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The Commission published its first, experimental, annual report on the implementation of its external assistance programme in 2001, examining the activities that it had carried out during 2000.  It has now drawn up, and presented to the Council and Parliament, a report on EC Development policy and the implementation of external assistance for the 2001 financial year. It should be noted that 2001 was a transition year, and was thus not typical. 

The first report was criticised by Member States, leading to a series of recommendations formulated in the November 2001 Development Council.  It was decided that future annual reports should be more analytical and should focus more on assessing the effects of European development assistance.  The 2001 annual report, which we are examining here, has been drawn up in the light of these recommendations.  As stated in the introduction, its "coverage is broad, from overall progress towards the Millennium Development Goals, to individual examples of how EC money has been spent, and what has been achieved."

At the outset I must refer to one problem which could lead to some confusion.  Initially members received an electronic version of the annual report, to be printed out from internet (COM (2002) 490 final).  Subsequently a printed annual report was distributed.  However the Chapter numbering differs considerably from one to the other, though the texts are otherwise identical apart from format and layout.  We must decide which version to use.  May I propose that we start by referring to the printed version, which I imagine most members have.  If this causes problems, I can, in future, base my work on the electronic version.  

The draft report is an extremely useful compendium of data and commentary that is not otherwise available in readily consultable form.  This document shows reasonably clearly how the Commission spent its money in the course of 2001.  I should point out that it covers not only the developing countries, i.e. the ACP countries, the Asian and Latin American countries and the Mediterranean, but also the candidate countries, the Balkans, Eastern Europe and Central Asia.  I intend to concentrate my examination on funds going to the developing countries for which we have direct responsibility.

In Chapter 1 the Commission analyses progress made towards the achievement of the Millennium Development Goals adopted at the September 2000 Millennium Summit attended by 147 Heads of State or Government, at which 189 countries were represented.  The Millennium Development Goals (MDGs) are stepping stones towards achieving a more just and equitable world in which poverty should progressively be alleviated.

As the MDGs were only adopted in September 2000, it is clear that in 2001 EC development policy actions could only begin to break the ground.  Nevertheless certain features are significant, notably the stress on poverty reduction, and the concentration of aid on the poorest countries.  It is shown in the report that, in the case of ACP countries, almost 90% of the EDF went to least developed and other low-income countries.  With regard to Latin America, in the case of Central America, the Andean region and Paraguay, two-thirds of European aid targeted the poorest segments of society, rural and urban.  In the case of aid to Asia, the focus from the beginning has been on the poorest countries.  32% of EU assistance has gone to the LDCs, notably Bangladesh, Bhutan, Cambodia, Laos, Nepal and the Maldives, and 48% has gone to other low-income countries including India, Indonesia, Pakistan and Vietnam.  In the case of countries such as India, Pakistan and Indonesia, assistance has been concentrated on the poorest elements in society. For low-income countries, the key framework for assistance should be the poverty reduction strategy paper (PRSP), and the accompanying process.  However the report indicates that only 8 countries had produced full PRSPs by the end of 2001.   The Commission has contributed to the development of the PRSP approach, inter alia by shifting a certain amount of aid towards direct contribution for budget support in certain cases (I shall return to the question of budget support later).  It is important that PRSPs be completed for all countries for which they would be relevant.

In its report the Commission indicates that it measures effectiveness through results, using indicators at two distinct but complementary levels "To measure country performance in terms of economic growth, increasing standards of living and poverty reduction over the short, medium and long term.  This level of indicators draws from the most relevant of the indicators associated with the Millennium Development Goals (MDGs), possible complemented by a limited further set of key indicators.

To measure in a more detailed way the performance of the country's sectoral policies in the sectors supported" (Chapter 2.3). 

What is less clear is to what extent the aims have been achieved.  I would request the Commission representative to elaborate on this. 

2001 was a significant year in implementing the external assistance management reforms, the aims of which were, basically, 

- to improve the quality of projects and programmes,

- to reduce implementation time 

- to ensure high standards and efficient procedures for financial, technical and contractual management,

- to increase the impact and visibility of EU external assistance.  

The Commission refers to the Inter-Service Quality Support Group that it set up to improve programming.  We must wait until at least the 2002 annual report in order to assess progress.  

The Commission stresses the importance of coherence, co-ordination and complementarity, including with the Member States and other donors, notably the UN and Bretton Woods Institutions.  However it would appear that much still remains to be achieved in this respect.  

While the Commission gives due attention to the Millennium Development Goals, the data provided shows that much remains to be done before these are even partially achieved.  To be fair, it would not be likely that much would have been done in just over a year after their adoption.  

Of particular significance are Chapters 7, 8 and 9, dealing respectively with the ACP, Asia and Latin America (in the electronic version these are chapters 4.5, 4.6 and 4.7).  There is real value in putting the three chapters beside each other.  One can easily make comparison between standardized data, which was more difficult in the past.  

In the 2001 budget the EP, on an initiative from the Committee on Development and Cooperation, added output targets for cooperation with Asian and Latin American developing countries. For example, in the case of Asia, social infrastructure and services should account for 54% of commitment appropriations, and education, 35%.  In the case of Latin America social infrastructure and services should accound for 42% of commitments, while education should account for 15%.  In its opinion on the 2001 budget discharge (draftsman :Mr Deva) The Committee on Development and Cooperation noted that the Commission did not meet the sectoral targets for commitments set out in the remarks to certain geographical budget line  in 2001, notably with regard to programmes in favour of health and education in Latin America, even though commitment levels for these lines were acceptable for social infrastructure and services in general. 

In 2001 the Commission provided macro-economic budgetary support amounting to €263 million to ACP countries.  It authorised in excess of €300 million in payments to 38 ACP countries, which have ongoing structural adjustment programmes.  In this context it is necessary to address the viability of control mechanisms to ensure that such funds are utilised in the manner for which they were intended.  Many ACP countries (in common with some Asian and Latin American countries) have weak internal auditing and financial control mechanisms, and poor governance has frequently been subject to criticism by the European Parliament.  Can the Commission explain how it intends to ensure that funds destined for budgetary support are effectively utilised? While it is often difficult to guarantee the use of project funds, verification is even more complicated in the case of monies going directly into national budgets. On the other hand, there is some evidence that complex reporting requirements may be beyond the means of some countries.  This is an area in which harmonisation of donor requirements, involving all the principal providers of  budget support, is called for.  Criteria must be adopted, and the European Parliament must take an active part in the definition of these criteria.

Another question raised is the use of funds for private sector development.  We all recognise that private sector development is an excellent means of creating and spreading wealth.  The question is, how can we best promote the private sector, notably small and medium-sized businesses.  The provision of risk capital through local or national development banks comes to mind, as does the encouragement of investment, and of joint venture creation.  How effective is this?  What criteria can be employed to measure success?  The annual report leaves the reader hoping for further information.

A particularly important aspect of the report is its investigation into the "RAL", the "Reste à Liquider".  From the outset, I must question the Commission's failure to include EDF RAL in the annual report.  The whole question of committed money that has not been paid over several years is dealt with in an annex, 12.2 in the printed version, but nowhere is reference made to the considerable EDF sums that have not been spent.  In many ways they constitute a more serious problem than budget appropriations which cannot be spent, in that procedures are more rigid under the EDF Financial Regulation, and decommiting is more difficult.  

With regard to budget RAL the Commission uses the terms "old" and "dormant".  Old commitments are commitments made more than 5 years ago, and dormant commitments are commitments on which absolutely no action has been taken over the two preceding years.  Thus in 2001 commitments entered into in 1995 were added to the stock of old commitments.   

In the case of commitments made prior to 1995, according to the Commission's figures, the RAL decreased by 60% from €1092.34 million to €329.7 million.  This comes both from payments made against these commitments, and "decommitment" (writing off of commitments).  The Commission points out that since November 1999, a total of 1114 budget commitments entered into prior to 1995 have been closed either through payment or decommitment.  It also points out that, by the end of 2001, action in some form had been taken on 99.2% of the initial stock of old commitments entered into prior to 1995.  However the situation is very far from satisfactory.  For example for 1995 the proportion of ongoing RAL was worryingly high, 87 commitments with a value of €352 million.  For the budget year 1996, in December 2001 monies remained to be paid out on 509 commitments with a total RAL of €685.98 million.  And it must be recalled that these figures refer only to budget RAL and not to EDF RAL.  

Final figures for 2001 show a total of 1482 dormant budget commitments in the accounting system representing an outstanding amount of €1319 million.  This is, admittedly, an improvement on the situation at the end of 2000 (representing a 15% decrease in total budget RAL, and a 20% decrease in the total number of dormant commitments).  However 20% of the dormant commitments which have had no payments represent some 80% of dormant RAL.

The table (on page 199) showing the evolution of old commitments indicates a reduction in the number of old commitments. However the sums involved in old commitments have increased significantly (+37% in 2000, +12% in 2001).

RAL is not evenly spread.  A major proportion of the outstanding dormant amounts relates to commitments against which no payments have been made.  20% of dormant budgetary commitments have had no payment, and these represent 80% of dormant RAL.  Analysis on a regional basis shows that budget chapter B7-4 (Mediterranean) represents 55% of the dormant RAL related to commitments with no payments, and 50% of total dormant amounts.  Four major programmes in the Mediterranean ALA and food aid lines account for 90% of dormant RAL and 84% of the part related to commitments with no payments.  The Commission points out that much of the excessive figure is caused by increased commitments for Turkey.  

It is also clear that the budget lines for the environment and tropical forests (B7-6200) accounts for €61.7 million out of a total of €104 million, 60% of RAL and almost a quarter of dormant commitments.  Furthermore the percentage of zero-disbursement commitments under this heading is particularly high.  79% of zero-disbursements come from this line.  The level of dormant commitments with no payments for B7-6200, €43.7 million, is the highest of all budget lines and chapters when related to level of commitment appropriations.  

It is absolutely necessary to address such problems and to see why programmes cannot be implemented.  Every effort must be made to ensure implementation, as called for by the budgetary authorities.  If implementation is absolutely impossible, then the appropriations in question should be decommited.  The level of decommitment during 2001 for funds managed by EuropAid amounted to €591 million.  

The Commission attributes much of the problem to "the lack of a common computerised reliable information system covering all aspects of the project cycle and supporting management decisions, a significant lack of human resources for managing an ever-growing number of projects and the minor importance given in the past by the top-level management to the complete management aspects of the portfolio (the launching of new initiatives being often considered as a nobler task than bringing the current ones to a successful end)". (Chapter 12.2.5).  

The European Parliament must take a share of the blame for this situation, in that Parliament has frequently failed to execute its control function, and has often encouraged the creation of new budget lines, where staff were insufficient to ensure adequate implementation.  

It is true that the Commission often does not have enough staff to implement all its programmes adequately.  This must be addressed, either by recruiting additional staff, or by the Commission refusing to accept programmes for which it does not have sufficient human resources.

It is evident that certain weaknesses which contribute to slow payment, including heavy procedures, excessive controls and long time delays in concluding financing agreements, persist despite the Commission's attempts to find solutions.

The budgetisation of the EDF would facilitate reducing the level of RAL, as the provisions for decommitment are easier under the EU budget financial regulation. The European Parliament is strongly in favour of EDF budgetisation. However it is important that budgetisation should not lead to a reduction in the overall level of aid for the developing countries. Furthermore EDF budgetisation would require revision of the financial perspectives.

The 2001 Annual Report goes into some detail on the actors involved in the implementation of EU assistance.  These include NGOs, UN agencies, Commission delegations and the recipient states.  It is important to ensure the right balance between these different actors.  This matter should be examined in the course of the coming year.

To conclude, the 2001 annual report is a most useful document.  It is full of relevant and generally user-friendly information.  However it is in place repetitious, and could do with more careful editing.  One is of the impression that different people wrote different sections, without being aware of what had been said elsewhere, while the central editor was reluctant to cut out what had been covered earlier.  

A useful addition to future reports would be an executive summary.  

Given the limited time at my disposal, I have not gone into all the interesting aspects of the 2001 report.  I merely wish to reiterate that it is an improvement on its already useful predecessor, and that I am looking forward to the 2002 report, which will begin to take account of the decisions adopted at the Monterrey and Johannesburg Summits.

I look forward to hearing the comments both of my colleagues and of the Commission, following which I will be draw up a draft report.  
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