b) -commercial
loans are not available; .

{i1) abelition of tied development credité'to LDCs having a per capita
income above 2,465 dollars; T - SR

(iii) creation 'of ‘a <Consultation = Group, -“open -to .:all parties “to ‘the
Arrangement, for mutually appraising the commercial viability -of all
financing projects above SDR 50 million, ‘Once considered commercially
viable, the concessionary financing -of the project. is .no -longer
admissible, unless the over-riding non-trade related national interest
is communicated to the OECD Secretary General. But then any wother
country can match the offer. Once the proposal has been ‘found
‘commercially viable’ no party can provide aid credit; and, finally,

(iv) keeping outside the Arrangement all extremely favourable loans, namely
those with a concessionality level of 80 per cent or more, or those
with a concessionality level lower than 35 per cent, .as they are not
considered as CDA.

development co-operation for commercial purposes, particularly to avoid unfair
competition, the fact that the Consultation Group has been established outside the
existing Working Party on Financial Aspects of Development Assistance (Working
Party) of the DAC may signal a further commercialisation of development co-
operation. This apprehension may be cleared once the criteria for the appraisal of
tied aid financing of large projects have been fully established and their
application is regularised.

Secondly, it is feared that the Arrangement may encourage donors to resort more to
loans with very favourable concessional levels, but mainly directed to the richest
LDCs which, in principle, need them less. The same result can, however, also obtain
for those loans falling between 80 and 35 per cent concessionality, since the
difference must be provided by the receiving countries and only the more advanced
among them are able to do so.

Thirdly, what are not yet clear are the possible effects of the Helsinki
Arrangement on the balance of payments of the LDCs concerned. Whereas in principle
all parties are against aid credits which cause trade distortions -- incidentally
the balance of payments effect would be highest if all tied aid were abolished --
in practice no country is willing to forgo the promotion of exports. Hence, the
mutual control generated by the Arrangement may also contribute to maintaining the
practice of tied aid.

Finally, there exists the risk that by curtailing the possibility of subsidising
domestic exports, assistance funds may be reduced too. However, very preliminary
statistics available to the Consultation Group -- and till now the Consultation
Group has reviewed only a few hundred cases -- seem to indicate that so far there
are no signs of such an adverse effect. However, an evaluation of the Arrangement
is being prepared by the OECD Secretariat.
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The Consultation Group is engaged in the process of clarifying some of the basic
principles contained in the Helsinki package, such as ‘commercial viability’,
‘appropriate prices determined on market principles’, ‘substantial support’, and
‘break-even’ and ‘risk-based’ premia. The clarification of the latter is very
important because the policies for setting premia can cause trade distortions. Also
not yet well defined is the ‘developmental relevance’ of the proposals (even though
such a relevance is easily assumed in practically all cases) given the difficulty
of proving the existence of any developmental effect. As for commercial viability,
it is difficult to agree on what constitutes a project, what set of prices to use,
the length of the period to consider, and, of course, the interest rate assumed.

In order to facilitate the implementation of the Helsinki Arrangement, the Working
Party -- which is busy finding possible policy options for progressively reducing
the use of tied aid -- and the 'Trade Committee’ are working in close co-operation
with the Consultation Group, particularly for what concerns the methodology to be
used and the comparability of the material presented by countries in respect of the
proposals under the Group’s consideration. Agreement has already been reached that
for tied aid financing of large projects mutual appraisal should take place some
time between the completion of the feasibility study and the prior notification of
the intention to make a tied aid credit commitment, and normally before detailed
design work is done. Furthermore, where clarification is sought about possible
trade motivation for a tied aid credit. Aid Quality Assessment is to be provided.
To facilitate the exchange of views and information in preparation for discussions
of development quality the DAC Secretariat has set up a network of Contact Points
in all capitals. The network’s function is to ascertain whether or not there are
objections to large projects, while disseminating information about the smaller
ones.

3. As for aid tying, the hope is that co-ordination may bring a shift
from national tying to Community tying, i.e. allowing LDCs to buy from the cheapest
Community source, thus perhaps increasing the value of that aid. Calculations based
on the reascnable assumption of 15 per cent "as an approximate average of direct
tying costs" show that for a selected number of LDCs receiving aid from eight EU
donors these yearly costs add up to some 1 billion ecus. Considering that indirect
costs are not insignificant, though difficult to gquantify, the figure seems a
rather conservative one [Jepma, 1992: 58-60] [Jepma, 1988: 803-4] 2%, vYet,
although EU tying will help provide more and better standardised products and
services, it still remains self-perpetuating [Morrissey, 1892: 9] and, equally, it
tends to hamper regional integration among the receiving countries. There are,
however, two other considerations. The first one is connected to the regulation of
public procurement: if such a regulation means that "member states cannot tie aid
contracts to domestic firms, the logical implication is that bilateral aid cannot
be tied to firms, but EC aid can be tied to EC firms", with the further
implications that tied aid becomes "the province of the EC" which "should be
responsible for all project aid" and for contributions to multilateral agencies,
with a clear improvement of projects’ co-ordination. Secondly, "if only EC-wide
tying were permitted, many states would reduce the amount of aid allocated for this
purpose. Consequently, the use of tied aid in the EC would decline and other donors
would be encouraged to untie"”. In this manner some guidelines for subsidiarity in
EU policy seem to emerge (Greenaway and Morrissey in [Lords, 1993a: 55]. There
remains, however, the problem of reducing the potential conflict between
conditional lending, notably structural adjustment related loans, and tied
bilateral aid [Morrissey and White, 1994: 15); another difficult, though necessary,
co-ordination task.

2 N . . .
* According to this author *an average of 15 to 30 per cent still seems to be the best aggregate estimate of direct excess costs

of tied aid”. Yet, he cautiously adds that "since there is no clear link between the development impact of aid and its tying,
one camnot, a priori, conclude that tied aid, whether or not procured on competitive terms, is necessarily worse for the
recipient than untied aid* {Jepma, 159%1: 15-6).
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Finally, to assess whether co-ordination is both useful and feasible also requires
that the role of foreign aid be tackled.

6. Role of foreign aid

Why then foreign aid? And what is more, is there any need to co-ordinate at the
regional 1level policies which are increasingly marginalised in the national
context? In any case, a suitable answer to the question of whether co-ordination is
necessary at all cannot be discussed without first rethinking both the rationale
for aid as well as its adequacy and qguality. Considering the changes brought about
foreign policy objectives by the end of the Cold War, it is impossible to expect
that aid objectives are not equally affected [OECD, 1990].

Considering the changes indicated above under section 1, the development assistance
given by the Community and its member states would seem best concentrated on the
following objectives:

(1)

(ii)

alleviation of poverty and provision of basic needs to the poorest parts of
the Third World. This objective can be best achieved if the donor countries
concerned do indeed co-operate closely. This would help avoid duplication of
efforts and would eliminate suggestions that natiocnal interest guides what
should be a humanitarian activity. Presently, however, less than 7 per cent,
or about $4 billion, of total bilateral aid is spent on human priority areas
[UNDP, 1952: 7] and there is mounting "evidence from NGOs that the share of
shrinking aid budgets devoted to poverty reduction is also declining® [ICVA
gt al., 1993: ix and xi]. In general, development assistance "today lacks a
clear focus on poverty" and "it is unlikely that ODA has in any significant
way benefitted the poor via a trickle-down of economic growth" [Kaul, 1993:
17] . The achievement of this objective, to which the participation of NGOs
may result very useful, requires also the elimination of the present high
degree of discrimination between aid recipient countries or groups of
countries, and hence the phasing out of the Lomé Convention and all the
other discriminatory arrangements. Although Europe feels that it still holds
some responsibility towards Africa, it finds that the Lomé& Convention --
i.e. the size of its membership and the cumbersome machinery it has
generated -- makes it increasingly difficult to focus on Sub-Saharan Africa
where humanitarian aid is most needed.

The implementation of this different approach to poverty relief could begin
with the indebtedness incurred by the countries receiving this type of aid
simply being written off;

supporting UN agencies involved in (i) and providing more resources for UN
peace keeping operations?® and for so-called ‘humanitarian interventions’,
like that in Northern Iraq in favour of the Kurdish population. Since the
number and extent of the latter can only rise, the need for more funds is to
be expected. To increase the effectiveness of the resocurces devoted to this
task, some co-ordination may be important, although the final end of such
co-ordination would entail the creation of a permanent UN force, as now
being discussed in some circles. Furthermore there exists the need to
finance (a) the denuclearisation of Eastern Europe as well as avoiding
further nuclear proliferation in other parts of the world; and (b) the
various funds created to tackle global issues, such as the Global
Environment Facility, the UN Population Fund, the UN Women’s Fund, and

25

One of the five objectives of Norwegian development assistance is the promotion of peace between nations and regions [Stokke,
1892: 91}.
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others.

Both these two objectives will not necessarily meet with the enthusiastic approval
of the majority in all DCs, but within the EU they should certainly not be rejected
outrightly. Increasingly more difficult would seem the task of securing the
necessary popular support for programmes directed at promoting the development of
certain parts of the world. A negative reaction would be due not only to the higher
costs, longer terms, and doubtful past results, but mainly to the fact that the
need for other countries to become developed has never been fully understood?® and
has recently even started to be feared. The passing of the Cold War has eliminated
the Western public’s main rationale for accepting development assistance. A broader
concept of security, extending to poverty alleviation, environmental protection,
solution of regional conflicts and control over international flows of arms, drugs
and people mobility, must replace that of military security which dominated
international relations until the fall of the Berlin Wall?’.

An objective which might be more understandable and acceptable to a part of the
public in donor countries, particularly in the EU, is

(iii) the reduction of the pressure on Europe and the US of new waves of illegal
refugees and immigrants?®. France’s Interior Minister Mr C. Pasqua sustains
that "the immigration problem from the East or the South, can be resolved
only by development in the countries of origin. Population will stay put
only if we decide to carry out an ambitious development policy and if the
world’s seven richest countries devote 1 per cent of their GDP to it" [Le
Monde, 1993: 13}. Although it is far from certain that migratory flows can
be significantly influenced by economic development in the areas of origin,
and although Pasgua's figure of 1 per cent has been considered both too
small to seriously check the drive to emigrate and too optimistic given the
economic problems that donor countries face, the slowing down of migration
flows may prove to be an important objective capable of generating enough
interest for development assistance and hence for more funds. At the same
time the public at large must be reminded that given present population
trends in the DCs, namely the fast aging of their populations, the eventual
resumption of a steady economic growth may generate labour shortages that
immigration might help solving?®. Therefore, Pasqua’'s goal of moving
"toward zero immigration" is not only impractical -- and unacceptable to
many -- but may even result uneconomic for many DCs, particularly the
European ones. However, since most of the labour required will have to be
skilled workers, the policies aimed at increasing human capital also enhance
their exportability and make people more inclined to emigrate. Thus, the

The scant information available on governments’ expenditure on development education (i.e. the process of increasing
understanding of the relationships between LDCs and DCs) shows that The Netherlands is by far the country that spends most,
namely $1.05 per head in 1991, against 2 cents of a dollar per head in the UK, for a total of $16 million, more than ten fold
the amount spent in 1950 {ICVA gt al., 1993: xiv]. The low level of expenditure in the UK is due to the policy followed by Ms
Thatcher. one of her first acts in 1579 being the stopping of all funding for development education centres [Lords, 1983a, 78] .

27 Such e broader concept of security cannot fail to influence the notion of sovereignty by justifying humanitarian interventions

(see under €. (ii) above) and by calling into question existing national borders, up to now *perceived as both artificial and
sacrosanct”, particularly in Africa [Deng, 1993: 32}.

28 It is estimated that as many as 100 million people, mostly from LDCs, are working (legally or illegally) in other countries and

"are expected to increase further in the coming decades". The total value of their official remittances worldwide were worth
some $66 billion in 1989 [Russell and Teitelbaum, 1992: 1). An estimated 17 million of these 100 million are refugees. As for
Burope, it has received 15 millicn migrants between 1980 and 1992, mainly for permanent settlement [UNFPA, 1993: ii-iii and 7).
In Germany alone are living 1.6 million refugees, while the migrants are 6.7 million, one in 12 inhabitants. In The Netherlands
more than 35 thousand people applied for refugee status in 1593.

Although immigration may generate several positive economic effects, the type presently experienced by the DCs does not. In fact

various studies recently made in the US show that immigrants absorb much more public money for education, medical care, welfare

and other social benefits than they contribute in taxes; besides which there is the cost caused by displaced domestic workers.

For the US the estimated difference is $665 billion for the next decade, namely $952 billion in costs minus $283 billiom in
taxes paid, assuming that the total number of legal and illegal immigrants does not rise above 11.1 million. On average each
%mmxgrancs costs fax—payers more than $60,000 during a decade. Curbing illegal immigration alone could save $186 billion by 2002
Huddle, 19983: §}.

It is already being sustained in Germany that "in the first decade of the next century a controlled immigration of people,
including Turks, would be conceivable in order to offset the decline in the potential labour force in Germany and the BC*. The
labour needed, however, will be prevailingly skilled workers {Honekopp, 1993: 73).
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contradiction implicit in a development assistance aiming at producing an
exportable labour force, must be openly addressed. Therefore, while
presently dealing with the problem of immigration represents one of the most
cogent argument for foreign aid, it must be recognised that the introduction
of this objective into development policy may also alter both its content
and modalities.

Of about 8 million non-European residents in the EU at the beginning of the 1990s,
more than half originated from Northern Africa and from the North-Eastern
Mediterranean. On top of that, there is the phenomenon of immigration from Eastern
Europe, but for variocus reasons the size of the flow and its eventual evolution
cannot be easily evaluated.

The problem of migration has quickly found its way into both a recent Council
Declaration [Council, 1992, para. 8] and one issued by the Tokyo G-7 summit in July
1993, funding for refugees (particularly by Sweden, Belgium and The Netherlands) as
well as for emergencies -- including Somalia and Bosnia -- and global environment,
is increasingly being financed from existing, often declining, aid budgets, the
‘pollution’ of which consequently rises [ICVA et al., 1993: ix and 35].

Immigration to Western Europe is mainly determined by push effects®® -- hence the
need to direct development co-operation to removing or lessening these effects. In
fact, the German minister for economic co-operation has accepted that "German
development policy and cooperation... gains the quality of a preventive refugee and
migration policy" [Spranger, 1993: 13].

At the same time, the existence of secondary and informal labour markets in Europe,
in Southern countries more than in Northern countries, favours the inflow but
forces the immigrants to compete with domestic work forces. There is therefore a
need for domestic and common policies to better regulate these markets, thus also
avoiding the social tensions caused by such competition. Given the characteristics
of the phenomenon, it seems advisable to complement any immigration policy with an
effective development co-operation targeted at the countries from which the flows
originate. Ample scope therefore exists for member states and the Community to
tackle this challenge by co-ordinating both national immigration policies and the
manner in which these complement development policies.

Even more effective would be for the Community to be given a leading role in the
field of immigration, a role that could go beyond mere co-ordination and would
invest the Community with a new mission. So far the EU passes muster with respect
to at least two of the three criteria selected for rationally establishing a
division of tasks between itself and the members states [Bossuyt et al., 1993: 60-
2]. Starting with the criterion of comparative advantage, such a mission concerns
cross border interventions, implies a large financial critical mass, and involves
particularly sensitive areas, all of which the EU is clearly better equipped to
deal with. As for the second criterion, namely institutional capacity to perform
assigned tasks, a reorganisation of the EU bureaucracy is needed with an increase
in expertise, and improved monitoring and evaluation capabilities. The third
criterion, the strategic vision of the future of the EU, could not be better
represented by the proposed change in EU development assistance. Moreover, to
increase their effectiveness, the efforts directed towards the eradication of
poverty could be geographically circumscribed and aimed largely at the countries of

e : : : ‘
Also called the ‘pressure to migrate’, meaning “excess labour supply in the presence of a negative per capita-income

differential". Entries into the labour force in the countries on the Southern shore of the Mediterranean are estimated at 25
million between 1950 and the year 2000; assuming that domestic absorption remains constant, this will leave a relative excess
supply, i.e. a migration potential, of 1.5 million per year [Bruni and Venturini, 1932: 4-14).

14




the Mediterranean, basically the Maghreb and Mashrak regions, parts of West
Africa®’, and those areas along the Baltic-Balkan axis. A further raticnale for
such a policy is to be found in the need to import trained manpower that an ageing
Europe will start feeling as from the beginning of next century. This need will be

felt even more if Europe’s rate of growth will start increasing again.

This implies, however, that agreement is reached among the member countries with
respect to (a) a real common strategy be agreed among the member countries; (b) a
decision be made to how much and what should be delegated to the Community; (c)
which instruments should be used; and (d) how to involve NGOs and the private
sector in a more structured way. Concerning (c) the problem arises of what to do
with the Lomé Convention and the so-called ‘Mediterranean Policy’, none of which
have shown much effect and both of which seem to have little relevance to the
achievement of objective (ii).

There are two other acceptable objectives for development policy.

(iv) Assist those LDCs that export drugs to shift to other productions. To this
effect the EU has already granted to four of the Andean Pact countries --
Bolivia, Colombia, Ecuador and Peru -- trade preferences similar to those of
the Lomé& Convention. The preferences refer to a range of industrial and
agricultural products for a period of four years from the end of 1990 and
are meant to help these countries to overcome the negative economic effects
of moving away from drug trade. Clearly the scheme could be improved and
extended to other LDCs engaged in the same type of exports.

{v) Protecting the environment3?, an issue that has been the subject of a
series of international conferences and treaties. It has also spawned a new
institution, the World Bank managed Global Environmental Facility (GEF), to
channel aid into projects meant to produce global benefits. While rejecting
the suggestion that aid is always bad for the environment, it must be
recognized that aid and structural adjustment have an environmental
dimension to be taken care of. Yet, the protection of the environment in
LDCs is "one of the few arguments for aid that sways western donors" and the
money available for purely environmental schemes often exceeds the supply of
projects [The Economist, 1993-94: 54]. Since the Maastricht Treaty has
embraced sustainable economic development, assigning to this objective top
priority [Maastricht, 130U (1)}, the issue has become the assessment of the
environmental consequences of any aid related activity, project or programme
alike. Clearly, environmental interventions very much require to be part of
an overall environmental policy, hence this type of aid strongly contributes
to the strengthening of co-operation both at the level (ii) and (iii)
described in section 2. The co-ordination with LDCs is crucial because
donors and recipients tend to have different environmental priorities.

Although the humanitarian aspect of poverty alleviation makes it difficult for many
to oppose it, mexging it with the notion of reducing immigration pressure cannot
but increase the support of public opinion. Since the pursuit of all five

3 Since development aid aimed at stimulating economic growth does not immediately reduce migration, this long-term strategy must
be combined with measures for generating employment in the short run. This should not be attempted by solely decentralising
productive activities to the countries of emigration -- a policy which in many cases has actually accelerated the propensity to
emigrate -- but should promote intensive agricultural activities. The latter have two main effects: they contribute to the
achievement of food self-sufficiency and export growth, while at the same time keeping the labour force in yural areas by
improving their income. This policy *seems particularly appropriate to the Southeastern Mediterranean countries® and it
"constitutes & path which is likely to be in harmeony with the objectives of the countries on both the Northern and the Scuthern
shores of the Mediterranean over both the shorter terms and longer terms, thus involving them in a joint effort* {Bruni and
Venturini, 1982: 17-8}.

32 "With... aid budgets under threat all over the world, one of the few arguments for aid that sways western donors is the need to
protect the environment in developing countries” {The Economist, 18593-1994: 54].
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objectives®?® indicated above -- namely to alleviate poverty, to reduce the risk of

wars, to ease immigration and drug pressure at DCs’ borders, and to improve the
environment -- is in the donors’ self-interest, the ambiguities that have marred
development assistance since its inception should vanish and any opposition to its
continued financing should decline. In this way it also becomes easier to
distinguish between policies dictated by self-interest and those guided by
disinterestedness or altruism. In actual fact, democracies cannot have a foreign
policy based solely on self-interest: this would not only create too many enemies,
but would also offend too many of their own people.

As to the question raised above -- point (c¢) above -- relative to the role of the
Lomé Convention, it seems that by improving its framework, sharpening its
instruments and making its coverage coincide with the area of actual immigration to
Europe, the Convention could very well serve to guide EU policy toward the Third
World according to the objectives elaborated above3?.

With respect to these objectives the task division between the EU and its member
states, bearing in mind also the previously mentioned criteria [Bossuyt et al.,
1983: 60-2] could be easily sorted out as follows:

(a) the EU would have primary responsibility for objectives (ii) to (v) as well as
for (i) when poverty alleviation is connected to the reduction of immigration
flows; whereas

(b) member states would retain primary responsibility for (i) except for the case
indicated under (a), and can pursue any of the remaining objectives (ii-v) with
close co-ordination by the EU.

7. Instruments of co-ordination in the EU

The need for more co-ordination has been reiterated more recently by the
Development Council [Council, 1992: points 21-27)}. However, and regardless of the
objectives reformulated in 6. above, development co-operation policy cannot be
considered in isolation from the various other policies (which directly or
indirectly influence the development of the countries to which aid is provided)
implemented by member states and by the Community itself. Hence the need for the
so-called horizontal co-ordination -- or coherence, linkage, cohesion,
consistency -- of the objectives of development co-operation in the policies that
the Community, but alsoc the member states, implement which are likely to affect
LDCs3® [Maastricht, art. 130V]. It is in fact rather common opinion that both EU’s
and members states’ policies on trade and aid vis-a-vis LDCs are often inconsistent
and incompatible.

This is different from the vertical co-ordination of development policies among the

3 Convinced that *a basic restructuring of ODA is not only necesgary. It has now become possible*. A top UNDP officer presents a

list of objectives for development aEsistance which are not very different than those elaborated in the text [Kaul, 1553: 15).
It is also interesting that the DAC Report’'s section on ‘the role of development assistance and aid agencies’ begins by
highlighting their “important role in contributing to the solution of global problems such as environment, migration, and
narcotics, and... to political, economic and social progress, and stability* [OECD, 1992: 48). Prom which follows that the
emphasis is on global progress and stability for them rather than specifically for LDCs'!

‘EU Policy toward the Third World‘ seems more correct than current misnomers like ‘development co-operation’ or ‘aid policy’.
Once the idea that financial and technical transfers are effected in the interest of the DCs, expressions like aid, donor
country, moral obligation, etc. become cbsolete. Any moral commitment can be left entirely to the NGOs which can also better
express it in a varied and differentiated manner; thanks are no longer to be expected for these transfers; and the dependence of
the recipient countries may decline. It should also erase the concept of partnership -- stemming from *mutual dependency and
polidarity*” -- that formally constitutes the core of the present Lomé Convention. In reality this cruel myth hardly serves to
hide the ‘collective clientelism’ which the Convention has created. As to the gquestion of whether the new proposed Lomé serves
the interests of Third World countries, it is high time that the answer be left to the latter, free to participate in or stay
out of it.

s Rk now classic example of lack of horizontal co-ordination between EU development, agricultural and trade policies is that of the

beef surpluses exported to West Africa. Since 1584 the EU has spent more than 400 million ecus in export subsidies, while West
Africa's domestic production has been seriously undermined. Therefore, the considerable financial aid contributed by the EU's
EDF to support beef production in the region has been wasted.
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member countries and between the latter and the Community [Maastricht, art. 130X].
Here lies, however, the intrinsic difficulty in designing and implementing an
overall EU economic policy that does not contradict but rather enhances Europe’s
foreign aid policy.

A very simple, but rather relevant, aspect of this difficulty is the divided
responsibility for development policies in many donor countries3® -- the Dutch
presenting one of the best examples of decision-making procedure in this area --
and even within the Commission, where two Directorates General -- DG-I and DG-
VIII -- are presently involved in development assistance. Being hierarchically
organized, these Directorates "have a compartmentalized way of working" and do not
easily co-operate even among themselves [NAR, 1993: 11]. Even less co-ordination of
policy exists between DG-VIII and DG-VI (DG for agriculture) so that policy-makers
in the EU are often unaware of the effects of the common agricultural policy (CAP)
for other countries, particularly the poorest ones.

Since the problem of horizontal co-ordination, or coherence, exists both at the
Community level and a the national level, it would be useful to create an office
within the Community able to both adequately analyze the impact of common policies
on LDCs and to propose needed changes when necessary [Faber, 1992: 11].
Alternatively, "the particular Council that is responsible for a certain area of
common policy should be responsible for realizing the coherence of this policy
within the framework of the common development policy" [NAR, 1993: 10]37. At the
same time, a similar body should exist in each country able to guarantee more
coherence between the country’s development policy and all its other policies.

One should not forget, however, that co-ordination has been on the agenda since at
least 1984 when the principle of a voluntary & la carte co-ordination was adopted
by the Council?®®. Yet not much progress has taken place, except in the areas of
democracy and human rights, and that of structural adjustment and management of
counterpart funds, two areas in which "a more systematic, reciprocal form of co-
ordination has emerged" [Commission, 1993].

Attempts and proposals for vreducing waste and improving the coherence and
consistency of foreign aid programmes have included abandoning the country-by-
country approach for a regional one and even for targeting goals instead of
nations. The Netherlands already utilises a regional policy, according to which aid
money is allocated to a region rather than to each of the countries comprised in
it. Hence development funds can be easily diverted from one country to another
within the designated region. More radical would be to resort to targeting goals.
Elaborated in a report -- prepared under the direction of the National Security
Council -- to US cabinet-level officials and recently leaked to the press [Lippman,
1993: 11 it defines a number of national goals to each of which Congress would
allocate funds. Within these broad objectives, managers would approve specific
programmes and choose between competing groups -- not necessarily only government
agencies, but also international ones and NGOs -- seeking to operate them. The
purpose 1is to reduce political considerations in the choice of countries and
projects, and to have a clear objective against which to measure the effectiveness
of the programme targeted to the specific goal considered. Interestingly enough,

3 . P : : : : :
¢ The fragmentation of responsibility for the execution of national aid programmes is often considerable. Out of 20 members of

DAC, only 8 have a Cabinet Minister responsible for aid, and even these show varying degrees of autonomy from other Ministers.
The fragmentation is at its worst in Japan where four .ministries are involved, scarcely less complex in France, still
significant in Germany, and lower in the UK and the US. Moreover, it has been remarked that it seems "ironic that DAC members
should resolve to address consistency between Ministries when the lack of consistency and transparency within Ministries is so
striking"® [ICVA, 1953: 48].

27 Rather interesting in this respect is the proposal to enhance co-operation among the national councils or similar institutions

that advise their respective governments on development assistance [NAR, 1952).

28 The same year the World Bank announced that *aid administration is a particularly important area for imstitutional reform®

{World Bank, 13984: 33).
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the call to start allocating aid resources to "development challenges" rather than
to countries also comes from a top UNDP officer who suggests that *"global
development today requires action on the national level (including sub-national and
local) as well as global action [Kaul, 1993: 18-9].

Finally, if more co-ordination may improve the effectiveness of EU’s aid policy,
more co-ordination seems also instrumental for EU to achieve a greater weight vis-
a-vis multilateral institutions like the IMF and the World Bank.

8. EU aid programme

The EU’'s development aid programme, which started in 1958 and since then has grown
up piecemeal, includes long-term development assistance, of which Lomé& is the most
important item; emergency aid; and, more recently, aid to Eastern European
countries. However, since the Lomé Convention is exempt [Maastricht, art. 130W(3)]
from the improved procedure of co-operation which the European Parliament
established in article 188C of the Maastricht Treaty, the resulting
"compartmentalization of decision making may reduce the effectiveness of the
coordinating capacity that is agreed in article 130V" [Faber, 1992: 8].

Since development assistance is an area the competence of which, as an exception to
the normal rule, is shared by the EU and the member states, the Maastricht Treaty
dedicated special attention to development co-operation ({(see new Title XVII). While
not going so far as to establish a ‘common policy’ as such, implying an exclusive
Community competence, for the first time it formally empowers the Community to
conduct this activity and it specifies three objectives -- see 4. above -- to be
pursued. Recognising, however, that "the achievement of these objectives remains,
as far as bilateral programmes are concerned, the responsibility of each Member
State", the Treaty underlines the resulting complementarity between these policies
and Community aid, and hence the need for their co-ordination [Council, 1992, para.
18 and 19]. Since, according to the Council, effective policy co-ordination has
already been achieved with respect to human rights, family planning and support for
structural adjustment, the new priority areas for the co-ordination of development
policies between the EU and its member states are health, food security, and
education and training.

Until now EU development policy has been characterised by special relationships
with many groups of LDCs to which a specific combination of aid and trade measures
was provided, the latter mostly in the form of tariff preferences3?. Lately,
however, the effectiveness of this instrument has been severely hampered by the
lowering of MFN tariffs resulting from MTNs; the diffusion of NTBs; the
proliferation of trade preferences, particularly those granted to Eastern European
countries; and the completion of the Single Market [Sideri, 1992}. All together
this means that "preferential treatment is only very partially determined by
considerations of development cooperation® [Faber, 1992: 6].

8. Final Remarks

Although it is not clear whether a larger transfer of resources for development aid
from member countries to the Community would raise their effectiveness by improved
co-ordination, the transfer itself would be conditional to maintaining a minimal
critical mass for bilateral programmes and to substantially reforming the EU aid

3s : - : . R N .
"Moreover there is the striking fact that the countries which are most favoured by the Community's ‘pyramid’ of preferential

trading arrangements, the 65 ACP states, seem not to have performed as strongly as many less-favoured states in other parts of
the world" (Lords, 1993a: 14}.
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programme, changes being particularly needed to "the legislative framework, to
pelicy, to management and to accountability” (IDS memorandum to House of Lords
[Lords, 1%93: 56]. What most LDCs really require is better access for their
products to DCs’ markets?® and more resources for building up their administrative
and technological capacity.

Foreign aid is still needed, but its objectives must include that of dealing with
immigration problems, hence helping development aid to remain (a) politically
feasible, in view of the increase in the fear for aliens that pelitical groupings
and other bodies are utilising to enhance their own aims; and (b) financially
feasible, in view of the costs incurred in setting immigrants, whether they are
political refugees or displaced persons or economic migrants, whether legal or
illegal ones.

Development co-operation policies are needed to shape public as well as private
intervention. National conditicnality must be co-ordinate both at the regional
level and, even more so, with many other policies which directly or indirectly
atffect the development of the recipient countries and reduce aid effectiveness. It
is exactly this "fundamental shift in the outlook and actions" of the Western
democracies that the report by the Trilateral Commission recommends. Since "most
international migration today is an act of desperation, not choice”, the shift must
be "anchored in a new international imperative: the right of individuals to stay
where they are" [Trilateral, 1992: 12].

So, unless foreign aid is radically overhauled it faces "death by a thousand cuts,
leaving a continually shrinking foreign assistance program with no clear direction
or impact®. This assessment, although addressed to the US situation (see Lippman
[1993: 1]) is no less valid for the Europe. Furthermore, the EU must also seriously
reconsider its system of preferential arrangements with the Third World, and
particularly the Lomé Convention, if it wants to regain enough support for its
development policy.

As for co-ordination, not only are its "limits... on the donors’ side... set by
their political and commercial interests" [Cassen et al., 1986: 237] but it cannot
be properly discussed without considering the objectives of development
assistance -- that is unless co-ordination is to take very limited forms. In other
words, a proper analysis of co-operation can only take place within a much more
comprehensive discussion relative to the role and limitations of foreign assistance
in a rapidly changing world system.

40 N : . N . : < < ‘ .
"Even the most modest estimates of the gains that developing countries would enjoy from industrial-country trade liberalization

point to an amount at least equivalent to the approximately $50 billion that’ industrial countries transfer to developing
countries annually as official development assistance” {[World bank, 1992: 44] .
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