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TNTRODUCTION

The Curopean Community has its own development aid policy. Alongside
the national aid programmes of the EEC Member States, it maintains four
distinct aid programmes administered by the Brussels Commission and
designed to assist economic development in Third Vorld countries. These

may be distinpuished as:

- project aid, technical assistance and firancial support from the
European Developmenf Fund (EDF) for a select group of mainly African
countries under time-bound contractual agreements (currently the

second Lomé Convention):
-~ individual aid agreements with the Mediterranean littoral states;

- a programme of financial aid to the so-called 'non-associates’ -

the countries of Asia and Latin America;

- a world-wide food ajd programme, from which could be separated for

technical recasons emergency aid (provided in either cash or kind).

The four programmes - three loosely “regional', only one global,
energed at different times as a specific regponse as much to the Community's
internal requirements as to international circumstances and perceptions of
the Third World's development needs. They contain several innovative
elenents worthy of study and possibly of emulation, and the overall EEC
'aid package’ is rightly portrayed as unique, quite unlike the aid programme
of any bilateral donor, and yet not properly multilateral. In practice,
however, the four programmes, having been developed in a haphazard manner
rartly through historical accidents and as a result of intra-Community
policy trade~offs, manifest a severe imbalance in resource allocation
(the Lomé countries, representing barely a tenth of the Third World's
population receive half of the aid spending and the food aid propgrarme
absorbs most of the remainder). They display certain archaic features,
including a self-perpetuating aid administration with its own protected
budget and which until recently was not subjected to the normal process
of policy reform. They lack any long-term guiding principle now that
the rhetoric of partnership has abated. The aid prograrmes sit uneasily
with many of the Community’s other policies on asriculture, trade and
payments, where these affect the Third World, and they integrate very little

with the aid programmzs and policles of the ilember States, other than France.
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EUROPEAN COMMUNITY AID RELATED TO AID FROM EEC STATES AMD OTHER DONORS

The Community’s aid programme is not among the largest programmes of
development assistance, particularly when compared with national aid
programmes. But its volume in current prices more than doubled over the
five years from 1975 to 1930, partly as a result of the implementation of
the 1975 Lomé Convention. Taking net oda disbursements, the comparative
figures produced by the Development Assistanc- Committee of the CECD show
that the Community aid programme was $1,257.3m in 1679, falling slightly
in terms of dollars to $1.246.8m in 1930. This is smaller than each of
the ald proprammes of the United States, France, West Germany, Japan,
the United Kingdom, Saudi Arabia, the Netherlands and the Soviet Union
(see Table 1). The net expenditure was somewhat larger than that under
the aid programmes of Kuwait, Canada and Sweden. The Community‘s total
aid programme 1s very similar in size to the programme of soft credits
administered by the World Bank's International Development Association,

which showed net disbursements of $1.278m in 1979.

Table 1. llet Disbursements of Official Development Assistance, 1979

US fm % of GNP
USA 4634 6.20
France 3370 0.59
Federal Rep. of Germany 3350 0.44
Japan - 2633 0.26
UL 2067 0.52
GCaudi Arabia 1956 3.13
UseR 1432 0.14
Hetherlands 1407 0.93
EEC _ 1257 not applicable
Tuvalt ] . 1099 5.14
fanada ‘ ' 1126 0.46

Sweden ' : 95¢ 0.94

Source: ORCD, Development Co-operation, 1930 Review, Paris.
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~/// These figurss are a good indicator of the size of operations, but
they involve an element of double-counting. It is the governments of
the EEC Member States which supply the resources for expenditure under
Community aid programmes. This is done through two separate mechanisms:
normal annual budgetary contributions to the Community (to finance aild to
Mediterranean countries, food aid, emergency aid and aild to non-associates)
and direct contributions outside the Community'’s general budget to finance
the European Development Funds established u~der the Lomé Convention. These
contributions to the Community form part of the relevant govermments' aid
expenditures and count towards their national overall aid performance, as
do contributiones to the mulfilateral agencies. The proportions in each
channel for the main EEC donors shown in Table 2 reveal further imbalances:
as well as allocating proportionately the least to multilaterai agencies,
France's financial support for EEC aid is relatively slights Italy's aid
programme in the late 1970°s existed largely thanks'to its EEC obligations,

and so on.

The aid orogramme has nevertheless represented a significant item of
Community expenditure in recent years (see Table 3). Development policy is
one of the Community’'s more prominent and substantial actions in any sphere
of creative rather than regulatory policy. WNew eintrants to the Community
have been notoriously slow in realizing that DG VIII, the directorate-~general
for development in the Commission, is a major spending department. In the
Community's own terms, expenditure orn overseas aid each year exceeds
expenditure from either the European Social Fund or the European Regional
Development Fund inside the Community. The EDF alone accounts for just
under 37 of Community expenditure, to which should be added aid costs
charged to the budget (food aild, 'editerranean and non-assoclates aid)
represer.ting a further 2.87 (figures are for 1279). 1In contrast, the
Furopean Social Fund, established to 'improve job opportunities’ and 'help
raise living standards® within the Community - its priority regions include
the Mezzogiorno, the Republic of Ireland, Horthern Ireland and the French
Overseas Departments (DOM) -~ was allocated 4.1% of Community expenditure.
Tha Turopean Regional Development Fund; charged with ‘narrowing the gap
between economic wealth and performance within the Community' absorbed
3.6% of expenditure. Of course, the Furopean Agricultural Guarantee
and Suidancz Fund (known as the FEOGA) which finances the Common Agricult-

ural Folicy, absorbs most of the budget (over 70% in normal years) and is



Table 2. Aid Programmes of the Main EEC Donors, by Member State (1979)

(et oda disbursements $m and %)

Bilateral prograsmes

Jontributions to
multilateral agencies
other than EEC

Contributions to EEC
programnes (EDF plus

payments from
EEC budget)

Total

(% of Donor's GNP)

" Belgium Demmark  France W Germany

69% 55% 837% 657%
123% 39% 10% 267%
13% 67% 87 10%
631 448 3,370 3,350

(0.56) (0.75) (0459) (0444)

Italy

32%

273
(0.08)

Netherlands

697

1,404
(0,93)

167%

12%

2,067
(0.52)

Source: LCD, Developmeat

Co-cperation, 1980 Review, Paris,

HJote: Hational percentages do rot all sum to 100 because of rounding.
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usually at least fifteen times as large as the EIC's ald spending.

. But we need some perspective., Total expenditure under the EEC budget
plus the non~budgetised EDF still represents less than 17 of the
Community’s gross domestic product, so Community oda as such represents

less. than 0.05% of Community GDP.

Table 3. Het Disbursements of European Community Aid, 1976-80

(US $m)
1976 1977 1972 1979 1980
Total 501 549 305 1257 1246
of which food aid?® 132 200 314 303 436

Source: OECD, Development Co-operation, 1980 and 1981 Reviews, Paris.

Note: 2 valued at world market prices

The Member States themselves spend relatively more on aid than other
major economic powers. Measuring ‘aid efforts® as the ratio of aid
disbursements to gross national product, the Netherlands; Denmark,
France, Belgium and Germany all spent more than the DAC average (0.37%
of GIP; in 1930). Thus the main European national aid efforts are
substantially stronger than those of the USA, Japan or the Soviet Union.

ORIGINS OF THE EDF AND THE OTHER EEC AID PRCGRAMMES

Of the four FEC ald programmes, only aid to the ACP (African,
Caribbean and Pacific) countries via the European Development Fund has
its roots in the Treaty of Pome and can thus be said to have been a
consistent programme of assistance dating from the inception of the

Comnunity.

The other aid programmes evolved later. The Community food aid
prograrme began as a result of the bilateral undertakings of Member
States’ governments under the 1967 International Food Aid Convention; V/

emergency‘aid began somewhat later. Assoclation agreements with countries



in the Mediterranean basin began, with Greece and Turkey, in the early

1960s and were followed from 1962 ontrards with a series of co-operation or
association agreements (including aid arrangements) concluded individually
with all the Mediterranean littoral and island statee and Jordan, except
Albania and Libya. Finally, a programme of aid to non-associates (basically
the devaloping countries of Asia and Latin America, plus non-signatories

of the Lomé Convention in Black Africa) wac created in 1976, largely on the

initiative of the European Parliament.

When the EEC was formed in 1957, the eighteen African territories
which later became associated states of the Community during the 19G0s were
still European colonies - mostly colonies of France, but also territories
administered by Belgium and in one case by Italy. Even one MNorth African
TFrench possession - Algeria, which in 1957 was constitutionally part of
France - was added to the EEC's African portfolio under the terms of Part IV
of the Treaty of Rome. It is significant that these African states did
not elect to assoclate themselves with the EEC: lacking sovereignty,
they were associated by a decision taken in Europe. Had the Treaty of
Rome been signed a few years later, independent African govefnments
would have been in a position to determine and bargain fbr their own
type of relationship with this new would-be economic superpower. As it
was, they inherited a formal economic relationship with ﬁhe EEC which. as
independent states they merely endorsed during the 1950s - the first and
second Yaoundé Conventions (1964 and 1969) were the result. Only Sekou
Toure's Guinea declined the offer of association (though it too joined
the ACP states in signing the Lomé Conventions later on) and Algeria
distanced itself from formal ties with France and the EEC after a Bloody

civil war.

The policy of association did not have the wholehearted support of

the other states forming the BEEC-8ix in 1957. The Germans in particular
wera reluctant to be inveigled into actively subsidising French colonialism
and were not impressad by the prospect of a market of 170m people

in 'Overseas France’ who had little purchasing power. Without a compromise
on the favourable trzatment of her overseas colonies in the Treaty of Rome,
however, France made it clear that FEC itself would not come into being.
The Turopean Development Fund, created under the Implementing Convention

attachad to the Treaty of Rome, representad part of this compromise.
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In exchange for the opening up of the previously closed markets of overseas
f}ance, the EEC member states agreed to pay into a fund to be used, initially
\V/és grants only, for schemes for the economic and social development of the
overseas countries and territories, which would generate works and supply
contracts for ﬁheir own firms. A separate European Development Fund was

established under this and subsequent agreements as follows:

- EDF I (1959-64): co-operation under Pavt Four of the Treaty

of Rome: 580m units of account
- EDF II (1964-70): Ydoundé I (first Yaoundé Convention): 730m u/a
- EDF IYII (1971-76): Yaoundé II: 900m u/a
~ EDF IV (1976-80): Lomé I (first Lomé Convention): 3,150m Fua
EDF V (1981-85): Lomé& II: 4,542m Eua.

In this way the die was cast. Exclusively throughout the 1960s

and predominantly to the present day, the EEC's aid focus has been on’
Africa. The Dutch did not press for special measures in favour of
Indonesia. Links appeared too remote in time and space and the country
was then considered too much of a 'burden' for the young Community to
shoulder. The Indonesian case was no doubt an important precedent which
prompted Harold Macmillan to agree in the early 1960s (wvhen the UK made
her first attempt to join the EEC) that Britain's ex-colonies in Asia
wouldrnot be included in any special relationship offered by an enlarged
EEC. Special status for the African Commonwealth members but only a
'Joint Declaration of Intent' for the Asian Commonwealth was the result

of this undertéking_a decade later. Other events show clearly the trend
of EEC-Six initiatives towards Eurafrica. An association agreement was
signed between the EEC and Nigeria in 1966. It was, however, never
ratified, partly because of subsequent French military support for Biafran
secession and recognition of the Biafran régime by an existing EEC associate,
the Ivory Coast. In 1969 the East African Community states - Kenya,
AUganda and Tanzania - signed :he Arusha Treaty giving them trade access

-1 The unit of account was the equivalent of the US dollar umtil 1971.
Since .then, the rate of the u/a and Fua has fluctuated. In 1976 Eua
1 $1.24, in 1980 Eua 1 $1.39. At the time of writing (April 1932),
the Eua was approximately the same as the dollar.
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to the markets of the Six (but without financial aid). Mauritius even
joined the EEC's associated African states before the expiry of the Yaound&
II Convention. Other association agreements with North African states
blossomed during the 1970s. And when Britain negotiated, succesSfully

this time, to join the Community, protoccl 22 to the Treaty of Accession
made it clear that a line had to be drawn between the 21 Commonwealth
countries which were ‘associable’ and the Asian Commonwealth states ~ often
larger, more economically powerful but also including some of the poorest
sections of the Third World ~ which were ndt. A£11 the African Commonwealth
states fell in the former category (though many were adamant in rejecting
the 'association®’ tag itself) as did the small economies in the West Indies
and in the Pacific area. Guinea-Conakry returned to the EEC fold, and the
FEC's offer was extended to the remaining independent sub-Saharan African
states - Sudan, Liberia, Ethiopia, Equatorial Guinea and later, to Guinea-
Blssau. By the time the first Lomé Convention was signed in 1975, the EEC
had binding economic ties with every independent state in Black Africa.
Zimbabwe later joined, although Mozambique and Angola have resisted the EEC's
advances. There are now 638 African Caribbean and Pacific (ACP) states
under the second Lomé Convention. The African countries account for 977%

of the population of thé ACPF group.

The Community's ald programmes tend to be divided along geographical
\//1ines (only food aid and emergency aid are administered worldwide). Lending
to developing countries from the Community’s European Investment Bank (ZIB)
is also restrictad to ACP and Mediterranean countries at present.
Furthermore, the status of the aid programmes varies. Expenditure under
the IDF forms part of a contractual and time-bound agreement {(the Lomé
Convention) and disbursements are matched by obligatory direct cOﬁfributions
from the Mcmber States; cereals food aid is based on contractual
international arrangenents: and aid provided under the various Mediterranean
financial protocols is mostly pledged on a five-year basis to individual
recipient countries, though made available from the Community budget annually.
In contrast, dairy food aid, aid to the non~associates and other minor aid
programmes are autonomous. This means that there is no formal continuing
commitment on the part of the Community to provide aid under these programmes,
nor certainty on the part of individual recipients that they will receive

aid.
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PERFORMANCE OF THE PROGRAIMMES SINCE 1275

a) The Lomé Convention

Because of its size and its privileged position in Community aid
thinking, the EEC’'s most important programme is its contractual programme
of aid to the ACP countries under the Lomé Convention. The first Lomé
Convention wés signed in 1975 and was valid ior five years. Lomé& II was
signed by the then nine lember States and fifty-nine ACP countries
in October 1979, entered into force on 1 January 1201, and is due to expire
in March 1935, It is a treaty of co-operation between supposedly equal
partners which includes trade access provisions, aid, agreements on investment

guarantees and undertakings on political co-operation and consultation.

Concessional assistance offered under Lomé I totalled 3,150m Eua
(£1,312.5m), pfovided through the European Development Fund in the
form of grants and soft loans, mainly for projects. The EDF also
covered expenditure under a novel scheme called 'Stabex', designed to
stabilize ACP export earnings on sales to the EEC of certain (mainly
agricultural) commodities. The comparable amount offered as aid from
the new five-year European Development Fund under the second Lomé
Convention is 4,542m Fua (£2,930m). In addition, the ACP countries are
promised access to loans of up to 330m Eua (£158m) under Lomé I and
up o 685m EFua (£442m) under JLomé II from the resources of the EIB.
Stabex has been continued in the new Convention and a new scheme
called 'Sysmin’ has been established to safeguard minerals production .
capacity in ACP countries against involuntary factors. The latter is as
much if not more in the interest of the Community'’s Member States than of

the ACP countries.

The contractual nature of the Lomé Convention has resulted in
elaborate joint consultation procdedures and the ACP group have a formal
negotiating status with the Community ~ not only with respect to
implementing, renewing or renegotiating their Convention but also with
respect to certain matters of EEC external economic policy affecting
ACP interests. This prerogative is not given to the Community’s other aid
recipients, although it exists in embryonic form in the case of the

Mediterranean countries,
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A new European Development Fund is established for the life of each
five-year Convention, but commitment and disbursement of the resources of
the Fund are spread over a longer period. Five stages can be identified

in EDF operations:

~  the original pledge of aid to the ACP by a commitment to
establish a European Development Fund of a certain size:
~ divisior of the programmable part ~f this aid betwgen the ACP
' states on the basis of population and GNP, but also according
to political criteria as assessed by the Commissioh;
- earmarking of the amounts in individual countfy programnmes
for projects or, more recently for sectors, acceptable to the EEC;
- commitment, when the Community undertakes to provide'funda for
specific projects in individual countries; and
- payment, when the Community actually transfers funds during or

on completion of a project or as a Stabex transfer.

The long-term nature of the aid pledge can have substantial advantages
for the 1ldc planning process. But the longer the gap between the original
pledge and the final paymeﬁt, the more the real value of the aid which the
ACP have signed for is eroded,

Disbursements of EDF aid run well behind the rate of commitmen;.
At the end of 1980, cumulative payments from EDF IV (relating to Lomé I)
totalled 1,455m Fua; the fund was then 457 disbursed. In 1980; the
ACP countries received concessional aid from EDF IV to the
value of 459m Fua. But the Fund' can continue disbursing after the
explry of the five-year Convention to which it relates; and the
obligation on Member States to contribute to the Fund also continues.
Table 4 shows how EDF IV disbursements were distributed among different

economlc sectors, and Table 5 shows the main beneficiary countries.
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Table 4. et Sectoral Disbursements of EDF IV (at end 1979)

mEUA %
Transport and communications s.eeeeecece 139.0 14,0
Rural production ..sceencescocncscccncss 137.0 13.8
Lducation and training ..cevncececasesse 34.7 3.5
Industrialization S ¢ ¢ S0 S 60 KOOI PO ON SO 16709 16.9
Health and water sSUpPPlY cccescesesssaans 33.0 3.3
Miscellaneous? ...ceeoecerssosvesrosnaes 167.0 18.8
Stabex ® 0O 2 9 O 59 9 OO0 OO0 9O SO0 NS S 6 DDOSS SN I EDSEDS 29606 29.8
TOTAL 995.2 100

Source: Commission.
Fote: 2 Main component: eypenditure on Commission Delegations in

ACP countries

Aid from the EDF is generally used to finance individual projects
in the sectors described in Table 4. The traditional emphasis was on
transport infrastructure, now it has shifted somewhat into agricultural
production (food and export crops) and agro industry. A disproportionately
large share, in disbursement terms, was taken by Stabex during the five
years of operation of Lomé I and the first two years of Lom& II. Projects
are put forward by ACP countries, after consultation with the local EEC
Delegate and in accordance with an 'indicative programme’ for each country
agreed with the Community at the outset of a new European Development Fund.
Approval for individual projects is granted by the Commission in Brussels
after consulting the EDF Committee, which consists of representatives of the
Member Etates and is chaired by the Commission. TWork on the projects is
then frequently carried out by private contractors from EEC or ACP countries
after competitive tendering. Payments from the EDF to stabilize ACP count-
ries' export earnings under Stabex are not related to specific projects and
consequently are made more rapidly than project aid disbursements.
Transfers are made in free foreign exchange and in most cases are not
reimbursed. This influences the pattern of disbursements shown in Table

5 considerably; the four countries rcceiving the largest overall disburse-~

nents out of IBT IV {{in colunn 3) were the four largest beneficlaries from

Stabex.
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Table 5. Comparison of Lomé Indicative Programmes and Actual Receipts of
Aid, as at 31 December 1979, by ACP state, Ranked in Order

of Volume '
ey {2) (3)
Lomé I , Of which . Total EDF IV
Indicative Programme disbursed = disbursements
Allocation at 31 Dec 1979 (including Stabex)
' at 31 Dec 1979
Amount Rank Amc int  Rank Amount  Rank
(mEUA) (nEUA) (mEUA)
Ethiopia 117.3 1 14,6 10 29.0 9
Tanzania 103.4 2 23.5 10. 44,6 4
Zaire 96.5 3 27.4 5 27.4 12
Sudan 20.6 4 15.3 17 17.9 iR
Uganda 73.6 5 2.4 43 16.1 24
Mali 73.0 6 30.5 2 36.4 5
Kenya 72.0 7 28.C 4 23.C 10
Madagascar 69.2 3 13.5 20 16.4 22
liger 68.5 9 4£2.9 i 65.6 2
Upper Volta 66.0 10 26,9 ) 34.1 6
Malawi 67.2 11 21.6 12 21.6 8
Guinea 64.0 12 12,83 22 12.8 27
Somalia 63.6 13 13.2 21 15.2 25
Senegal 5.0 14 26,1 7 91.2 1
Rwanda 58.7 15 20.0 3 29.6 ]
Barundi 58.1 16 15.5 16 17.0 21
Cameroon 55.3 17 24,7 9 23.8 10
Chad 51.92 18 25.2 8 25,2 12
Ghana 48,0 19 11.1 23 16.3 23
Zambia 45,1 20 22.8 11 22.8 17
Benin 44,3 21 8.5 25 23.9 15
Ivory Coast 40.0 22 14.9 3 29,9 7
Central ‘
African
Republic - - 37.3 23 9.5 24 10.4 29
Togo , 35.7 24 20.0 13 23.6 16
Mauritania 33.6 25 16.2 15 53.2 3
Sierra Leone 31.1 26 4.9 - 32 3.9 31
Congo 25.0 27 17.2 14 24.6 14
Liberia 25.0 27 6.2 20 13.8 26
Lesotho 22,0 29 5.6 31 5.6 35
Guinea - ’ :
Bissau 20.90 30 8.4 26 _ 17.2 20
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Table 5, continued

(¢} (2) (3)
Lomé I Of which Total EDF IV
Indicative Programme disbursed disbursements
Allocation at 31 Dec 1979 {(including Stabex)

at 31 Dec 197¢

Amount Rank Amount  Rank Amount  Rank
(mEUA) (mEC ) ' (mEUA)

Jamaica 20.6 30 5.9 30 5.9 34
Botgwana 19.0 22 6.7 27 6.7 32
Suriname 1S8.0 3 1.3 45 1.3 51
Vanritius 15,2 34 4.¢ 2 4.2 37
Guyana 12.8 35 2.7 40 2.7 hé
Swaziland 12.0 3¢ Gote o220 2.8 30
Garbia 1i.5 37 2.7 40 5.2 36
Solomon

Islands 10.7 38 0.1 56 2.3 47
Trinidad

and Tobago 10.2 39 3.1 ac 3.1 &5
Papua Mew

CGuinea 10.0 40 3.3 38 3.3 42
Fiii 9.9 41 4.6 34 6.7 32
Gabon 0.0 42 4.3 35 11.0 28
Equatorial
* Guinca 7.0 43 0.3 S4h 0.3 56
Comoros 6.3 &4 2.6 42 4.5 32
Y Samoa 4.8 45 1.4 46 4,2 39
Cape Verde 4.0 46 1.7 45 2.5 L5
Diiboutdi 3.9 47 1.2 40 1.2 50
Kiribati 3.5 48 - 57 2.3 L7
Saint Lucia 3.2 49 0.5 51 .5 52
Tonga 3.2 50 1.4 46 2.5 45
Barbados 2.6 51 2,0 44 2.0 40
Dominica 2.5 52 4,1 36 4,1 40
Seychelles 2.4 53 0.7 50 0.7 52
Grenada 2.0 54 0.2 55 0.2 57
Bahamas 1.3 55 0.4 53 0.4 55
Sao Tome and

Principe 1.8 58 8.5 51 0.5 5
Nigeria 0.9 57 4.0 37 4,0 41
Tuvalu 0.5 2 - 57 0.2 57
Saint

Vincent - 59 - 57 - 5¢
Total (59

ACP states) 1,020,4 606.7 901.6 90

Source: Commission and Court of Auditors

Note: Column (3) does not include disbursements of 85.6m EUA for the benefit
of more than one ACP country. Disbursements include expenditure on
Delegations in ACP countries.



b) Mediterranean Aid

The Community has concluded individual association or co-operation
agreements with the Maghreb (Algeria, Morocco and Tunisia) and Mashreq
(Egypt, Jordan, Lebanon and Syria) countries of Horth Africa, with the
Mediterranean island states and with certain other Middle L[ast countries
(including Israel but excluding OPEC members). These agreecments have
financial protocols covering development agsistance. Most were being
renewed in 1981 and 1982, although the financial protocols with Cyprus
and Malta expire in 1983. The Community's relationship with these
countries partially reflects the contractual relationship between the -
EEC and the ACP established under the Lomé Conventions. However, the
aid component is less important in the Mediterranean agreements, not only
in comparison with the trade issues covered in the agreements, but also,
generally, in comparison with non-concessional financial provisions (in

particular, loans from the European Investment Bank).

The expiring financial protocols with the Mediterranean developing
countries cover pledges of Community aid (in the form of grants and soft
loans from the EEC budget) to the value of 547m Fua. The EIB provided
loans from its own resources to these countries under the same

protocols to the value of up to 483m Eua.

Community aid commitments to Mediterranean developing countries
amounted to 182.23m Eua during 1978 and 1979, but net disbursements
reached only 45.46m Eua. (£29.33m) (see Table 6). Thus relatively
little money has yet been disbursed as aid to Mediterranean developing
countries. As with aid under the EDF, the funds are used to finance
individual projects to promote development but there is no export

earnings stabilisation facility.
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Table 6. Net Community Aid Disbursements to lMaghreb, Mashreq and
other Mediterranean Countries® (1973 and 1979)

mEUA
Turkey 31.22
Foypt 7.09
Tunisia 3.11
Syria 2.11
Jordan .82
ialta 0.36
Morocco 0.0Sb
Lebanon 0.00
Alseria nil
Cyprus _ nil
TOTAL 45,46

Source: Court of Auditors

Motes: a. Excluding Greece, Portugal and Yugoslavia. Isracl also
excluded becausc audited figures not available.
b. Less than 0,05

e) Ald to lon-associates

Expenditure under this recently established annual programme covers
finanéial aid and technical assistance to thoée develoning countries not
associated with the Comnmunity under Lomé or the Mediterranean agreements.
The countries eligible'to receive Community aid under the non-associates
programme include the whole of developing Asia and Latin America, plus’
Haiti, Mozambique and, in theory at least, Cuba, Angola and the Maldives.
Hence this group inciudes some of the largest and poorest countries in
the world, including India, Banjladesh and Indonesia, and countries
which have been promiunent leaders in the Croup of 77. Yet the Community’s
programme of finencial and technical aid for these countries is much
smaller than that devoted to the ACP countries under the European

Davelopnent Funds and much less efficient in its operation.

By 1980, a total of 24 individual developing countries had
racelved Community aid under this programme: 73% of the allocation had
been made to Asian countries, 20% to latin America, and 7% to Africa.
The allocatiors have concentrated on the agricultural sector and on
rural development projects. They have often been made through regional
bodies and in co-financing arrangements with other donors. The
annual allocation of funds for this programme in the Community budget,

which started from a very low base of 20m u/a in 1976, reached 133.5m
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Fua in 1980 and 150m Eua in commitment appropriations for 1931. The
regourecas, howcvcr; remain greatly under-used. Cumulative disbursements
from 1976 to the end of 1980 totalled only 74.8m Eua. With a staff

of seven to administer a programme covering most of the Third World
(compared with several hundred in Drussels and a network of 42 overseas
oifices for EDF aid under Lom&), this initiative is often regarded as the

"Cinderella’ programme of the EEC's overall development strategy.

d) Food Aid

The Conmunity's food ald programme is open to all developing countries.
It can best be descrited by separating it into cereals (foodgrains) and other
commodities (mainly dairy products). The EEC as a body is committed to
providing 1,287,00C tonnes of cereals food aid annually under the 1971
International Fcod Ald Convention. This amount was raised to 1,650,000
tonnes in 19301. The obligation is shared between the llember States, who
provide 44% of the total out of their national budgets, and the Community’s
general budget which finances 567, administered by the EEC itself as

‘Community actions’.

The rest of the Community's food aid programme - 150,000 tonnes of
dried skimmed milk powder, 45,000 tonnes of butteroilz and a small amount
of sugar in 1930 - is administered by the Commission, charged to the
Community budget and executed as a purely Community programme. Unlike
cereals, this part of the programme is dominated by the objective of

surplus disposal.

Comnunity food aid is costed at prevailing world prices. This is
normally reasonable in the case of foodgrains, but in the case of surplus

cormodities, notably dalry produce, 1t creates a noticeable divergence

1 By 19G2, the cereals allocation approved by the ITEC Council of Ministers
had risen to 1,927,000 tons. Deliveries are always considerably below
the volumes initially earmarked.

2 The same amounts of both products for 1981 and 1982.



- 19 -

between the real cost of the programme to the Community and the higher
budgetary charge to the Member Statee via the Community budget. The valne
of the aid to the recipient countries is more difficult to assess, but
represents a completely different figure. Fartly due to the budgetary
constraints and in the absence of an agreed management regulation for

food ald, the Community's food aid programme is still executed on an

annual basis.

In 1979, food aid disbursements (valued at world market prices)
totalled 25%m Fua. To this could be added export refunds on food aid
charged to Chapter 6 of the Community budget, to the value of 300.6%m Eua

in the same year.

£ could be argued that food ald goes some way towards correcting the
geographical bias in Community aid towards ACF countries. But food aid
has such shortcomings both as a form of aid and in the manner in which
the EIC programme is administered that no straight comparison can be made

with project aid or Stabex payments.-

e) Fmergency Aid

This small Community programme overlaps both the aid programme to
ACP states and the worldwide food aid programme. Under the first Lomé
Convention provision was made for ‘exceptional aid' to ACP countries of up
to 150m Eua (£62.5m) from the ED¥; this was increased to a maximum of
200m Eua (£129m) under the second Lomé Convention. In addition, the
Commission is entitled under Article 205 of the Treaty of Rome to
decide on the allocation of funds in support of international relief
operations from the general budget of the Community. These funds may
go either to ACP states or to other developing countries. The two
components can nevertheless be seen as a separate Community programme
conceived to permit an instant response on the part of the Community to
natural disasters, or comparable extraordinary circumstances. The aid in
question 1s usually provided in the form of food or essential supplies;
sometimes allied transport facilities are provided and works projects have
on occasion also been included under the programme. If the Community
cannot provide suitable food from its own contingency reserve, it may buy

food for emergency aid on the world market. This rarely happens, but in
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1980 the Community bought red beans as emergency aid for Micaragua.
Disbursements of emergency aid in 1979 totalled 30.l1m FEua. The 'instant

response’ cannot be vouched for with such exactitude.

ATMS A} MOTIVES OF EEC DEVELORMENT AID

Given that we have portrayed the EEC's development policy in isolation
from its trade and political components as o somewhat incoherent sum of
disparate aid initiatives, lacking internal balance and propelled by a
momentun of ex-post response to changing international circumstances, it
may be queried whether the Community does have an overall set of aims
for its aid policy and whether its aid objectives are of particular
reclevance to the Third World., Paradoxically for an aid programme not
primarily determined by the narrow confines of national interest, the
objectives in relatlon to the ‘donor constituency’ do seem to be paramount.

We therefore treat these first.

a) Dcminant Policy Aims in Relation to Domor Interest

For the EEC, having a separate Community aid programme is its own
justification. Although initially inherited from its member states’
colonial era, aid programmes give the EEC qua Community (happily free of
a colonial past) the justification for having a development policy, and
onc which carries consilderable weight among Community institutions. One
of the fourteen Commissioners is respongible for development, and a -
whole directorate-general in the Commission ig in practice devoted solely
to ald administration. Ald policy occupies an increasing share of the
time and activities of the European Parliament, the Economic and Social
Committee and the Furopean Court of Auditors. Apart from regulatory
actions relating to the Common Agricultural Poliecy, aid and development
policy, impinging on the EEC's international trade policy and on political
issues such as the Euro-Arab dialogue, probably has the highest profile
overall among Community policies. 1Its merits may be poorly recognised
even in some member states (UK, Germany) but in many African countries
the 'FED’, at least, is taken to be the sole, and solely positive, outward

manifestation of the Community.

This leads us to identify a second motive for EEC aid: to fulfil »

representational function. Unlike nation states, a basically economic
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grouping such as the EEC has no network of ambassadors and no independent
forelgn policy. But as a result of the early association arrangements,
EEC aid has provided the vehicle for highly visible representation in

the Third World. This takes various forms:

- delegations‘in nearly every ACP country (until recently staffed
and financed from the recipient’s aid allocations) plus two
regional offices representing the Community in Bangkok and
Carécas;

- a propensity for highly visible aid projects of the 'concrete
and tar and railway track' variety, sometimes in disregard of the
recipient country's priority needs, absorptive capacity or
related manpower and recurrent cost considerations;

- inflated attention to self-publicity (perhaps attributable to
the Community’s still being a relatively young institution and
therefore somewhat unsure of itself) as evidenced by the highly
uncritical Courier magazine produced in Brussels for free
distribution in Europe and the ACP countries (subsidies being,
again, drawn from the EDF aid fund); the development of a
personal role for the Commissioner (at least in Cheysson's days)
in determining aid arrangements with individual African heads of
state; and the raising of expectations making subsequent
negotiations much more difficult (the Lomé conventions are
purportedly signed 'on the basis of complete equality between
partners’; Stabex 1s portrayed as a ‘sickness benefit' and

‘unemployment benefit' insurance scheme, etc.)

Using the aid programme as the ambassadorial vehicle for the Community
throughout the Third World has moreover provided a justification for the
tentative 'globalisation' of Community aid, adumbrated in the Commission's
1974 'Fresco' and initiated in the. late 1970s. Without the new, albeit
small, prograrme of financial aid to non-associates the Cormunity as such
would have no presence in Asia and Latin America bther than thaﬁ ﬁrovided
by the percéived benefits of the Generalised System of Preferences (rather
modest}, occasional deliveries of food aid and some regional co-operation
agreements (e.g. with ASEAN) which remain ét the level of declarations of

intent.
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Returning from the still inchoate global approach, one clear objective
Oof ¥EC aid remains to further the Furopeans® alleged comparative advantage
in economic and political relations with Africa, It is not obvious why the
EEC - and particularly the Commission -~ should have latched on to this
somevhat nineteenth century role with neo-colonial and raternalistic over-
tones, but as a result, the two continents -~ and the area between them,
the Mediterranean -~ are deemed to be natural partners due to historic and
cultural traditions, and to be economicallr complementary.: Africa is
still marked down as.a 'zone of privileged intervention' for EEC aid,
as the Community itself spreads southwards and attempts are made through
the Euro-Arab dialogue and association agreements with individual
Mediterranean countries to develop a continental zone of influence.
Such crude geopolitical strategy may seem naive; it has little to
do with an assistance policy determined by development need; but it
remains an inherited frame of reference within which the Member States
are still prepared to work. The ACP's growing dissatisfaction with the
Lomé arrangements (inadequacy of Stabex funds within the EDF to meet
legitimate claims, conflicts over market access over products such as
textiles, sugar and animal feeds, where the economic interests of the
two parties were already not complementary) and the fact that the African
countries longest associated with the EEC aid programme include many of
the Third World countries with the pdorest development ﬁerformance,
indicates that the longstanding African focus of EEC aid has not been
a resounding.success in development terms, though the 'burden-shouldering'
and the vestiges of neo-colonialism may have been an cbligation thrust on
the EEC in the early stages. To some of the main agents on the donor side
of the aid relationship this might not of itself be considered a shortconing,

since a further characteristic of EEC aid is that it is more to do with
co—operation than with promoting development. Co~operation means harmonious

relations at high govermment level, the proceeds of which accrue on the
political plane to nation states in the conduct of their foreign policy
and military strategy, and in the commercial sphere to private operators
in trade and investment outside the realm of the immediate aid'programme.
On the other hand, some components of EEC aid - not least the
maladministered parts of the food aid programme and certain of the

EDF's past prestige projects which the current Commissioner, Edgard Pisani,
refers to as ‘cathedrals in the desert' ~ have been clearly anti-develop=-

mental,
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Finally, what of the EEC's basic economic objectives in running this
large and complex aid programme? Disbursement of public funds provides
osmmarcinl epin~of£s, shared disproportionately (see Table 7) between
Member States' firms (France and Italy being major net beneficiaries under
EDT and food 2id supply and transportation procurement rules); but one-
third of EDF contracts are now awarded to 'local' ACP firmz, a share not
attained by many other aid donors. Under the terms of the Locn® Convention
moreover, ACP governments have a theoretical right toc go further, since they
themselves formally select the winning tender and are obliged to choose not
the cheapest but the 'most economically advantageous' terder, which could
clearly be interpreted as the one with the greatest loaal content or the

one generating the most employment over the long term.

Table 7,
Contributions to EDF IV Award of contracts by
by Member States nationality of enterprise (ACP
excluded) under FDF IV, as at
30 June 1980
A 7%
France 25,95 France 33.05
Italy 12.00 Italy 12,00
V! Germany 25,95 W Germany 17,22
UK 12.70 UK 11.23
Belgium 6.25 Lelgium 2,839
Netherlands 7.95 Netherlands 7.41
Denmark 2.40 Demnmark 1.1¢
Luxemboury 0.20 Luxembourg 0.51
Ireland 0,60 Ireland 0.50
100 100

Source: Commission.

The aid projects selected have been concentrated on developing public
utilities which could never attract commercial lending (particularly tran-
sport infrastructure) though the result of the subsidised investments has
often had a predominant export slant, as has the share of aid allocations
made to apgriculture. Stabex transfers were designed as a means of ensuring

stable low-cost supplies of African commodities for Zuropean markets though
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by deft footwork the ACP nepotiators delinked the transfer use from the
trlggering sector and converted the Stabex part of the ENT inte lavgely
untied budgetafy and balance of payments support, in stviking contrast
to the strictly end-uge tied projeét aid approach emplonved by the EEC

elsewhere.

Considerations of surnlus disposal povern the dalvy parik of the
food aid programme though this does not pre :lude it from having beneficial
effects under favourable circumstances (2ege Operation Vinod II in Inddia)
whereas FEC cereals foed aid (mostly wheat) has pfﬂvsd A wonily option for
some African nations now heavily depandent onm impor@w:d Load, whose
govermments have studiously neglected to offer remuncrative prices to
theilr rural producers. Finally, security of supply of mineral resources
has been a guiding factor for the more recent EEC aid luitiatives. -Con-
fronted by a submission from Furopean mining companies lamenting the downturn
in new non-oil mineral investment in Africa (comparsd with investments in
the rest of the world) the Commission and the Member Ztztes responded
with a new production support scheme -~ Sysmin -~ {(only loosely modelled
on the Stabex earnings guarantee scheme for agricultural products), an
attempt to devise Community-level guarantees (i.e. implying sanctions) against

-

nationalisation or expropriation, and an additional trarche oI Jending

for the mining sector.

What could most obviously be expected from the EFC as an aid donor-
encouragement of economic groupings and regional trade agreements within
the Thifd World -~ has not in fact happened. The ACP group exists only for
EEC purposes and acts as nmuch as departure from Group of 77 principles as
a means towards Sovth=-South co-operation. The fact that aid relations
with the larger Third World countries such as India, Indonesia and even
Migeria (the last-named alone among the ACF not to have drawn.capital
aid during Lom& I) are kept to a minimum indicates that the EEC is much
more at ease dealing with small, familiar goveroments, even though the

aid policies of its member states may take quite different directions,
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b) Policy Aims of Special Interest to Developing Countries

For those developing countries‘in the ACP group, the EEC's development
policy offers more than just the rhetoric of partnership, though the
semblance of negotiation on equal terms is in itself no doubt attractive
to many governments, Under the Lomé arrangements they are offered a package
of devi:lopment measures -~ preferential trade access, various forms of aid
and institutional support and the right to he consulted on certain EEC
policies (such as the annuai GSP offer, enlargement of the Community)
which may have an indirect impact on ACP developmenf prospects. These
are important considerations which have yet to be fully'exploited due

mainly to poor co-ordination among the ACP countries.

The aid component is particularly attractive for the ACP govermments
concerned because it is offered on very soft terms and it is 'programmed!'

over five years.

Wearly four~fifths of EDF aid is provided as grants (more for the least
developed category of countriecs -~ a list which for EEC-Lomé purposes is
actually longer than the official UM list of least developed countries
worldwide) and the remainder attracts only a maximum of 17 intecrest with
repayment being phased over 40 years with a 10 year grace period. Stabex
transfers are made in foreign exchange, very few countries rcimburse in

practice and those which do pay no interest.,

'Indicative programming', despite 1ts Vichyist overtones, is appreciatec
by the ACP govermment recipients since it allows them to plan devclopment
spending with rcasonable certainty that funds already earmarked will be
made available, The initial Lomé I experiment with indicative aid
programmes in the form of project lists has however been abandoned
in favour of a more flexible -~ and more realistic - pre-allocation of
funds by sector. Above all, the indicative aid programme enables the
government to fix with the donor the overall amount of EEC soft finance
available for commitment over the five-year period - few other donors are
as forthcoming, particularly with some of the less favoured governments
in Africa. Any other aid mechanisms brought into play under the Lomé
arrangements (Stabex drawings, 'regional' aid for more than one country,

emergency assistance, Sysmin loans) arc additional to the programmable



part nnd are thus rcgarded by the recipient as a bonus, Overall the aid
package looks highly seductive to ACF govermments, and appears to entail
fewer obligations than, say, poiitically shaded bilateral aid, D' balance
of payments support with matching conditionality, or even World Bank loans
and IDA credits, Fof those outside the ACP group, however, few of these
favourable conditions apply. Even forvthe Mediterranean countries, terms
arc stricter overall and disbursements slower, although attempts to plan
aid over a’ five~yecar framework have been mad ., TFor the rest (including
food aid) aid allocations can be planned only on an annual basis and the

recipient lacks any of the iegal guarantees to its aid entitlement.

Secondly, the Third World recipients tund to see EEC aid as a
means of relieving some of the Community's harsher trade policies -
on agricultural protectionism, for instance, In the long term they may
well be the losers, however. Food aid continues, say EEC spokesmen,
because there exists an ever-expanding demand for it, The demand
comes often from govermnments whose support iz drawn almost solely
from the privileged urban areas. EEC aid to develop domestic sugar production
(vhether for import substitution of for export) is no longer available
and w ile the ACP states and India are 6ffered guar#nteed access for
quotas of cane at "megotiated' prices, the market price obtainable by
the rest of their (and the Third World's) cane sugar production is depressed
by the EEC's unrelenting beet sugar export drive. The EEC is now the
world's second largest sugar crporter. The EEC has been less keen to
promote effective structural adjustment measures in cane-dependent
economies, Although aid was available to finance infrastructure and
promotc industrial projects, lauritius found itself obliged to conclude
'voluntary' export restraint zggreements with the EEC on textiles as soon
as its more diversified export economy started to prove an efficient compet-

itor.

Lastly, EEC aid has traditionally treated the local costs issue
quite favourably; moreover in the past year the EDF Committece has .

begun to approve projects with a high maintenance cost element.,

Diversity brings its own rewards to the favoured aid recipients.
For the ACP, at least, not only does the EEC aid machine offer a wide range

of aid types (project aid, Stabex, technical assistance, training,
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institutional support) but it also appears to act as an 'eleventh donor'
in Furopean terms, so small has been the progress on intra-community aid

co~ordination to date - in marked contrast to EEC external trade policy.

PRINCIPLES OF THE EEC AID PROGRAMME

-a) Country Concentration

By now it should be clear that the geographical focus on Africa,
inherited and adapted over the years, has been elevated into a basic
principle for the EEC's development policy., This has arisen from a number
of causes: France's overriding political interest in Africa, crucially
at the time of signing the Treaty of Rome, and consistently ever since;
the adoption of a quasi-colonial policy of political association and its
adaptation into a co-operation relationship between the EEC and African
states; and the belief that Africa, the continent where the super-powers
hold less sway, remains fertile ground for continuing European assistance

and influence.,

The geopolitical focus on Africa has been modulated only slightly

. by the inclusion of small Third World countries in the Caribbean and the
South Pacific in the special relationship since 1975, One could in fact
argue that it has simultancously been strenghtened by the growing importance
attached to the co-operation agreements with the individual states of MNorth

Africa along the Mediterranean coastline.

Africa's primary role in the EEC's aid strategy is reinforced by

~ another set of principles evolved by the EEC, Firstly thc principle that
those initially favoured (the original francophone African associates)
should have their privileges maintained indefinitely: the principle of
'maintenir 1'acquis'. Thus, they now believe themsclves entitled to
compensation from the EEC (in cash or in terms of new policy initiatives)
should the Community take any new measures in favour of other Third World
countries, Secondly, membership of the favourced ACP group itsclf is
determined by the somewhat nebulous principle of admitting only states
having 'comparable economic structure and production' to the cxisting onaes.
Clearly the principle does not bear close scrutiﬁy -~ among the longest-

sarving EEC associatas, Gabon's economie structure and production (GNP per
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head in excess of £3,500 per annum; agriculture accounting for less than

5% of GDP; the mining sector - oil, manganese and uranium - providing

907 of exports) is hardly comparable to that of a poor agriculturc-based
cconomy such as Chad or Upper Volta. Nevertheless, the principle was invoked
to exclude from the Lomé arrangements such states as ‘Bangladesh, while
admitting an array of small islands outside Africa. It could be used agnin
to rrevent globalisation of the Community's development policy.

~ Some would question wheother the "maintenir 1'acquis' principle has
any operational cffectiveness nowadays. The original associates are not
specifically favoured by the Community at the level of trade or tariff policy
monetary policy (except under bilateral arrangements with France), with
regard to theCommunity's policy on commodity arrcements, and so on. The
francophone associates are now outnumbered by the other ACP states, which
also have a far larger cumulative population. But it is precisecly in
respect of aid reccipts (project aid and Stabex transfers) that the original
francophone recipients ‘do maintain their privileges. Table 5 shows how
well Scnegal, Niger, Mauritania, Mali, Upper Volta and the Ivory Coast
do out of the EEC's aid disbursements compared with the other Lomé
signatoriecs (themsclves far in advance of other Third World countries).
Their relative benefiss are further cnhanced if calculated on a per capita
basis (Gabon would then, paradoxically, rank among the leading beneficiaries.
and if disbhursements from previous EDFs during the Lomé& I operational period
vere ‘included.1 They have thus ensurcd that their aid advantages have not
becn eroded. This implieg that the EEC's main aid programme -~ the FDF -
remains somewhat the prisoner of its past and can respond only with diff-
iculty both to changed international economic and political circumstances
and to advances in development theory. What are the instruments of this
conservatism? They lic within the separate decision-making framework
erccted ab initio for the EDF which gives the Cammiséion2 (and not the

1 During 1976-30 (Loméd I, funded through EDF IV), over 450m u/a
from EDFs I to III were disbursed to the original associated
African states and Madagascar.

2  Perhaps one example will suffice here. Allocation betwcen ACP countries
of the programmable portion of the EDF (about $3m in the current Lomé
II exercise) is determined solely by the Commission and not by the
governments which are to provide the funds.'
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funding governments) direct control over the bulk of the Community's
financial aid programme and also substantial discretion in awarding Stabex
payments., This, it must be said, 1s an unusual role for an unelected
body, and onc endowing its officials with considerable power, so far cxer-
cised largely in the absence of control and cvaluation by outside bodies
(the Parliament and the Audit Court have morc control over aid programmes

drawing amthce Coumunity's budget than they do over the EDF),

b) Powerty Focus

Aiding the poorest countries is not an overriding principle for the
Community though it remains a statement of intent. The Mediterrancan
states arc not among the most ald-needy, while the poorest countrics in
Asla recelve only modest amounts of fimancial zid. But 21 of the
31 least developed countrics on the Ul list are in Africa and arc
consequently countries of aid concentration for the EEC, About two-thirds
of EDF aid, according to the indicativc programmes of Lomé I and II, goes
‘to the 35 least developed countries on the EEC's own, more extended,
list. Because the grant clement is very high, this aid is limited morec
by the donor's perceptions of absorptive capacity than by credit-worthincss,

By the nature of the multiiateral operation and its origins, EEC aid
has becen more at case on bilg public works projects - roads, railways, urban
hospitals, hydroelectric dams - than on small aid projects which directly
affect the poorest people., But there has becn a laudable attempt in racent
years to launch 'micro-projccts' (tripartite ventures involving local
communities), and to cofinance projects with iGOs, not only in ACP countrics.
Sometimes these ventures have suffered from being subjcected to the same

criteria and centralised chain of command as the traditional projects.

‘The Commission's delegations in ACP courntries are urban-based and
usually remote from the problems of the poorast people; delegates have
rclatively few powers to approve aid spending and are barely. imvolved
in Stabex operations., MNearly every decision has to be rcferred back to
Brussels., The newer programme for thc non-associates is more flexible
since much of the aid goes as joint finance or parallel finance with
other donors, though even herc there is a residual reluctance to use the

field offices of the EEC's own member states. Despite the new policy
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declarations in favour of aid to promote domestic food self-sufficiency,

most of the agricultural spending goes on export érops produced by the
better-off farmers and food aid rarely benefits producers of local staple

crops.

¢) Partnership

It could be claimed that the present attempt to‘analyse the aid
programme separately is misguided since it forms only a part of a co-
operation package, replete with a panoply of different instruments in the
case of the ACP, a little more sustere, perhaps, for the other Third World
"countries. For both sets of countries, co-operation with the EEC implies
gsome form of partmership, which, we are led to believe, goes beyond the
traditional donor-recipient relationship seen elsewhere with bilateral

-aid. "This can best be tested with respect to the ACP countries, where
‘the partnership principle is at its most highly developed. The partners

are bound by a legal contract to co-operate and for this purpose joint

" institutions are set up. Moreover, the Lomé relationship when launched

was described as a model to be emulated by ‘other North-South groupings.

In fact, the partnership principle has not been extended to joint
decision-making. Only one of the EEC's aid bodies having an executive
function, the Committee for Industrial Development, is jointly managed
with the ACP states — and this is an area which has been starved of funds.
The reality of consultation and 'joint decision-making' is quite different
from the facade. 'Individual ACP countries have as much say in determining
priority projects for aid funding under some bilateral aid programmes
(e.g. from the Scandinavian donors) as they do under the Commission's
indicative aid programming. ‘Consultation’ over how to resolve the problem
of Stabex claims in 1981 and 1932 was limited more to 8evising methods for
reducing the claims fairly rather than raising the full revenue to nect them.
On enlargement, Greece was admitted as a neww EEC member before the ACP
were corisulted on measures to protect their interests and the same is
likely to happen when Spain and Portugal join - with potentially devastating
effect, particularly on some of the southern Mediterranean economies.
Overall, developing ocuntries are no more partners under the EEC's aid
programme as they are under bilateral aid. But as client states in an
aid relationship they need not share the responsibilities of partnership

either.
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d) Lepalism

Unlike nation-states, the EEC exists by virtue of legal treaties.
It {s therefore not surprisiﬂg to find that aid arrangements are bhased on
legal princinles and governed by legal contracts. In the case of the Lomé
convention, this endows the aid relationship with a favourably distant time
horizon (five yeérs)l although most other aid has to be planned from year
to year and can sometimes be the victim of the Parliament's own budgetary

(1f not legislative) procedures.

The five-ysar contractual relationship is not however without drawbacks.
Far too much time and multilingual paperwork is expended for gatherings
of bver 70 states (63 ACP, 10 EEC) reviewing the existing convention
and, barely a couple of years after it enters into force, beginning to
negoﬁiate a new oﬁe, Yoreover, all the FEC's aild programmes have by now
been inﬁaded by fofmality and legalism, often to the detriment of
developnental effectiveness. For instance, twenty-two stages can be
enuﬁérated in the response to a request for food aid under the regular
procedure. For emergency food aid the number of stages is reduced to
eighteen. Instances can be cited where emergency food aid arrived one and
half years after the emergency in question had passed. Legalism is clearly
the enemy of flexibility of response. On the other hand, reinforcement
of the legal link between ald supply to governments and the observance
of mininum standards of human rights was mis-handled by the Commission
in 1978/79 and, having rebounded on the EEC, has since failed to be

developed as a policy.

e) Co-ordination or innovation?

Since the harmonisation of internal market rules and procedures has
been a function of the EEC's executive institutions, one might expect that it
fell to the FEC's development agencies to harmonise, or at least co-ordinate,
the aid policies of the member states. This has not in fact occurred.

Member states' bilateral policies are as diverse as ever and their remaining
ald channelled through the World Bank, UNDP and financial support through
the D' often appears to be in competition with EEC aid (for instance,
Stabex transfers and drawings from the IMF's Conmpensatory.Financing

Facility address a sinilar problem: payments from each can sometimes
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overlap, but the EEC offers much softer terms; similarly, the EIB has been
known to pick up and finance agro-industrial and mining projects rejected

by other multilateral lenders).

Insfead; the Community has attémpted to disfinguish 1£§ aid programme
not ‘only from those of the member states but in parficular from those of
the multilateral agencies, judged in Brussels and Paris to be dominated
by American interests. Thus, though the Co..unity is now big enough and
important enough to have a world-wide aid progfamme, the EEC maintains that
this would cause its aid to be spread too thinly {yet it is not at all sure
that the concentration on Africa has been to Africa‘’s advantage). Instead
of conditionality - recognised as an inherent part of the aid business for
every donor and lender - the EIC likes tovprétend that it alone acts with
its selected partners in a spirit of unfeticred co-operation. Many of the
innovative features are little more than cosmetic changes devised to
overlay the legacy of the association‘policy and toliéﬁd distinction to the
EEC programme per se. Those which have more substance ﬁen& not to be
offered to the &eveloping countries which could benefit the most from

~ their provieion.

ISSUERS FOR THE 1980s

Claude ‘Cheysson’s elevation from EC Commissioner to the External

' Affairs Minister in the litterand government in 1981 left a gap at the apex
of the EEC aid/co-operation hierarchy which, under the terms agreed between
the member governments, another Frenchman ﬁad to £i1l. Commissioner Pisani
thus inherits a highly personalised and distinctive but internally
unbalanced 2id programme, for which reform is overdue, but at the same time
has to preserve some of the features of obvious benefit to French interests.
'Hé has to develop the existing Lomé.relationship at a time when aid resources
are lilkely to be scarcer as a consequence’of recession and when the ACP

- themselves have become increasingly disenchanted by the Lomé relationship.
Renegotiation with the ACP starts in 1983 and the Community s position has
to be established through consultation between the EEC govermments during
1982, TFnrther regionalisation after the manner of the renewed Maghreb/
Mashreq accords is likeiy, with increased Community atteﬁtion to the

" developins states of Central America already floated as a possibility (not
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merely as.a French ploy to annoy Washington). Pledges to increase aid

to the least developed countries will probably not translate as offering
Bangladesh aid terms as generous as those to EDF recipients, but any move
to focus aid spending on thé poorer developing countries would not only
be & welcome new initiative from the EEC but could represent the
beginning of a reversal of the trend now observable among bilateral
donors towards the use of aid budpgets for export promotion predominantly
deeioned to bend GATT rules and to sell surplus capacity goods and
services in middle income ldcs.

It is clearly time for the EDF itself to undergo reform; both to
render its decision-making processes more transparent and to permit the
endogenisation of learning from past mistakes and to let the experience
of other donor agencies feed back more freely and in manageable
form towards the policy makers. Within the EDF, the Stabex mechanism,
greatly appreciated by most of the ACP govermments as a free foreign
exchange windfall without any strings attached, requireg a clarification
(by ACP-EEC consensus) of its objectives, securer funding and stricter

control.

The nezeded Reform will not be without pitfalls. !ore EEC aid
concentration on the liaghreb/ilashreq states may end up as a residual
and merely face-saving component of a still very confused EEC Mediterranean
strategy, not helped by the fact that the southward creep of the Community
itself, originally masterminded by the French under Pompidou may be
halted by 2 new French govermment which finds the prospect of internalising
an expanding Spanish production economy (despite the concomitant prospect
of market of 37m consumers) too much of a challenge - not, in the
first instance for the Southern Mediterranean associates, but for France

herself. The present quandary arising from seeing mare illorum as mare

nostrum has led to Community schizophrenia, particularly within the
Commission, in the attempts to formulate both a Mediterranean regional and
development policy. Community food aid is bound to continue, probably

in enlarged amounts even for dairy foods, despite the doubts expressed

by a wide range of evaluators - not least the Court of Auditors in their
1981 special report - because the demand from many ldc governments continues
to strengthen. The least one can hope for is that administrative and

managerial procedures (which are a proximate cause of the EEC's food aid
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failures) will be radically revised. Lastly the Commission itself -

" having accrued, as well as having been vested with — abnormally extensive
powers over ald decision making as regards the EDF, needs to subject
itself to much closer scrutiny or failing that open itself to policy and
performance audits by odtéiders. A small start has been made by the
aforementioned European Court of Auditors. In the British constitutional
model, one would expect a backbench Parliamentary Select Committee to

be the prime mover in policy, as opposed to mere financlal, audit, but
the equivalent Community body, ‘the European Parliament's Development

and Co-operation Committee chaired by Prince Michel Poniatowski, has so
far failed to perform this role at all adequately. The ACP, vhether through
thelr Secretariat or collectively at other levels have exerted little
real influence for reform since the mid 1970s - vested interests weigh
heavily here: while the much more important non-associated ldcs have
only a very narrow channel of communication on trade access issues, and

- none at all on aid matters. For the EDF in particular, already near to

- 4t5 silver jubilee and longer in the tooth than the World Bank's IDA,

* 'mach still remains to be done to improve performance.
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