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Department for International Development
Leading the British government’s fight against world poverty.

DFID, the Department for International Development: leading the British government’s fight against
world poverty.

One in five people in the world today, over 1 billion people, live in poverty on less than one dollar a day. In an
increasingly interdependent world, many problems — like conflict, crime, pollution, and diseases such as HIV
and AIDS - are caused or made worse by poverty.

DFID supports long-term programmes to help eliminate the underlying causes of poverty.
DFID also responds to emergencies, both natural and man-made.

DFID’s work forms part of a global promise to

e halve the number of people living in extreme poverty and hunger
e ensure that all children receive primary education

e promote sexual equality and give women a stronger voice

e reduce child death rates

e improve the health of mothers

e combat HIV & AIDS, malaria and other diseases

e make sure the environment is protected

* build a global partnership for those working in development.

Together, these form the United Nations’ eight ‘Millennium Development Goals’, with a 2015 deadline. Each
of the Goals has its own, measurable, targets.

DFID works in partnership with governments, civil society, the private sector and others. It also works with
multilateral institutions, including the European Union, the World Bank and the United Nations.

Its headquarters are in London and East Kilbride, near Glasgow.

Institutional Strategy Papers

DFID uses Institutional Strategy Papers to articulate policy priorities in relation to the major multilateral
institutions with which DFID works. Institutional Strategy Papers are placed in the public domain, and are
accessible on the DFID external website and in hard copy. They are published following public consultation.

Working with the European Union: Europe for Development

This paper sets out DFID’s priorities for work with its European Union partners over the period 2008 to 2010.

For further information on Europe & development contact DFID’s European Union Department EuropelSP@
dfid.gov.uk

Department for International Development
July 2008.
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change and energy security, violent conflict
and instability, global epidemics and
migratory pressures;

m Improving coherence between different
areas of Community spending;

B Establishing the right balance of support
to various regions and countries with
different income levels, and an optimal
blend of grants and loans, particularly in
coordination with European Investment
Bank programmes.

B4. Humanitarian assistance

Since 2005 the international humanitarian system
has been undergoing major reform: developing
new financing mechanisms which enable better
allocation of funds according to needs; improving
sectoral coordination and ensuring that there

is adequate capacity globally to respond to
needs; and providing stronger leadership of
humanitarian response at country level through
UN Humanitarian Co-ordinators.

“Collectively, the EU is the biggest
humanitarian donor with a strong track
record in the delivery of humanitarian
aid”

Together the Commission and Member States
have a key contribution to make in reforming
international humanitarian efforts.

In 2007, the EU agreed a Humanitarian
Consensus to reaffirm the principles which

guide EU humanitarian action within the

context of international humanitarian response.
The Consensus will provide a policy umbrella

for the Community and for the humanitarian
programmes of Member States, and will promote
greater harmonisation and coordination of EU
humanitarian assistance both globally and in the
field.

We will work with the Commission and Member
States to:

m Ensure that EU humanitarian action
reinforces current UN-led humanitarian
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reforms, including effective participation
of and partnership with the Red Cross /
Crescent movement and NGOs

m Use the Humanitarian Consensus as a
basis for stronger coordination within the
Commission, between Member States
and between Member States and the
Commission;

m Ensure that the EU adheres to existing
guidelines on the use of civil and military
forces and to the principles of Good
Humanitarian Donorship;

m Improve the effectiveness of EC spending
on food security in emergencies, as
well as encourage greater investment
in alternatives to food aid and enhance
Disaster Risk Reduction efforts.

Sierra Leone © 2002 EC/O. Lehner



Box 13: ECHO: A Humanitarian Force

Since its inception in 1992, DG ECHO - the
Commission’s humanitarian office - has
provided victims of crises in more than 100
countries around the world with essential
equipment and emergency supplies and

this year it has taken on responsibility for

EC emergency food aid. In 2005, DG ECHO
disbursed more than 650 million euros (£445.3
million) in humanitarian funding, including

for victims of the Indian Ocean tsunami and
the Pakistan earthquake. DG ECHO provides
funding to the UN, the Red Cross Movement
and NGOs. ECHO has recently been evaluated.
It was commended, especially for its role in
dealing with *“forgotten crises™.

ECHO in Darfur

“My two sons, my sister’s husband and their
two boys are all gone,” says Ismael. “It has
been almost a year and we can’t confirm if

they are alive, so we have to assume they are
dead.” Ismael was driven from his home village
of Tamar in southern Darfur in a raid by armed
horsemen. After months of wandering, and
escaping from another camp where he and his
fellow villagers were being harassed, Ismael
arrived in Kalma camp on the outskirts of Nyala
in Darfur, home to 100,000 displaced people.
“We have decided not to move from here
because we feel more secure. We will register,
the NGOs will give us food and assistance and
the children will go to school.”

Ismael’s story is only one of two million such
stories of displacement in Darfur. International
NGOs are offering what help they can and
ECHO is one of the biggest funders of their
work in Darfur, contributing to food aid, and
to 87 primary health care centres and fourteen
hospitals in Darfur.
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C. Political leverage for development: Work with the EU to support reform of the
international development system and strengthen its relationship with regional

groupings and role in international processes.

C1. A significant EU contribution to
the 2008 ‘Year of Action’ to achieve
the MDGs by 2015

Half way to 2015, many of the MDG targets
remain off track. Reinforced EU institutions have
taken a more active role in the global debate

on development. 2005 was a real turning point;
Europe’s leadership and commitment to a 2015
target of 0.7% of Gross National Income for
development aid was a vital contribution to the
promises of the G8 at Gleneagles in 2005 -
helping to increase aid by $50 billion by 2010,
with half of this increase going to Africa.

Just as in 2005, in 2008 the EU has the
opportunity to galvanise the international
community into redoubling its efforts. The EU
commitments were reaffirmed by the General
Affairs and External Relations Council in May
2008, which also encouraged Member States
to set out multi-annual timetables for their aid
increases.

“In an historic move, EU Member States
have set out how they intend to keep
their promises to the world’s poorest by
agreeing an Agenda for Action on the
MDGs"

The Agenda for Action sets out key milestones
on health, education, water, gender equality,
agriculture, growth and infrastructure and

the EU’s contribution to these until 2010. By
demonstrating leadership on the quantity and
effectiveness of aid in advance of crucial G8 and
UN summits in the second half of 2008, we look
to the EU to create the necessary momentum to
get the MDGs back on track before it is too late.

We will work with the Commission and Member
States to:

m Ensure the EU delivers on its commitments
to increased aid and maps out clearly how
Member States will achieve these;

m Ensure the EU delivers on its ambitious
MDG Agenda for Action, identifying
specific milestones and actions within the
time frames in key areas like education,
health, gender equality, water, agriculture,
growth and infrastructure that will
contribute to the achievement of the MDGs
by 2015;

B Support innovative forms of financing for
development.

Box 14: EU Aid Volume Commitments

In 2005, the EU made a series of commitments
to enable faster progress towards achieving the
MDGs. These include:

@ Increasing aid budgets to 0.7% of gross
national income (GNI) by 2015. The
interim target is an EU average of 0.56%
by 2010. Member States which joined the
EU after 2002 will aim to increase their
ODA to 0.33% by 2015.

@ Individual EU Member States to reach a
level of 0.51% of ODA by 2010. Member
States which joined the EU after 2002 will
aim to increase their ODA to 0.17% by
2010.

@ Providing €2bn for Aid for Trade
development objectives by 2010 (50%
from the European Commission and 50%
from Member States).
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C2. Effective EU cooperation to
support reform of the international
development system

The key pillars of our present international
architecture were created to meet the specific
needs of a different era. They require urgent
reform in order to serve the vastly expanded
multilateralism and interdependence of the 21st
century world. This century faces a new set

of challenges, many of them intertwined: the
multiple risks brought about by climate change
and environmental degradation; the governance
vacuums caused by unresolved conflicts and
failing states, often leading to the abuse of
human rights; increased economic instability and
financial turbulence, resulting in resource scarcity
(e.g. energy and food) and a potential upsurge
in protectionism; and growing global inequality
and stagnation in many countries regarding the
MDGs.

The EU and its Member States can strongly
influence global progress in these areas. They
have a vital role in shaping the international

aid architecture to better address international
development goals and the challenges faced

by developing countries. EU Member States are
proactive in the UN and other international fora,
but can achieve more if they work more closely
together.

m Reform of the United Nations system
In 2006 a High Level Panel recommended
a package of reforms to revitalise the UN
development system, commonly referred
to as “System Wide Coherence™. The
obijective is to bring together the UN system
in each country to deliver an effective
response to governments’ priorities, with
better accountability for results. The
Panel suggested that each developing
country should have a single integrated
UN programme, one UN coordinator, one
office and one budget. Central funding and
oversight mechanisms should coordinate
UN operations at all levels. We will work
with the Commission and Member States
to reach a strong EU position in support of

all the Panel’s recommendations and also
to promote a constructive debate in the
UN’s governing bodies and committees.
We want the Commission to work more
closely with the UN on peace and security
issues, including on a UN-World Bank-

EU agreement on Post Conflict Needs
Assessments. We will also encourage the
Commission to work more closely with the
UN on human rights issues.

The Bretton Woods Institutions (The
World Bank and the International
Monetary Fund) There is an ongoing
debate about steps to improve the
effectiveness and accountability of
multilateral partners. EU Member States
have a role to play in supporting developing
countries’ efforts to increase the say they
have on the BWI boards, and in improving
the governance of these institutions. This
should include establishing open and
meritocratic processes to appoint the
heads of these organisations. We will also
work closely with EU partners to ensure
that the World Bank’s assistance to the
poorest countries makes the best possible
contribution to poverty reduction and
sustainable development.

Commission funding of multilaterals
The Commission currently spends about
7% of its funds through multilaterals,
according to the OECD Development
Assistance Committee Peer Review. We
support the DAC recommendation that
the Commission produces a strategy for
working with the multilaterals, including
the Global Funds. We would like to see
this strategy form part of an EU vision
of a better multilateral architecture for
international development.

Emerging donors The EU is working with
emerging donors such as Russia, China,
India, Brazil and South Africa, promoting an
international development partnership on
multilateral reform and climate change, and
encouraging them to move towards Paris
declaration commitments. The China-EU
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dialogue on Africa established in June 2007
is a key example.

C3. Political leverage for regional
development

The EU has political and economic relationships
with many regional groupings, and historic ties
with several of them.

“A prime example of a regional grouping
itself, the EU is well-placed to support
others with capacity-building and to
further regional economic and political
integration”

The EU has strong development ties with
partners in the Euro-Mediterranean region, in
the Africa, Caribbean and the Pacific, as well as
in Asia and Latin America. These relations enable
agreement on collective action to reduce poverty
and promote development, and dialogue on
issues of common concern. Community regional
aid programmes can also build the capacity of
regional bodies and further regional integration.

We will work with the Commission and Member
States to strengthen the EU’s relationship with
regional groupings and processes such as the
African Union and the Middle East Peace Process.

The EU and the African Union

The African Union (AU) is a natural partner to
the European Union. The European Commission’s
relationship with the AU Commission is
strengthening. A range of financial and logistical
support is currently provided to the AU. Peace
and security is a particular focus. The European
Union has provided financing through the Africa
Peace Facility which provides support for African
Peace Missions such as that in Darfur. At the
same time the African Union is increasingly

focusing on other areas of work in Africa, and the

EC has allocated €50m for building the capacity
of the AU on these.

m We will work with EU partners to support
the African Union’s capacity to address
regional issues critical for growth and
poverty reduction.
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Box 15: Supporting regional security

efforts: The African Peace
Facility (APF)

The APF is a €300 million fund set up by the
EU to fund peace support operations and
regional stability. Peace support operations
financed under the Peace Facility are initiated
and implemented by the African Union and/or
sub-regional African organisations.

The APF has been the major source of funding
for the AU action in Darfur, which has been
the only international force able to deploy to
the region. Despite challenges, the AU mission
has played an important role which would not
have been possible without external funding.

The APF has helped fund AU missions in the
Comoros Islands, Somalia, and a regional
force in Central Africa. The EU support is also
important in strengthening the capacity of
the Peace Support Operations Department of
the AU, and of the main African sub-regional
bodies.

The EU has agreed to allocate a further €300
million for the period 2008-2010.

Middle East Peace Process The EU plays a
significant role in the Middle East Peace Process
through the UN, the G8 and as a member of the
Middle East Quartet (with the US, UN and Russia).
Substantial EU aid to the Occupied Palestinian
Territories (OPTs) and Palestinian refugees has
made the EU the largest donor in the sub-region,
with Member States and the Commission playing
a key role in aid coordination. In December

2007 the EU pledged significant support for the
Palestinian Reform and Development Plan which
sets out the current priorities of the Palestinian
Authority (PA). We will:

m Encourage the EU, through the EC, to
align assistance with Palestinian Authority
systems to strengthen the institutions of a
viable Palestinian state;

m Support the EU, including in its work
through the Quartet Representative on
confidence building measures;



m Work with EU partners to ensure an
effective EU Police Mission in the Palestinian
Territories (EUPOL COPPS) that is aligned
with the priorities and needs of the PA.

Box 16: The Temporary International Mechanism: Providing A lifeline in Gaza

Following the election victory of Hamas and
subsequent suspension of international aid in
2006, the EU led the international response to
support the Palestinian people by establishing
a multi-donor Temporary International
Mechanism (TIM).

This was an effective and swift response.

TIM funding helped maintain essential public
services and aid to the most vulnerable
Palestinians, using innovative mechanisms that
not only ensured critical funding needs were
met but also guaranteed that funding was not
misused for other purposes. The TIM provided
allowances to more than 79,000 of the most
vulnerable Palestinians and 77,000 civilian
public sector workers, such as teachers and

medical staff. In addition, TIM provided fuel to
sustain Gaza’s electricity supply, running costs,
consumables and equipment for the education,
health, social and utility sectors. €455.5 million
was provided by the Commission to the TIM,
together with €188 million by fifteen EU
Member States and four other donors.

On 1 February 2008, the European Commission
launched PEGASE, a new instrument to
channel EU and international assistance as a
contribution to the building of the Palestinian
State and as a follow-up to the TIM. PEGASE
will run for the next three years and will
channel assistance to governance, social
development, economic and private sector
development, and public infrastructure.

Europe for Development DFID — July 2008
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Annex 1:

Working with the EU around the World

EU partners have particular strengths and
interests in different regions of the world and we
recognise that in our work in those regions. In
some, the European Community is a major player
and an important partner for us, while in other
regions it is one of a number of partners which
can help us reach our objectives. In most regions
we will work with a number of EU Member States
as well as wider development partners.

Africa

The EU is a major force for development in
Africa as it is collectively the largest donor on the
continent. The European Commission and other
Member States work in many countries in Africa
where the UK has no bilateral programmes.

The proportion of people living in poverty

in Africa has fallen over the last three years.
However, too many people continue to live
desperately hard lives, affected by conflict,
afflicted by sickness and unable to go to school.
Africa is the continent most off track in meeting
the MDGs by 2015. Since 2005 the EU’s Strategy
for Africa has focused on priorities including
improved infrastructure and improved trade
rules to support growth, improving governance,
enhancing African capacity to support peace and
security in the continent and providing access

to education, health and clean water. We are
keen to work with EU partners in meeting the
commitments we collectively made to provide
more resources for Africa, in particular long-term
predictable support for basic services such as
health, education and water; improving Africa’s
ability to address the effects of climate change
and improving trading prospects for African
producers.

The UK has made a €10 million contribution to

the EU Africa Infrastructure Trust Fund to support
regional infrastructure and trade. This innovative
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instrument aims to maximise the leverage and
impact of EU financing assistance by bringing
together grant funding from the Commission
and EU Member States with loan finance from
the European Investment Bank and other
Development Finance Institutions.

At the EU-Africa Summit in Lisbon on 8-9
December 2007, the EU and the African

Union adopted a Joint Strategy which contains
commitments on both sides. An Action Plan lays
out how the commitments will be implemented
over the next two to three years and is divided
into eight “Partnerships” which set out

targets for cooperation under the following
headings: the Millennium Development Goals;
Good Governance and Human Rights; Peace
and Security; Climate Change; Energy; Trade
and Integration; Migration; and Science and
Technology. The UK has an interest in all these
Partnerships, with a particular focus on Peace
and Security, Climate Change, and the MDGs.
We are leading on implementation of the MDG
Partnership on the European side. We will work
with EU partners to:

m Strengthen genuine partnership working
between EU, AU and civil society, including
through building capacity in the AU to take
action on the MDGs;

m Ensure the finance and policy base for
the MDGs, including through a strong EU
contribution to international action on the
MDGs;

m Accelerate progress towards the food
security targets of the MDGs;

m Accelerate progress on the health and
education targets of the MDGs — for 2010
when the Strategy will be reviewed at the
next EU-Africa Summit.



Europe: the Candidate and
Neighbourhood States

Here the European Community is a major donor
and partner, and the European Investment Bank
(EIB) and the European Bank for Reconstruction
and Development are (EBRD) are major sources
of investment. The EU has enormous opportunity
to influence and promote demaocratic and
economic reforms as well as promote regional
cooperation. The region includes mostly

Middle Income Countries which share common
challenges, including areas of significant poverty
and unemployment, the broader governance
challenges of political transition and constraints
imposed by violent and unresolved conflicts and
risks of instability. We and other EU partners are
encouraging more transparent and objective
resource allocation across the region based on
needs and performance.

In the Western Balkans, Croatia and Turkey, the
Commission concentrates on helping countries to
carry out administrative and economic reforms to
prepare for accession. This includes strengthening
democratic institutions, public administration
reform and promoting growth, innovation and
productivity, as well as sustainable development
and poverty reduction. We work closely with
Commission colleagues to promote sustainable
development and poverty reduction, enabling

all communities to benefit. We also work closely
with other EU Member States, who have a
strong role to play in supporting the region’s
development and accession.

Box 17: Supporting Accession

Since 1991 the EU has committed, through
various assistance programmes, €6.8 billion
to the Western Balkans. In 2000, aid to

the region was streamlined through a new
programme called CARDS (Community
Assistance for Reconstruction, Development
and Stabilisation) EU assistance under the
CARDS programme is supporting candidate
and pre-candidate countries to make far-
reaching changes to their economies and
systems of government. In Serbia, this has
included a range of measures to improve
local government, for example through the
creation of regional development agencies
that support socio-economic development,
inter-regional cooperation and joint planning.

Poverty, unemployment, mixed economic
performance, corruption and weak governance
remain major challenges in the countries
neighbouring the EU — all of which, with the
current exception of Moldova, are Middle Income
Countries. Violence and conflict in the broader
Middle East region, particularly the Arab-Israeli
conflict, unresolved conflict in Moldova and the
South Caucasus, and human rights deficiencies
in many countries in the EU’s neighbourhood,
are major factors impeding the spread of human
development and security.

The European Neighbourhood Policy provides

a single framework to promote stability,

security and prosperity beyond EU borders by
offering neighbouring countries a stronger
political relationship with the EU and greater
economic integration, in exchange for progress
on implementing reform. As with Accession
countries, we work closely with the Commission
and EU Member States to promote sustainable
development and poverty reduction in the region
and are encouraging the Commission to play a
stronger role in advancing donor coordination
and to strengthen the capacity of EC delegations.
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Box 18: Reconstructing Kosovo

The EU plays a key role in helping Kosovo to
reform and to develop economically.

Between 2000 and 2007, the EU committed
over €1 billion to Kosovo, managed by the
European Agency for Reconstruction (EAR).
EAR initially focused its assistance on the
rehabilitation and repair of key infrastructure
and public utilities following the Kosovo war.
Since then it has increasingly focused on good
governance, the rule of law, and economic
reform. It has also helped people from
minority communities to return to the homes
they had fled from. The EAR’s mandate expires
at the end of 2008. From 2007 to 2011, the
EU has committed to providing assistance of
approximately €70 million/year to Kosovo,
drawn from the EC’s Instrument for Pre-
accession (IPA).

Kosovo declared independence on 17
February 2008 and its constitution came

into force on 15 June. The EU has signalled
its readiness to play a leading role in
strengthening stability in the region, including
by deploying a police and rule of law mission
(EULEX) and contributing to an international
civilian office as part of the international
presence in Kosovo. The EU has also signalled
its readiness to assist economic and political
development through a clear European
perspective for Kosovo, in line with the
European perspective of the region.

Caribbean

The European Community is the biggest

grant donor in the Caribbean, a region with

high indebtedness, diminishing traditional

donor funding, trade reform needs and the
vulnerabilities of small island states, including
climate concerns. We will work more closely with
the Commission to encourage a stronger focus
on poverty and social issues, including gender,
security and justice. We will work to improve
disbursement rates (a major challenge in the
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region) and support the Commission’s work to
promote regional integration.

South Asia

We work more closely with the World Bank

and Asian Development Bank in the region. The
EC, with the notable exception of Bangladesh,
plays a smaller role. We are interested in how
the Commission maintains focus on the region’s
development goals in its growing dialogue with
South Asian partners on wider policies, e.g. on
migration, trade and environmental issues.

South East Asia

Here too our main partners are the World Bank
and Asian Development Bank. But on specific
issues the Commission plays a significant role.
An example is the FLEGT initiative to support
governance of forest resources for partners such
as Malaysia and Indonesia.

Latin America

The European Community is the largest grant
donor to Latin America, at almost €400 million
per year. For the last 3 years, the UK has
complemented the Commission’s contribution
by providing support to the region in close
partnership with the World Bank and Inter-
American Bank. We also engage with other

EU Member States who are shareholders and
technical partners of the International Financial
Institutions, and work within the EU Harmonised
Framework through our bilateral programme to
Nicaragua.

Pacific

The European Community is the second largest
donor in the region after Australia. We rely

on the Commission to work in the region but
have contributed views to the development and
delivery of the Commission’s Pacific strategy. The
strategy emphasises collaboration with Australia
and New Zealand to support the needs of the
region and enhanced aid delivery systems such as
budget support.



Annex 2:

A. How the European Union works

The European Union (EU) is a unique partnership
in which its 27 Member States and EU institutions
work closely together on issues of common
interest, where collective and coordinated
initiatives can be more effective than action by
individual countries.

The main institutions of the EU are:

m The European Council — meetings of Heads
of State or Government, which set broad
goals for the Union

B The Council of the European Union -which
represents the Member States, at the level
of individual ministries

m The European Commission — which
suggests and implements proposals

m The European Parliament — which
represents the EU’s citizens and jointly
agrees legislation and budgets with the
Council of the EU

The work of the European Commission is
governed by different rules, depending on

the degree of the Commission’s ‘competence’
(right of initiative or lead responsibility) in any
given area. In some areas, such as trade, the
Commission has complete competence, with
full decision-making powers, and acts on behalf
of EU Member States. In other areas, such as
foreign affairs, decision making is left to the
Member States. Development cooperation is a
shared competence between the Commission
and Member States. In other words, international
development work is conducted by both.

There are several parts of the Commission
which are responsible for, or have an impact on,
development work:

m DG (Directorate-General) Development
formulates development policy and is in
charge of programming and relations with
Africa, Caribbean and Pacific countries;

m DG External Relations is, amongst other
things, in charge of programming and
relations with Asia and Latin America as
well as policy towards countries in the
European neighbourhood;

m DG Trade develops the EU’s trade policy,
negotiates on behalf of the EU and
manages its diverse trade relations

m DG Enlargement develops and manages
the EU’s policy towards candidate and
potential candidate countries;

m EuropeAid deals with implementation of
almost all EU assistance to third countries

®m European Community Humanitarian
Office manages humanitarian aid;

m European Commission delegations are
the Commission’s offices in third countries.
There are 123 delegations worldwide which
serve 155 country programmes.

B. The European Consensus on
Development

The European Consensus on Development is
a joint statement setting out the objectives
and priorities of EU development assistance. It
was agreed by the Heads of Member States,
the European Parliament and the European
Commission in December 2005, after external
consultation. The Consensus is in two parts.

Part | is “the EU vision of development”. It
defines a common European approach to
development cooperation, reaffirming that
development is a central goal in itself; and
that sustainable development includes good
governance, human rights and political,
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economic, social and environmental aspects.

It states the primary and overarching objective

of EU development cooperation is eradicating
poverty through sustainable development and
pursuing the MDGs. It reaffirms commitment

to common principles (ownership, partnership,
in-depth political dialogue, participation of civil
society, gender equality, addressing state fragility),
delivering more and better aid and addressing
global challenges (peace, sustainable growth,

illegal migration and trafficking of human beings).

Part Il is the ““European Community Development
Policy.” It clarifies how the vision will be
implemented through the Community (managed
by the European Commission.) It commits the EC
to concentrate on areas where the Community
has a comparative advantage, and on improving
the Commission’s management of aid.

C. How the European Commission
spends money on Development

The European Community’s spending plans

are set out every seven years in a ““Financial
Perspective”. The current Financial Perspective
began in 2007 and runs until 2013. Budget-
lines or “Instruments” channel the Community’s
development spending to different regions or
themes, each governed by a specific strategy.
There are nine Instruments, five of which are
thematic and four geographic. Each country in
the world is covered by one of the geographic
instruments (except 77 African, Caribbean and
Pacific (ACP) countries, funded by a special,
extra-budgetary fund, the European Development
Fund). This fund is linked to the Cotonou
Agreement- the overarching agreement covering
political, trade and development relations
between the EU and ACP countries.

The Instruments?:;

Geographic:
B Asia, Latin America, Central Asia,
the Middle East and South Africa —
Development Cooperation Instrument (DCI,
€16.9 bn)

4 Figures give the total funding for the Perspective 2007-2013
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m European Neighbourhood and Russia —
European Neighbourhood and Partnership
Instrument (ENPI, €11.18 bn);

m EU Accession Countries — Instrument for
Pre-Accession Assistance (IPA, €11.47 bn);

m Industrialised Countries — Instrument for
Cooperation with Industrialised Countries
(ICl, €172 mn);

Thematic:
B Tackling crises and instability in third
countries and trans-border threats —
Instrument for Stability (SI, €2.1 bn);

m Promoting democracy and human
rights worldwide — European Instrument
for Democracy and Human Rights
(EIDHR, €1.1 bn);

m Ensuring nuclear safety — Instrument for
Nuclear Safety (INS, €524 mn);

m Providing funding for emergency
and humanitarian relief and food
aid — Humanitarian Aid Instrument
(HAI, €732 mn);

m Promoting macroeconomic stabilisation
and structural reforms — Macro-Financial
Assistance (MFA, €791 mn).

The separate European Development Fund (EDF)
for the African, Caribbean and Pacific countries
is created through voluntary contributions from
Member States. The current budget cycle (EDF 9)
of €13.7 billion over 5 years will finish this year,
having provided an average of €2.74bn per
annum. EDF 10 will cover 6 years from 2008, and
has a budget of €22.7 billion, which will provide
an average of €3.78bn p.a.

D. Policy Coherence for
Development

Realising that aid alone would not be sufficient

to help developing country partners reach the
MDGs, and that other policies had significant
impacts on developing countries, in 2005 the
Council confirmed the EU’s commitment to policy
coherence for development (PCD) across 12 wider
policy areas.



PCD is about recognising the strong inter-
relationship between aid and non-aid policies
and ensuring that non-aid policies do not harm,
and, where possible, support progress towards
development goals.

A number of EU policies now reflect this,
including the EU Consensus on Development,
the EU’s Sustainable Development Strategy and
the European Security Strategy. These underscore
the mutual benefits from promoting poverty
reduction, stability and improved management of
natural resources and the environment.

E. The European Investment Bank

The European Investment Bank (EIB) is the world’s
largest Multilateral Bank and the only one with
substantial operations in both developed and
developing countries. The EIB was originally
established under the 1958 Treaty of Rome to
contribute to the development of the common
market. Over time it has become more active
outside the EU so that, although most of its
operations take place in the EU, significant levels
of financing are available for developing countries
through the EIB. In 2007 the EIB signed contracts
for total operations of €47.8 billion. Of these

The European Investment Bank — Breakdown

€6.4 billion were for operations outside the EU,
broken down as follows?®:

In 2006 a new External Lending Mandate for the
European Investment Bank was negotiated with
strong commitments to improving cooperation
and coherence between the EIB, Commission and
international institutions. Stronger coordination
between the EIB and the Commission will offer
developing country partners a more coherent
combination of loans and grants to support
growth and development.

The UK believes that EIB finance should form part
of a coherent offer made to partner countries

by the EU, maximising the effectiveness of
financial assistance. This in turn should be

part of a coherent offer from the international
community. We will therefore work to ensure
that the 2006 External Lending Mandate leads to
better outcomes on the ground, and to promote
EIB operations that follow international best
development practice and are fully coherent with
other international institutions (such as the World
Bank). DFID will publish a separate document
setting out its approach to the EIB in Summer
2008.

. South-East Europe
. Eastern Europe

Mediterranean Countries

[ Africa Carribean and Pacific
. South Africa

. Asia, Latin America

5 2007 Signatures, €000s — Source: EIB Statistical Report (2007).
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F. A joined-up approach: Working
with Whitehall

DFID has primary responsibility for delivering the
UK Government’s international poverty reduction
and sustainable development agenda. As such,
it is DFID that administers the approximately
€1.34bn (E1bn) yearly UK contribution to the
EC’s development budget and an additional
€3.36bn (£2.3bn) contribution to the European
Development Fund for Africa, Caribbean and
Pacific countries. DFID officials support the
evolution of Community development policies
and practical work in countries in a variety of
ways:

B As seconded national experts to various
departments within the European
Commission;

m By influencing change through the Council
of Ministers;

m By working collaboratively with Commission
officials in Brussels and in developing
countries on joint programmes and
approaches.

However, DFID spearheads a much broader

UK Government effort to support the EU’s
development agenda, and so DFID officials work
closely with other UK Government departments
and rely on them to support the development of
EU policies that affect developing countries. Key
examples include:

m Collaborative policy analysis and influencing
between DFID, Foreign and Commonwealth
Office (FCO) and Ministry of Defence (MOD)
officials on EU security and defence policies
that can have major impacts in developing
countries. For example, seconding conflict
specialists to support European Security
and Defence Policy missions to unstable
areas such as Afghanistan, and promoting
effective use of the Community’s Stability
Instrument in vulnerable areas.
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B A joint Trade Policy Unit, staffed by DFID
and Business Enterprise and Regulatory
Reform (BERR) officials, which works closely
with EU counterparts in the Commission
and Member States to influence the EU’s
international trade policy and ensure the EU
meets its Aid for Trade commitments.

m Collaborating with Department for
Environment and Rural Affairs (DEFRA) and
co-financing pilot programmes on climate
change; working with the Home Office/
UK Border Agency and FCO on migration

policy.

W Liaising with FCO staff who cover
development issues in areas such as Eastern
Europe, the Pacific and parts of Latin
America, West Africa and Asia, where DFID
has a much more limited presence.

m Liaising with the FCO Human Rights,
Democracy and Good Governance group
who lead on the UK’s relationship with the
EU on human rights and on linking the
human rights and development agendas.

The UK’s Representation to the EU is staffed

by a wide variety of UK Government officials
who work with Community and Member State
officials. Development-related discussions take
place in a wide variety of fora — from country
working groups to specific working groups
dealing with issues that affect development,
such as the Political and Security Committee or
the European Development Fund Committee.
Within the UK, both the Cabinet Office and
FCO may convene coordination meetings on

EU issues at which development issues may be
discussed. A wide range of UK officials therefore
work increasingly closely, at both the policy and
practical level, to promote development through
EU channels.
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