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FOREWORD

The year 2001 was one of fundamental reform for the management of EC external assistance with the aim of
improving the speed, quality, impact and visibility of projects and programmes throughout the world.

On 1 January 2001, the EuropeAid Cooperation Office was created bringing together in a single organisation
responsibility for managing the whole life-cycle of projects from identification to evaluation, while responsibility
for programming was consolidated within the Directorates-General for Development and External Relations. A
new Inter-service Quality Support Group was set up to contribute to improvements in programming and the
Commission presented 112 new country strategy papers (CSPs), establishing coherent multiannual frameworks for
defining relations with third countries.

Inevitably for a reform of this scale, the full effects will take time. However, there are already some positive
results, for example in terms of improved budget execution. The recent meeting of the OECD Development Assis-
tance Committee (DAC) has recognised these efforts: ‘The European Community has substantially improved its
development policies and strategies since the last review in 1998 ... This statement is part of the summing up of
the DAC findings. It encourages the Commission to follow up the pace of reform.

With respect to development policy, the EC made significant progress in strengthening the poverty focus of its
programmes, taking concrete measures to support the achievement of the Millennium Development Goals
(MDGs). This included the adoption of an ambitious action programme for EC development policy. Within this
agenda, the Commission also adopted a far-reaching plan of action on fighting poverty-related diseases in the
developing world.

Coherence between development policy and other policies was also strengthened. The European Council in
Gothenburg agreed on a strategy to integrate environment and sustainable development into EC development
policy. And the launch of a new trade round at Doha emphasised the links between trade and development.

The 2001 Annual Report responds to requests from both the Council and the European Parliament that it should
be comprehensive, based on solid data and results oriented. It represents a positive step in this direction that will
be further developed in the future.

This report provides information on programmes implemented and assesses achievements on the ground: from
promotion of human rights in the Balkans to water management in Asia; from health in Africa to training and
education in Latin America; from rapid mobilisation in Afghanistan to institution building in Russia.

As a new element this Annual Report contains a feature article. The Commission, as most other donors, is moving
increasingly towards a more result oriented development assistance. The feature describes work in progress, and
presents ‘where we are’ with developing effective and reliable ways of measuring the impact of our external assis-
tance.

We still face huge challenges. But the objectives are clear — improving the performance of EC assistance and
contributing to security and prosperity for all.

Chris Patten
Member of the Commission responsible for external relations
Chairman of the Board of the EuropeAid Cooperation Office

Poul Nielson
Member of the Commission responsible for development
Chief Executive Officer of the Board of the EuropeAid Cooperation Office

Glinter Verheugen
Member of the Commission responsible for enlargement
Member of the Board of the EuropeAid Cooperation Office

Pascal Lamy

Member of the Commission responsible for trade
Member of the Board of the EuropeAid Cooperation Office

Pedro Solbes Mira
Member of the Commission responsible for economy and finances
Member of the Board of the EuropeAid Cooperation Office
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INTRODUCTION

This report summarises the first year of EuropeAid Cooperation Office’s implementation of EC external assistance
activities (7). Its coverage is broad, from overall progress towards the Millennium Development Goals to individual
examples of how EC money has been spent and what it has achieved. The EU is the largest donor of external assis-
tance in the world, and EC spending makes up roughly 10 % of world ODA. This report accounts for the € 9.7
billion committed and € 7.7 billion paid by the EC in 2001.

Vital to the success of these activities is the reform of the management of external assistance. This report itself is
a key output of the reform — bringing greater transparency and accountability to EC policy and actions in this
area. By providing a consolidated account of all geographical and horizontal programmes, this report replaces a
number of programme-specific reports that have been published in the past.

Progress made in priority areas for reform — improving programming, reunifying the project cycle under one roof
and increasing responsibility for delegations on the ground — is detailed in Chapter 1. The reform process,
launched in May 2000, still has a way to go in achieving its objectives, but improvements are already evident. For
example, for the first time since 1990, there was a reduction in the level of outstanding commitments waiting to
be paid.

This first section also underlines the importance of coherence, coordination and complementarity across EC poli-
cies designed to promote development, poverty reduction and integration into the world economy. The challenge
of coherence is to find the right mix of policies for each region and country using development assistance, human-
itarian assistance, the common foreign and security policy, trade-related technical assistance, human rights, envi-
ronment and so on. Improved programming tools are designed to ensure a coherent overall framework. Coordi-
nation with other donors and ensuring complementarity of policies and activities are also essential to effective
external assistance. The report describes the steps the EC has taken in this area with Member States, with the UN,
with the Bretton Woods institutions and with other donors.

The Millennium Development Goals, agreed by the international community in September 2000, provide a common
framework for focusing and measuring development progress. Chapter 2 of this report outlines global achievements
towards these goals, and places EC external assistance activities in the context of this framework. It focuses on EC pri-
ority areas such as health and education and on activities designed to ensure that common themes like human rights
and the environment are duly incorporated into projects and programmes across the board.

The instruments designed to ensure that horizontal policy priorities such as food security and the fight against
drugs, as well as those mentioned above, are translated into activities in these areas, are set out in Chapter 3.
Details are given on individual projects carried out in 2001, as well as budget allocations and prioritisation by
region.

EC regional programmes are covered in Chapters 4 to 9. Activities in the Balkans, Eastern Europe and Central Asia,
the Mediterranean, African, Caribbean and Pacific countries, Asia and Latin America are presented under common
thematic headings reflecting development priorities in EC spending. This means that comparison can be made
easily between regions on for example rural development or transport. ECHO's activities as well as EIB loans can
also be found in these chapters.

Chapter 10 discusses a results-oriented approach to development. Based upon country strategy papers and indi-
cators, it explores criteria for monitoring country performance. A pilot exercise on a results-oriented monitoring
system of development projects is also described.

A full set of financial tables makes up Chapter 11. These include a breakdown of figures into the categories
defined by the OECD’s Development Assistance Committee.

Finally, the Annexes (Chapter 12) give a detailed account of activities related to the reform of the management
of EC external assistance. It sets out progress in harmonising financial procedures, both internally and with other
institutions. It also gives details activities in 2001 in clearing the backlog of payments, audit activities, the activi-
ties of EuropeAid’s Innovation Unit, relations with other organisations and transparency and visibility.

The Commission is committed to seeing through the reform, allowing it to take root and ensuring that it meets
its objectives. This report marks out the steps made in 2001 towards this end.

(') Assistance to candidate countries is not covered by this report. For details of the Phare, Ispa and Sapard programmes, please see their
annual reports, which are published under the following addresses:
http://www.europa.eu.int/comm/enlargement/pas/phare/publist.htm
http://www.inforegio.cec.eu.int/wbpro/ispa/ispa_en.htm
http://www.europa.eu.int/comm/enlargement/pas/sapard.htm
For humanitarian aid see ECHO'’s annual report on: http://europa.eu.int/comm/echo/en/publicat/publications.htm
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EC development policy and the implementation of the external assistance

1.1. The reform process

When the present Commission took up office in
September 1999, it was confronted with an alarming
situation regarding the implementation of aid to third
countries. The relevance and quality of Community
programmes were the subject of increasingly explicit
criticism, and the Commission’s image and credibility
were suffering a serious decline in the eyes of the
beneficiary states, the Member States and its partners
among the multilateral institutions.

On 16 May 2000, the Commission launched a
programme of reform of the management of external
assistance ('), the principal objectives of which are to:

» improve the quality of projects and programmes;
» reduce the time needed for implementation;

» ensure that procedures for financial, technical and
contractual management conform to the highest
international standards; and

» increase the impact and visibility of the European
Union’s (EU’s) external assistance.

The reform process has been accompanied by the search
for an improved match between political priori-
ties and budgetary allocations. At the informal
Evian General Affairs Council on 2 and 3 September
2000, and the General Affairs Council (GAC) meeting on
9 October 2000, EU foreign ministers underlined that
the coherence of the EU’s external actions should be re-
inforced. They also stressed in the General Affairs Coun-
cil of January 2001 that the objectives of EC actions
should be translated into concrete commitments, and
that the synergy between EC actions and those of Mem-
ber States should be improved in order to make the EU’s
external actions more effective.

A number of key instruments have been identified to
achieve the objectives of reform. New planning and
programming tools for the EC's development coopera-
tion, in particular country strategy papers, were drawn
up and approved during 2001. These are the main
strategic management instrument for EC aid (see Sec-
tion 1.2 of this chapter). Management of evaluations
has been improved, and among other things, impartial-
ity has been reinforced and lessons from evaluations
will be fed systematically into the decision-making pro-
cess, as well as into the design and implementation of
projects and programmes (Section 1.3). Linked to im-
proved evaluations is the development of a results ori-
ented monitoring system for projects and programmes
(Section 1.4). This is a first step, but a very important
part of the reform. The Commission has also embarked
on devolution of project and programme management
to the Commission delegations (Section 1.5). In all, 18 of
the 21 delegations selected for the first phase are now
deconcentrated. Preparation for the second wave (26
delegations) is well advanced, and most of these should
be operating in a deconcentrated way early in the sec-
ond semester of 2002. Finally, Section 1.6 explains how

the Commission has taken on the challenge of improv-
ing coherence, coordination, and complementarity, the
'3Cs’. These issues are very much linked to the country
strategy paper process.

1.2. Improving programming

1.2.1. Country/regional strategy
papers

Programming follows priorities set in country/regional
strategy papers (CSPs/RSPs) which set out a ‘strategic
framework’ for the EC's cooperation priorities in a given
country or region (?). This is the first time that the Com-
mission has set up a coherent framework for its rela-
tions with third countries covering both development
assistance and other essential relevant Community poli-
cies (the ‘policy mix’).

In 2001, the Commission began the process of establishing
Country and Regional Strategy Papers for partners in all
regions covered by the different regulations: for ACP
(Africa, Caribbean and Pacific), ALA (Asia and Latin Amer-
ica), CARDS (for the Balkans), MEDA (for the Mediter-
ranean), Tacis (for Eastern Europe and Central Asia). These
strategies have been developed in collaboration with na-
tional governments, Member States, other bilateral multi-
lateral donors and, wherever possible, with representa-
tives of civil society (). Over 110 country and regional
strategies are either completed or well advanced in the
preparation process. It is estimated that all will be fi-
nalised before the end of 2002, and published on the web
sites: http://europa.eu.int/comm/external_relations/sp/in-
dex.htm and http://europa.eu.int/comm/development/-
strat_papers/index_fr.htm

1.2.2. The iQSG

As part of the reform process, an inter-service Quality
Support Group (iQSG) was established in January 2001.
Its main task has been to assess draft country and re-
gional strategy papers and indicative programmes to en-
sure a consistently high quality. In order to achieve maxi-
mum impact, the iQSG intervenes at a relatively early
stage in the programming process and has so far
screened over 110 programming documents. The iQSG
has also drafted guidelines on the implementation of the
common framework for country strategy papers and or-
ganised four training seminars on programming. Finally,
the iQSG has established a web site on the Commission’s
intranet to improve the internal communication be-
tween all those involved in the programming process.

The main yardstick for iQSG assessment has been the
common framework for country strategy papers
adopted by the Council. In addition to commenting on
format, style, presentation and general readability, the
iQSG has endeavoured to focus on certain core aspects:

SEC(2000) 814 of 16 May 2000 — Communication from the ‘Relex” Commissioners: Mr Patten (External Relations), Mr Nielson (Develop-

ment), Mr Verheugen (Enlargement), Mr Lamy (Trade) and Mr Solbes Mira (Economic and Monetary Affairs).

http:/www.consilium.eu.int/Newsroom/newmain.asp?lang=1

SEC(2000) 814, SEC(2000)1049 of 15 June 2000, and Conclusions of 10 November 2000 Development Council

Consultation of civil society is an obligation under Article 2 of the Cotonou Agreement.



» the quality of the assessment of the potential for
development, the needs and the constraints
thwarting the development process;

» the coherence between the analysis and the
proposed Community response strategy, checking
whether EC interventions correspond to key
medium-term development challenges;

» the poverty focus of the proposed strategy as well
as coherence with other EC policy objectives;

» the focus/degree of concentration; The degree of
complementarity between EC support and that of
other donors, in particular EU Member States;

» the conditions under which support is granted;

» the definition of indicators designed to monitor
country performance towards economic growth
and poverty reduction;

» the extent to which all external assistance provided
by the Community to the country concerned is
covered (coherence between country allocation
and horizontal budget lines);

» the consideration given to coherence between
development policy and other EC policies relevant
for the partner country/region (‘policy mix’).

Based on the findings of the iQSG, the Commission consid-
ers that a qualitative leap in EC programming of external
assistance has been achieved. The iQSG found that, over-
all, the documents it considered answered most of the re-
quirements set out in the CSP framework. Main weak-
nesses were highlighted to those involved in drafting the
papers, so that they could make necessary changes.

There is still room for further improvement in program-
ming. With this in mind, the Commission will undertake
an analysis of the CSP process and will present its find-
ings in a report to the Development Council in Novem-
ber 2002. This report will also cover proposals for fur-
ther improvements in the programming process in ad-
vance of the next review of country strategy papers.

1.2.3. Reunification of the project
cycle and creation of the
EuropeAid Cooperation Office

On 1 January 2001, the geographic Directorates-Gen-
eral (External Relations and Development) took charge
of programming and strategy, while the new EuropeAid
Cooperation Office (EuropeAid) took on responsibility
for the remainder of the project cycle (from identifica-
tion of projects to ex-post evaluation). This reorganisa-
tion has led to a corresponding transfer of staff and re-
sponsibilities. An Inter-service Agreement was signed in
June 2001, which clarifies the roles and responsibilities
of the three Directorates-General most closely involved
in the management of external assistance.

1.2.4. Improving financial
management and performance
The first effects of the management reform process, in

terms of procedures and financial management and per-
formance, became visible during 2001. These included:

The external assistance management reform

» An improvement in the overall budget execution
performance, including an increase of 20 % in
payments compared to 2000.

» The profile of budgetary commitments showed a
more even distribution across the financial year
(52 % of budget executed during the last quarter
compared to an average of 68 % over the period
1998-2000).

» For the first time since 1990, there was a reduction
in the level of outstanding commitments
remaining to be paid (RAL). This reduction was
3 %. The number of years of payments necessary to
clear up the RAL decreased from 4.12 years at the
end of 2000 to 3.66 years at the end of 2001.

» A reduction in the number of individual budget-
lines (14 %), compared to 2000;

» The implementation of new, simplified contracting
procedures (which reduced in number from 46 to
8) has been speeded-up through the production of
a practical guide.

» The functions of 48 technical assistance offices
dismantled during 2001 were internalised.

1.3. Evaluation

As part of the reform, evaluation of external assistance
is being strengthened and better integrated into deci-
sion-making. The impartiality of the evaluation func-
tion has also been assured, as requested by the
OECD/DAC. A clear separation is maintained between
the evaluation service, which produces thematic, sec-
toral and ‘geographical’ (countries and regions) evalua-
tions, and the operational and policy services responsi-
ble for considering them and taking appropriate action
responding to the findings and recommendations.

1.3.1. The 2001 evaluation
programme

The Evaluation Unit's work programme for 2001 was
adopted by the EuropeAid Cooperation Office Board at
its first meeting in February 2001. In addition to the usual
policy-level analysis of major sectors, cross-cutting
themes, instruments and country programmes, the pro-
gramming process itself and the ‘policy mix’ were in-
cluded. By year’s end, 17 evaluations had been completed
and 8 were ongoing. The 2001 programme grouped the
evaluations around four themes. A full description may
be found in Chapter 12 (Annexes, Section 12.3).

1.4. Results-oriented
monitoring

Both country-level indicators and monitoring of
project results contribute to the assessment of perfor-
mance of EC development cooperation.

Their roles are complementary and lessons from each
should inform policy-making at all levels. More
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detailed information on the two approaches can be
found in Chapter 10.

The Commission is in the process of moving increasingly
towards results-oriented development assistance and
an important step is also the set-up and first test of a sys-
tem to monitor regularly the results projects
achieve, i.e. their outcomes and possible impacts on
the beneficiaries.

During 2000, the Commission conceived an improved
results-oriented  monitoring  system  for  the
ALA/MED/ACP and Balkan regions, which is rooted in
the Commission’s project cycle management system.
This system was tested and improved during 2001.

The main objective is to gather results-oriented informa-
tion on projects in the field and to report on progress.
The system provides an overview on project progress
towards results for both delegations and the Euro-
peAid Office. It is not primarily aimed at project authori-
ties, whose day-to-day management requires more de-
tailed information, although it should of course be of use
to them as well as to partner ministries and governments.

The system involves short field visits to projects by expe-
rienced external experts, who complete semi-standard
score-sheets estimating the efficiency, effectiveness,
impact, relevance and likely sustainability of pro-
jects and programmes. In order to ensure consistency in
the system, each of the five criteria is thoroughly defined
in conformity with existing methodology and then bro-
ken down into its components, which the monitor has to
consider carefully before giving a rating. The external
monitoring experts have varying sectoral and geo-
graphic knowledge and experience. They work in appro-
priate small teams; their work is based on the analysis of
documents and interviews with representatives from all
stakeholders for a given project, including final benefi-
ciaries. Key data such as the project budget are noted,
but no audit or in-depth financial monitoring is done.
The reports, opinions of task managers and basic project
documents, are recorded in the central database, which
will be a key management and information tool.

Ongoing projects (those at least six months since
implementation and of another six months’ duration)
of a certain minimum size (approximately € 1 million)
are monitored. By the end of 2001, about 500 projects
with a total value of € 4.7 billion had been monitored
in Latin America, Asia, Africa, the Caribbean, the
Pacific, in the MED region and the Balkans.

First insights on project performance from the concep-
tion and test-phase are detailed in Chapter 10.

1.5. Deconcentration of project
management to delegations

The deconcentration of the management of external
aid to the delegations of the Commission is a key ele-
ment of the reform of the management of the external

(") The 21 'first wave' delegations are:
Europe: Croatia, Russia.
Mediterranean: Egypt, Morocco, Tunisia, Turkey.
Asia: Indonesia, Thailand, India, China.
Latin America: Nicaragua, Bolivia, Argentina, Mexico, Brazil.

assistance. The principle is that what can better be man-
aged and decided on the spot, in the country con-
cerned, should be done there, and not in Brussels.

The Commission has set itself an extremely tight
timetable. The objective is to extend deconcentration to
all the delegations before the end of 2003, in three succes-
sive waves: 21 delegations to be covered in 2001, 26 more
in 2002 and the remaining 31 ACP delegations in 2003.

1.5.1. Progress achieved in 2001

The ambitious objective for 2001 — to carry out decon-
centration in 21 delegations (') — covered all the geo-
graphical areas and therefore programmes of a very
varied nature. Meeting this objective required the Com-
mission services to carry out work in parallel on devel-
oping the concept, on technical preparations and on lo-
gistical planning. This complex exercise had to be
launched at a time when other elements of the reform
process were being put in place both inside the Relex
services (creation of EuropeAid Cooperation Office, in-
tegration of project cycle etc), and at the broader Com-
mission level (financial and administrative reform). In
addition the financial resources that could be mobilised
for this first wave of deconcentration were fairly mod-
est, particularly concerning the number of new official
posts (limited to 40). This situation will improve in 2002:
114 posts will be available to launch the second wave
and strengthen the first wave where necessary.

1.5.2. Preparing for deconcentration

During the first quarter of 2001, a harmonised concept
of deconcentration was defined, covering all the
geographical programmes. This was based on the
following principles:

» in time, deconcentration will concern all
programmes;

» deconcentration will concern all the phases of the
project cycle;

» deconcentration requires the provision of substan-
tial additional resources (human and material);

» the role of Headquarters will evolve towards a role
of coordination, quality supervision, management
control, technical support and improvement of
working practices.

At a practical level, deconcentration involves the
following changes for the delegations:

» a more active contribution to programming,
although final responsibility will remain with the
Directorate-General for External Relations or
Developrment according to the geographical area;

» direct responsibility for identification and instruction
work, with methodological and technical support by

Africa/ACP: South Africa, Senegal, Cote d'lvoire, Kenya, Mali, Dominican Republic.



the EuropeAid Cooperation Office, who will also be
responsible for final quality control on financing pro-
posals and for taking these through the decision pro-
cess (management committee procedures, etc);

» direct responsibility for contractual and financial
implementation conditioned by the strict respect
of procedures, and requiring secure access to the
systems of financial and accounting management
at Headquarters;

» direct responsibility for technical implementation
requiring technical expertise on the spot and the
possibility to call on more specialised advice from
headquarters.

Between April and December 2001, the practical
preparation process included the testing of secured
computer connections, adapting information system
for deconcentrated management, developing or
updating manuals of procedure, developing guidelines
on financial circuits, putting in place a specific training
programme, and securing financing for the deconcen-
tration of the 21 first phase delegations.

1.5.3. Deconcentration towards the
21 first wave delegations

The task of preparing the 21 delegations themselves for
deconcentration started early 2001. By July 2001, all
heads of delegation had gone through a hearing with
Relex Director-Generals in order to agree the additional
resources needed and to define an action plan for their
mobilisation. The consolidated outcome of this process
— and the challenge it constituted for Commission ser-
vices — can best be summarised as follows:

» 307 additional staff (officials and other agents) had
to be selected, recruited and trained before their
posting in the 21 delegations;

» 18 out of the 21 delegations had either to move
office or to rent additional office space

» secured computer connections had to be installed
in 19 out of the 21 delegations, in order to allow
them the access to Commission accounting and
management information system.

Progress made by end of 2001 was quite satisfactory.
The majority of the 21 delegations were ready to start
operating in a deconcentrated way from January 2002,
in time for the new financial year.

1.5.4. Preparation of the second wave

The list of 26 delegations (') to be deconcentrated in
2002 was agreed in September 2001. Afghanistan was
added to the list later, for a fast track deconcentration
as soon as local conditions permit.

(") The 26 'second wave' delegations are:
Europe: Albania, Georgia, Kazakhstan, Ukraine.

The external assistance management reform

Preparatory work started immediately thereafter. The
experience gained with the first wave will be put to
good use. This expectation is that, for the first set of
second wave candidates, deconcentration will become
effective in September 2002 (this assumes that prob-
lems with office space constraints can be resolved).

1.6. Coherence, coordination
and complementarity

1.6.1. Improving policy coherence

Ensuring coherence between the objectives of the EC’s
development policy and its policies and objectives in
other areas is an operational priority as well as a legal
obligation for the Commission.

The European Community has bilateral association and
cooperation agreements with most countries in Africa,
Asia, Latin America as well as in the Mediterranean and
the western Balkans, the majority of which are devel-
oping countries. The EC has established a range of poli-
cies to promote development, poverty reduction and
integration into the world economy. The way this is
done differs from country to country and region to re-
gion. The specific objectives and areas of interaction
with the EU depend on a number of factors related to
the country concerned: national income, poverty inci-
dence, political developments, trade structures and ge-
ographical proximity to the European Union etc.

The challenge for the EU is to provide the right mix of
policies for each region and country. The broad range of
policies that the EU has at its disposal gives it a unique
opportunity to apply an effective and efficient mix of
cooperation instruments, including development assis-
tance, fishery agreements, trade instruments, political
dialogue and foreign policy instruments. The use of
these various instruments is to be made more coherent
through the country strategy paper process. All EC ser-
vices are consulted in the drafting a country strategy pa-
per, in addition to consultations with the partner coun-
try itself. CSPs are required to include a section identify-
ing the different EU policies affecting the partner coun-
try and analysing the appropriate policy mix.

The section below highlights two concrete examples of
how coherence has been addressed in practice, in the ar-
eas of fisheries and food aid/food security. The following
chapter (Chapter 2) provides additional examples.

1.6.1.1. Fisheries

In its communication on fisheries and poverty reduc-
tion (?) and in supporting the process of formulating
the conclusions of both Council and Parliament, the
Commission devoted a lot of attention to the issues of
coherence and complementarity in the fisheries area.
The key objectives of this effort were:

Mediterranean: Algeria, West Bank /Gaza Strip, Jordan, Lebanon, Syria.

Asia: Bangladesh, Philippines, Pakistan, Vietnam.
Latin America: Colombia, Peru, Uruguay, Chile, Venezuela.

Africa/ACP: Burkina Faso, Benin, Cameroon, Ethiopia, Madagascar, Niger, Republic of Guinea, Tanzania.
(?) Commission communication on fisheries and poverty reduction (COM(2000) 724 of 8.11.2000).
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» to improve consistency and coherence between the
Community development policy and other
common policies affecting the fisheries sectors; and

» to encourage dovetailing of operations supported
by the EC and those conducted by the Member
States, through a common vision of the issues at
stake and the strategies to address them.

This work, carried out with close collaboration between
the responsible Commission services for fisheries and
development, has led to a reduction in incoherence be-
tween the EC development policy on the one hand, and
the common fisheries policy (CFP) on the other. Key
drivers for this development have been:

» the EC's development policy, which has led increas-
ingly to the incorporation of fisheries sector
concerns into country and regional strategy papers;

» the common fisheries policy, which will be increas-
ingly directed towards sustainable development,
both domestically and in terms of the Community’s
international relations in the fisheries sector.

1.6.1.2. Food aid/food security

In September 2001, the Commission issued a communica-
tion on the Evaluation and Future Orientation of Council
Regulation (EC) No 1292/96 on Food Aid Policy and Food
Aid Management and Special Operations in Support of
Food Security ('). Through this communication, the Com-
mission has made considerable progress on coherence.

The communication has ensured greater internal coher-
ence in the use of food aid in relation to humanitarian
aid and to the common agricultural policy:

» Food aid in-kind provided under the Food Aid/Food
Security Regulation and channelled mainly through
direct governmental programmes, EuronAid/NGOs
and WFP will be mobilised: (i) in complementarity
with ECHO, to provide relief in cases of major and
protracted crisis, (ii) as a contribution to strategic re-
serves and safety nets, and (iii) linking relief, reha-
bilitation and development.

» Food aid in-kind has clearly been dissociated from
agricultural surplus disposal and has become an
instrument of development assistance.

Regarding external coherence, the Commission
services concerned made considerable progress, both
in the context of the International Food Aid Conven-
tion and the WTO negotiation process, to move
towards tighter rules and greater transparency in the
provision of food aid to developing countries:

» food aid should be provided as a grant. It should,
however, be limited to emergency and humanitarian
interventions, to linking relief, rehabilitation and de-
velopment and as an element of safety net strategies
for particularly vulnerable sections of the population;

> in order to respect consumption patterns and to
avoid market distortion, food aid should only be

provided at the request of the beneficiary coun-
tries specifying their particular needs; and

» wherever possible, donors should give preference
to local or regional purchases.

1.6.2. Coordination
and complementarity

Improved coordination and complementarity are essen-
tial elements in the process of making the EC's external
assistance more effective. At the most basic level, coor-
dination entails greater awareness of what others in-
volved in a particular sector or country or region is do-
ing; combined with efforts to work together more ef-
fectively. Coordination is critical in order to avoid over-
lap or inconsistencies between those seeking to achieve
common goals. Complementarity begins with coordina-
tion, but it goes further: it implies each actor focusing its
assistance where it can add most value, given what oth-
ers are doing; maximising synergies.

The ECis firmly committed to both of these concepts. At
the policy level, the common framework for the EC’s
and other agencies’ interventions in the development
sphere is provided by the Millennium Development
Goals. In terms of implementation, the EC aims to inte-
grate its own support at the country level within a wider
framework wherever possible. The Poverty reduction
strategy paper(PRSP) process which the EC firmly sup-
ports (see Chapter 2), is designed specifically to promote
coordination and complementarity among donors’ ef-
forts in low-income countries. The EC's new approach to
programming, including the use of country strategy pa-
pers and structured dialogue with recipients (e.g. the
ACP), are key mechanisms to ensure greater coordina-
tion and complementarity. The EC's decision to focus its
development interventions overall in six priority areas,
with the choice of these in each country informed by
what national priorities and what others are doing, is a
further demonstration of commitment to these princi-
ples. Specific changes in the EC's policy approach and in
individual sectors and regions are discussed in later
chapters. This section highlights some examples of what
has been achieved from the centre during 2001.

1.6.2.1. Between Member States
and the Commission

The Council and Commission guidelines for improved
operational coordination between the EC and Member
States covering all countries receiving external assis-
tance from the Union were agreed during the 2001
Council orientation debate (?). The improvements in the
programming of EC aid, highlighted above, should help
this process. In addition to consultations on country
strategy papers, the sharing of sector guidelines be-
tween the Member States and the Commission has
proved to be useful (the Commission is preparing sector
guidelines for each of its six priority areas for interven-
tion; guidelines on the transport priority have already
been adopted).

These efforts are beginning to show results. The Com-
mission regularly organises meetings with Member

(") COM(2001) 473 dated 5.9.2001 modified on 12.9.2001 COM(2001) 473/2.

(?) General Affairs Council, 22 and 23 January 2001.



States and Directors-General for Development. These
meetings provide a forum to exchange views on best
practice, common concerns, current difficulties and new
approaches. In view of the major International Confer-
ences in 2002 on Financing for Development (Monter-
rey) and on Sustainable Development (Johannesburg) a
specific emphasis has been placed on coordination
within international bodies. A similar effort has been
made to promote stronger involvement by the Commis-
sion in the OECD/DAC.

The mandate given to the Commission by the Member
States to prepare a report in preparation for the Mon-
terrey Conference was a positive sign of the confidence
that had been built up. At its meeting in November
2001, the Development Council asked the Commission
to clarify a number of issues and explore, through a dia-
logue with Member States, potential initiatives to be
implemented by them. The Council singled out, in par-
ticular, the issue of increasing the volume of aid, with a
view to reaching the UN target of 0.7 % of gross na-
tional income to be provided as official development as-
sistance (ODA), including through the establishment of
specific timetables. In addition to the volume of aid,
particular mention was also made of the effectiveness
of aid, including the untying of aid, global public goods
and innovative sources of financing. The Commission’s
report was to be presented at the General Affairs Coun-
cil in February 2002. It summarised possible positive ini-
tiatives that had emerged as a result of the discussions
held by the Commission with Member States and ad-
dressed the issue of how the financial gap between the
current level of ODA and the volume necessary to meet
the Millennium Declaration Goals could be closed. This
report, and the action taken by Member States, helped
to ensure a positive EU contribution to the Financing for
Development conference.

1.6.2.2. With other donors

The Commission has launched several initiatives with
other donors in the framework of the joint EU-USA, EU-
Canada, and EU-Japan Summits, with a particular re-
gard for the Great Lakes Regions and Afghanistan. In
addition, several high-level meetings have been con-
ducted in order to improve cooperation with Norway.
The Commission is exploring pilot models for strength-
ening cooperation with other donors further. A first ini-
tiative has taken place whereby officials from Japan are
hosted within the Commission. Harmonisation of donor
procedures is a key element for the improvement of co-
ordination, efficiency and recipient country ownership.
In this regard, the Commission has launched exploratory
exercises with the Member States and the DAC. A simi-
lar effort is being made in relation to the UN, through
the renegotiations of the General Framework Agree-
ment and the recasting of the financial regulation.

1.6.2.3. With the UN

In order to strengthen its coordination with the United
Nations and to promote complementarity, the Commis-
sion has been conducting an extensive policy dialogue
and negotiations on the improvement of the EC/UN
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General Framework Agreement. This has been done
through meetings with, among others, UNHCR, ILO,
UNDP, Unicef, UN-NADAFF, FAO, WHO, WFP, IFAD and
Unesco. In 2001 the Commission adopted a communica-
tion ‘Building an effective partnership with the United
Nations in the fields of development and humanitarian
affairs’ ("). Its overall thrust (improvement of EC-UN co-
operation) was endorsed by the Development Council
of 31 May 2001. The new approach will lead to a
strengthening of the EC's involvement in upstream pol-
icy dialogues and to a more effective, transparent, fi-
nancially predictable and easier-to-monitor operational
partnership with UN agencies, funds and programmes.
In the follow-up to this communication, the Commission
is conducting a wide analysis of the core mandate and
capacities of the UN agencies, funds and programmes.
On this basis, the Commission will propose, in dialogue
with the Member States and where there is an added
value within commonly agreed political objectives, to
strengthen the cooperation with UN bodies through
the establishment of a strategic partnership. Therefore,
the division of labour among donors will be based on
the selection criteria of core mandate and focus on com-
parative advantage added value and complementarity.

1.6.2.4. With the Bretton Woods
institutions

Intensive contacts took place with the IMF and the
World Bank in the context of the poverty reduction
strategy paper (PRSP) process both at staff and manage-
ment level. An EC PRSP team visited Washington in Jan-
uary — as a follow-up to the IMF/WB PRSP meetings in
Brussels in September of the previous year. The mission
deepened coordination on the PRSP process notably
with an agreement for co-financing of PRSCs (?) in some
pilot countries and for a reinforcement of cooperation
on support to public finance management. Progress was
also made towards a convergence of views on the im-
portance of results-based conditionality. The plans with
regard to public finance management led to the cre-
ation of the PEFA (public expenditure and financial ac-
countability) programme, supported by the Bank, the
ECand DFID, and financed partly through a € 1.9 million
EC contribution to a trust fund. Co-financing of PRSCs
on the other hand had not yet materialised by the end
of the year. This was largely due to the fact that only
three countries (of which two were ACP countries) had
received a PRSC, and that cooperation in the field at
times fell short of expectations. In the meantime, the EC
is getting involved in joint budget support with other
donors, which is to some extent limiting future possibil-
ities of PRSC co-financing with the World Bank. A num-
ber of high-level contacts took place in 2001, including
the visit by World Bank President James Wolfensohn to
the Commission in November. The EC has become the
biggest contributor to World Bank managed trust funds
through its participation in the HIPC initiative. A multi-
plicity of contacts between the Bank and the Commis-
sion continued during the year, in particular in the con-
text of sector coordination and special initiatives, such
as the long-standing joint involvement in the Special
Partnership for Africa (SPA).

(") Commission communication ‘Building an effective partnership with the United Nations in the fields of development and humanitarian

affairs’ (COM(2001) 231 of 2.5.2001.

(?) Poverty Reduction Support Credit, the new World Bank programmatic lending instrument for PRSP countries.
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This chapter explains how the EC is working with
others to achieve the MDGs, as well as the content of
the specific objectives of the new EC development
policy agreed in November 2000. A system for tracking
progress towards the achievement of the MDGs has
been agreed, although major efforts are still needed
to improve statistical capacity in developing countries.
Available data highlights uneven progress across
regions and between the different goals (Section 2.1).
The primary aim of the EC's own development policy,
agreed in November 2000, is the eradication of
poverty (Section 2.2). To help monitor its contribution
towards the MDGs and other policy objectives, the EC
is developing a system of indicators for monitoring
country performance (Section 2.3). It is also monitoring
the allocation of resources from the EC development
programme to low income countries, and to priority
sectors (Section 2.4). To enhance its impact, the EC is
targeting its assistance on six priority areas (Section
2.5). In addition to these core areas, important cross-
cutting issues are being mainstreamed into develop-
ment activities namely: human rights, gender equality,
environment and conflict prevention (Section 2.6).

(") See: http://www.developmentgoals.org

Progress towards MDGs

P(ﬂerty

Progress has been made towards reducing extreme
poverty, particularly in Asia. But a vast discrepancy is
occurring between Sub-Saharan Africa and most of the
rest of the world. Poverty rates in Eastern Europe and
Central Asia are relatively modest but have risen
steeply.

Poverty rate

(% below USD 1.08) East Asia & the Pacific

© PRRAC

2.1. The Millennium
Development Goals

Statistical data on progress towards achieving the
Millennium Development Goals (') is scarce, although
improving. At the global level, a number of organisa-
tions are tracking progress, in particular the UN, the
World Bank and the OECD’s Development Assistance
Committee (DAC). The Commission, along with other
donors, is supporting efforts to enhance statistical
capacity in many developing countries and regions.

The data available shows that there is a long way to
go before the international community achieves the
Millennium Development Goals. Prospects vary by
region, and by goal. Progress in Sub-Saharan Africa
lags behind the rest of the world.
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Education

Primary school enrolment is improving, although there is still a long way to go in
Middle East and North Africa, South Asia and Sub-Saharan Africa.
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Primary school enrolment (Bangladesh).

Gender equality

South Asia and Sub-Saharan Africa are only progressing slowly when it comes to gender equality in school enrol-
ment. The decreasing ratio of girls to boys in school in Latin America is regrettable.
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Child mortality

Infant mortality rates are improving, although not fast enough in all cases to reach the 2015 target. Here again,
Sub-Saharan Africa is a particular concern.
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Maternal health

Failing maternity health care in Sub-Saharan Africa seems to be one of the reasons for this.
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Environment

Progress towards the development goals

Access to clean water and sanitation is still a problem in many countries, particularly in rural areas.
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2.2. Poverty reduction

The Declaration by the Council and the Commission on
the European Community’s Development Policy of
November 2000 (') defines the main objective of the
European Community’s development policy as the
reduction and eventual eradication of poverty. This
objective entails support for sustainable economic,
social and environmental development, promotion of
the gradual integration of the developing countries
into the world economy and a determination to
combat inequality.

A Commission staff working paper produced in July
2001 (?) establishes the main elements necessary to
address the poverty reduction objective of EC develop-
ment policy. This work programme is being imple-
mented progressively. The sections below highlight the
main elements for 2001.

2.2.1. Allocation of financial resources

The EC's approach to the allocation of aid recognises
that particular attention must be paid to the situation
of the least developed and other low income coun-
tries (°). The EC also takes account of the efforts made
by the governments of partner countries themselves to
reduce poverty, both in terms of their performance
and their absorption capacity. Among middle income
countries, the Joint Declaration on EC Development
Policy requires that attention should be focused on
those countries which feature both a continuing high
proportion of ‘poor’ and a full commitment to imple-
menting coherent poverty-reduction strategies.

(") See http://www.consilium.eu.int/Newsroom/newmain.asp?lang=1

(?) SEC(2001) 1317 of 26.7.2001.

The allocation of EC development resources to low
income countries or poor populations varies between
regions.

ACP countries: Close to 90 % of European Develop-
ment Fund (EDF) resources are earmarked to least
developed countries and other low income countries.

Central America, the Andean region, and Paraguay:
Two thirds of EC aid to this region is targeted at the
poorest segments of the rural and urban populations.

Asia: EC development cooperation programmes with
Asia have been focused on the poorest countries in the
region since their beginning, and on ‘the poorest
groups’ in the populations of these countries. Over the
last five years, an average of 80 % of EC assistance has
gone to the poorest countries: 32 % has gone to the
least developed countries (notably Bangladesh,
Bhutan, Cambodia, Laos, the Maldives and Nepal) and
48 % has gone to other low income countries (i.e.
India, Indonesia, Pakistan and Vietnam).

2.2.2. Poverty focus in country
strategy papers

The specific policy reforms and programmes to tackle
poverty in different countries will be affected by the
circumstances of the country itself. Sustained economic
growth — although not sufficient by itself — is an
essential prerequisite for poverty reduction, as noted
in the November 2000 statement. Many developing
countries have recently gone through major transfor-

() There are currently 49 ‘least developed countries’ (LDCs) which are designated as such by the UN on the basis of low per capita income,
weak human resources, and a low level of economic diversification. The ‘low income country’ covers a broader group of countries
defined by their income alone (the World Bank classification is based on a per capita income of less than US $ 700 in 2000).
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mations, such as transition from communism to demo-
cratic market economies or from military to civilian
democratic rule. In Eastern and Central Asia, the EC's
focus is on supporting this transition process, chiefly
through institution building, which is judged to be the
most effective remedy against poverty in this region.
Conversely, in the Balkan region, peace and stability
measures are seen to be the most effective instru-
ments. In North Africa and the Mediterranean region,
support is aimed particularly at strengthening the
capacity of the region to integrate into the world
economy through support to economic and social
development.

2.2.3. The poverty reduction strategy
paper (PRSP) process

The EC believes strongly that ownership of the strate-
gies for sustainable development and poverty reduc-
tion by partner countries is the key to the success of
development policies. Consistent with this, the
Commission strives to integrate its support, as outlined
in its country strategy papers, into a wider framework.
For low income countries, the key framework is the
poverty reduction strategy paper (PRSP) and the
process that accompanies it. The Commission’s efforts
have been made difficult by the lack of full PRSPs: only
eight countries had produced full PRSPs by the end of
2001. When CSPs are updated, however, they can be
adapted to reflect progress in the country concerned
in developing a full PRSP.

Development of the PRSP approach offers a major
opportunity to enhance the effectiveness of the global
development effort. The Commission has contributed
substantially to the development of the approach,
both through its own strategic refocusing (including a
shift towards direct contributions to the budgets of
partner countries where necessary conditions are met)
and through its contribution to international policy
development. This contribution is further reinforced
by the Commission’s role as co-chair of the Technical
Group of the Strategic Partnership for Africa ('), and as
leader of the Burkina Faso-based pilot project on
reforming the conditions imposed on partner coun-
tries to trigger the provision of macroeconomic
support.

If PRSPs are to become an effective framework for
external assistance, however, they need to have
stronger performance indicators. This should include a
core set of indicators, measured annually, for which
country governments hold themselves accountable to
their citizens and by which the Commission (and other
external partners) can judge progress. The Commission
has played a leading role in international work to
develop tools for such performance monitoring, and
aims to integrate into its CSP monitoring process
appropriate indicators drawn from the PRSPs.

2.3. Measuring effectiveness
through results indicators

The Commission measures results through indicators at
two distinct but complementary levels of details:

» 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), possibly
complemented by a limited further set of key indi-
cators.

» To measure in a more detailed way the perfor-
mance of the country’s sectoral policies in the
sectors supported.

The two levels outlined above constitute in fact two
complementary degrees of detail, which need to be
analysed in a coherent way.

At the first level, in all countries where the Commis-
sion is working, a limited set of indicators should be
monitored in order to have a global view of progress
towards the MDGs. This limited set should draw from
the most relevant of the 48 indicators associated with
the MDGs plus, in order to be able to report annually
on countries’ progress, a small number of annually
measurable key indicators. These supplementary indi-
cators would include input indicators (which are not
part of the MDG monitoring framework), such as indi-
cators to measure the financial support to specific
sectors from both government and donors. It would
also include real-time outcome indicators. The draft
guidelines for the definition of development indica-
tors (?) suggest that this set of indicators, once agreed,
should be featured systematically in all CSPs.

Systematic monitoring using this wide range of indica-
tors, including annually measurable and input indica-
tors at country level, will allow the Commission to
keep an eye on the evolution of sectors even where it
is not an active player. This will inform the decisions
taken at the review of the country strategy papers.

At the sectoral level, in CSP priority sectors, a wider
range of indicators will be monitored. These indicators
should be part of the more comprehensive set of indi-
cators monitored by the relevant national ministries.
The Commission will work with other donors and
partner countries to identify a limited set of ‘good
practice indicators’ to monitor sector performance.
This indicative list would then serve as a framework
for a more effective and coherent national discussion
on sector monitoring. Policy orientations and regula-
tory measures by government should also be moni-
tored, even if they cannot so easily be measured
through generalised quantitative indicators.

(") An informal grouping of donors under the leadership of the World Bank. See http://www1.worldbank.org/prsp/newsletter/-
Feb_2001/Our_Partners__Perspectives/Strategic_Partnership_for_Afri/strategic_partnership_for_afri.html|
(?) See http://www.europa.eu.int/comm/development/sector/poverty reduction/infopack _ann1.pdf



In all cases, indicators monitored by the Commission
are based on the national processes taking place in the
relevant country (PRSPs for those countries covered by
them). This allows reciprocal influence and experience
sharing, as well as providing a valuable opportunity to
discuss policy issues and increase governments’
domestic accountability.

In the framework of programming, guidelines are
being developed to support programmers in intro-
ducing development indicators into CSPs. As most
donors are still at a very early stage in the work on
development indicators, the Commission has chosen to
associate EU Member States, the OECD’s Development
Assistance Committee (DAC), and other donors in the
drafting of these guidelines.

A joint working group between EU Member States,
OECD-DAC, and various Commission services will
start in March 2002. The objective of this working
group is to explore the potential for donors to adopt
a coherent approach, including common principles
and typology, in their monitoring requirements in
order to reduce the burden imposed on recipient
countries. The basis for this work is the draft guide-
lines for the definition of development indicators (")
prepared by the Commission. This is ‘work in
progress’, and its outcomes will progressively feed
into the Commission’s programming and review
process. EU Member States and the OECD-DAC have
warmly welcomed it.

2.4. Sectoral targeting
in the programming
process

As part of its efforts to improve the impact of Commu-
nity development assistance, the Commission has
made a consistent effort since 2000 to focus EC assis-
tance on core areas that are important for poverty
reduction and where Community action can add value.
The new EC development policy agreed in November
2000 identified six priority areas: trade and develop-
ment; regional integration and cooperation; support
to macroeconomic policies and equitable access to
social services; transport; food security and sustainable
rural development; institutional capacity building,
good governance and the rule of law.

This section outlines the main areas of programmed
interventions as reflected in the CSPs that have been
formally approved or are close to finalisation. The
sectoral breakdown is based on the OECD-DAC classifi-
cation system. Some changes in the sectoral break-
down may still occur, after the finalisation of CSPs
currently being processed and after analysis of draft

r D. Warkins/ECHO
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Jamaica: a river level indicator, part of a flood early warning system for Rio
Grande Valley.

CSPs still to come. The overall picture, however, is
unlikely to change substantially.

A detailed discussion of the EC's approach in each
region is contained in Chapters 4 to 9.

2.4.1. African, Caribbean and Pacific
(ACP) countries

The multiannual programming for the ACP countries
covers the ninth European Development Fund (EDF)
which will become operational once the Cotonou
Agreement comes into force (°) (currently expected
early in 2003) for (normally) a five-year period.

The CSPs reviewed so far show a focus on transport
and macroeconomic support (for poverty reduction
strategies), including budget financing for PRSPs with
an emphasis on health and education. Transport
accounts for approximately 31 % and macroeconomic
support for 21 % of resources programmed. The other
major priorities are: direct allocations for education
and health (10.4 %); water supply and sanitation
(7.1 %); food security and rural development (7.1 %);
and institutional support and capacity building in
favour of government and civil society (10.8 %).
Resources earmarked for the mining sector (5.3 %)
relate to the ‘Sysmin transfer’ (3).

(") See http://www.europa.eu.int/‘comm/development/sector/poverty reduction/infopack_ann1.pdf

(?) In order to come into force, the Agreement must be ratified by at least two thirds of the ACP States, by all the EU Member States and
be approved by the European Community (Article 93.2 of the Cotonou Agreement). As of 18 January 2002, 36 ACP States, 4 EU
Member States and the European Community had completed this process.

() (Sysmin: System for Safeguarding and Developing Mineral Production - these funds are allocated to support traditional industries.) This
is the ‘Sysmin transfer’ from the eighth EDF destined to finance the development programme identified following a request for aid
under the Sysmin programme of the Lomé Convention but for which no financing decision could be taken before 31 December 2000.
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Peru: children from the Quechua community along the River Tigre where a
fish family project is being developed

In summary, around 27 % of the available resources
programmed thus far for the period 2002-06 focus on
social services and infrastructure as defined by the
OECD-DAC. In addition to this percentage, 21 % of
the resources have been programmed for structural
adjustment support frequently linked to performance
in the social sector.

2.4.2. Mediterranean

The multiannual programming completed for the
MEDA region (') covers the period 2002-04.

The programming has resulted in a generally high
concentration in social infrastructure and services. An
average of 47.8 % has been allocated to social infras-
tructure and to macroeconomic support liked to social
sector performance. Other priorities include the envi-
ronment (5 %), trade and tourism (7 %) and transport
(7 %).

2.4.3. Latin America

The multiannual financial programming for this region
covers the period 2002-06.

The major areas of programmed intervention are the
social sectors (including education, health and water

supply and sanitation — 23 %), government and civil
society (18 %) and trade and tourism (15 %). The
choice of sectors reflects the specific needs in the
region, i.e. direct interventions to improve social
services for the poorest groups, support to build
sustainable institutions to enhance good governance
and growth combined with the promotion of trade
and tourism to facilitate further integration into the
world economy.

2.4.4. Asia

The multiannual financial programming for this region
covers the period 2002-04.

The programming reflects a strong focus on direct
poverty reducing activities. Particular emphasis is given
to education, health and water and sanitation (43 %),
trade and tourism (9 %), environment (4 %) and
support to non-governmental organisations (NGOs)
(5 %).

2.4.5. Eastern Europe and Central Asia

The multiannual financial planning for this region
covers the period 2002-04.

Tacis () funding is programmed in complementary
areas. Each national or multi-country programme
focuses on no more than three of the following areas:
institutional, legal and administrative reform; private
sector and economic development; consequences of
changes in society; infrastructure networks; environ-
mental protection; rural economy; and nuclear safety.
This selectivity is designed to enhance effectiveness.
The major areas of intervention are: energy 24.4 %;
government and civil society 21.1 %; and private
sector development 16.3 %.

2.4.6. The Balkans

The multiannual financial planning for this region
covers the period 2002-04.

The European Union is by far the single largest donor
to the western Balkans as a whole, through
programmes such as Phare (?)) in Eastern Europe,
Obnova (%) for the former Yugoslavia and the Balkans
and CARDS (°) in the Balkans. For the coming years, EC
assistance will focus on institution building and civil
society (42 %); education, water and sanitation and
other social services (20 %); and private sector devel-
opment (11 %).

(") MEDA covers aid to the reform of economic and social structures in the framework of the Euro-Mediterranean partnership covering
Morocco, Algeria, Tunisia (Maghreb); Egypt, Israel, Jordan, the Palestinian Authority, Lebanon, Syria (Mashrek); Turkey, Cyprus and

Malta.

(?) Tacis: technical assistance to the Commonwealth of Independent States covering Armenia, Azerbaijan, Belarus, Georgia, Kazakhstan,
Kyrgystan, Moldova, Mongolia, Russia, Tajikistan, Turkmenistan, Ukraine and Uzbekistan.
(}) Phare: Poland and Hungary: Aid for Economic Restructuring (now extended to cover Bulgaria, Czech Republic, Estonia, Latvia,

Lithuania, Romania, Slovakia and Slovenia).

() Obnova: Programme for reconstruction in Bosnia, Croatia, Serbia, Montenegro and FYROM.
(°) CARDS: Community assistance for reconstruction, development and stabilisation covering the western Balkans (Bosnia and Herze-
govina, Croatia, the Federal Republic of Yugoslavia, the Former Yugoslav Republic of Macedonia and Albania).



2.5. Policy initiatives in EC
priority areas

2.5.1. Trade and development

Trade and investment liberalisation operating within a
sound and transparent economic domestic policy
framework plays an important role in the promotion
of economic growth and development.

The European Community is committed to fostering
the smooth and gradual integration of developing
countries into the world economy, by mainstreaming
trade in the development strategies of the developing
countries in an integrated manner, and by promoting
regional and domestic policy frameworks conducive to
economic growth and social development. The EC is
the largest importer of agricultural products from all
developing countries and, generally, their major
trading partner.

In the WTO, the EC has been a strong advocate of a
new round of multilateral trade negotiations, centred
on the needs and interests of developing countries.
The priorities agreed at the WTO Ministerial in Doha
in November 2001 (') the ‘Doha Development
Agenda’) set out a clear framework to strengthen the
link between trade and development in the multilat-
eral trading system. The integration of developing
countries into the world trading system and the global
economy is the core priority of the Doha Declaration.
It takes on board the concerns of the developing coun-
tries as expressed by the ACP group (%) on ‘the impor-
tance and urgency of integrating ACP States into the
multilateral trading system and, in that regard, that
development issues should be at the core of any future
work programme of the WTO".

Bilaterally, the EC offers a range of preferential trade
regimes to developing countries. A number of these
were under discussion, or amended, during 2001. The
EC has concluded or is negotiating preferential trade
agreements with the Mediterranean countries, South
Africa, Mercosur, Chile, the Gulf Cooperation Council
and is examining the possibility of negotiations with
others. In the context of the Cotonou Agreement (for
the ACP countries), the EC is also already providing far-
reaching non-reciprocal trade preferences. Prepara-
tions for the forthcoming negotiations on Economic
Partnership Agreements with ACP sub-regions (due to
commence in September 2002) began in earnest
during 2001. Developing countries are also benefiting
from unilateral trade preferences in the context of the
Generalised System of Preferences, which was further
improved from 1 January 2002.

In February 2001, the EU agreed to grant duty- and
quota-free access for all products originating from
least developed countries (LDCs) except for arms and

1

(') See http://www.wto.org/english/tratop_e/dda_e/dda_e.htm
(Z
(
(

© Carl Cordonnier

© Alessandro Villa

Progress towards the development goals

y 9 . .
Sale at the market of diary products using pasteurised milk. Private farmers
livestock association in Osh (Kyrgyzstan).

munitions: the ‘Everything But Arms’ initiative (3). This
became effective in March 2001. In agreeing to this,
the EU did away with remaining tariffs on agricultural
products. Even the three most sensitive products —
rice, sugar and bananas — were included, although
these are to be progressively liberalised over the next
four to eight years. The beneficiaries of this liberalisa-
tion are the 48 LDCs already covered by the EU Gener-
alised Scheme of Preferences (%).

Rwanda: having upgraded these Rwandan tea production factories, the EU
is now focusing on quality issues to support export and privatisation.

)

) Declaration by the ministers responsible for trade of the ACP states on the fourth WTO ministerial conference, 7 November 2001.

’) Regulation (EC) No 416/2001 of 28 February 2001, OJ L 60, 1.3.2001; http://Europa.eu.int/eur-lex

4) See list of LDCs in Annex IV to Regulation (EC) No 2820/98 of 21 December 1998, OJ L 357, 30.12.1998. However, all GSP preferences

for Myanmar have been suspended, and this also applies to Everything But Arms.

N
w
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Educating girls — part of the irrigation programme for the Niger River
Valley.

Ensuring that developing countries — and notably
LDCs — benefit ‘from the increased opportunities
and welfare gains that the multilateral trading
system generates’ (') will require well targeted tech-
nical assistance and capacity building programmes. In
addition to the trade preferences it grants to devel-
oping countries (see below), the EC is offering trade-
related technical assistance and capacity building
measures to support developing countries in their
efforts to strengthen their judicial, regulatory and
institutional capacities. The CSPs provide the general
frameworks for all the EC's interventions. The
Commission is also working with EU Member States,
other bilateral donors and the multilateral institu-
tions to promote coordination and complementarity
mechanisms for technical trade-related assistance.
This is being done in the context of the relevant
multilateral funds such as the Doha Development
Agenda Global Trust Fund and the Integrated Frame-
work Trust Fund for LDCs.

2.5.2. Regional integration
and cooperation

The EU is a strong supporter of regional integration,
which fosters better understanding and political and
economic links between neighbouring countries. This
process can consolidate peace, prevent conflict and
promote the integration of developing countries into
the world economy, thereby enhancing prospects for
economic growth and sustainable development.

The policy context for EC support to regional integra-
tion and cooperation evolved during 2001, and will
continue to do so. This was due in particular to the
need to ensure consistency between external devel-
opments — such as the WTO Doha Development
Agenda launched in November 2001 and, for ACP
countries, preparations for the implementation of

(") WTO ministerial declaration, 14 November 2001, para 2.

© EC

the Cotonou Agreement and the negotiations to be
launched in 2002 on economic partnership agree-
ments.

2.5.3. Macro-economic policies
and equitable access
to social services
(health and education)

There is a growing international consensus that, from
an aid-effectiveness viewpoint, it is helpful to move
away from stand-alone projects towards direct contri-
butions to the budgets of partner countries (budget
support) whenever the conditions in a country permit
it. Moreover, this budget support should be linked to
national poverty reduction strategies — such as PRSPs
— wherever they exist. This should result in stronger
country ownership, reduced transaction costs, unified
planning and resource allocation, and enhanced
complementarity and flexibility.

Such budget support is only provided where it can be
expected to be effective. This requires that the
country manage its macro-economy in a stable and
sustainable manner. Prudent fiscal and monetary poli-
cies are central to poverty reduction, together with
structural changes that create the scope for private
sector-led growth. All budget support programmes
are linked to the continuation of sound macroeco-
nomic policies, measured through an agreed IMF
programme.

The European Commission has played a leading role in
developing results-based mechanisms for macroeco-
nomic budget support that enhance country owner-
ship and provide incentives for governments to
monitor progress using key indicators of poverty and
of public financial management. Of 24 ACP macroeco-
nomic support programmes in 2000 and 2001, 12
included a fully results-based approach, 6 were linked
to a positive results assessment and to progress with
public financial management and 6 were linked to
other (process-based) indicators.

In all ACP countries, budget support is linked to the
results attained in addressing aspects of poverty
covered in the Millennium Development Goals (MDGs).
Such budget support thus provides a strong incentive
for the government to deliver effective basic services.
It also provides additional resources for the govern-
ment to allocate to this goal. If they are to be used in
annual performance management, the indicators
chosen (which are focused primarily on basic social
services such as health and education) need to be
measured annually, and be capable of being moni-
tored within this framework i.e. to evolve swiftly). In
2001, € 270.31 million was spent on ACP macroeco-
nomic support.

In MED countries, budget support is an opportunity
for dialogue with the partner country on social
matters and poverty alleviation. The dialogue often
concerns major sectoral programmes e.g. education
and health in Tunisia, and water and education in
Morocco. In these programmes, the reason for



focusing on education, health or water is to contribute
to major reforms in the sectors, with the objective of
improving the quality and the coverage of basic
services, while ensuring sound public finance manage-
ment. These sectoral programmes targeting social
sectors are complemented by more traditional projects
(education in Egypt) or social funds (') (in Egypt and
under preparation in Algeria, Jordan and Lebanon). As
a result, a major share of the total MEDA financing is
devoted to social sectors (?).

WATER MANAGEMENT

Water management has to be seen as a cross-sectoral
issue to be mainstreamed within most development
policies associated with poverty reduction. It is partic-
ularly important for human development, alongside
health and education. An EC communication on
water management in developing countries was
drafted in 2001. One objective of this communication
was to highlight where and how policies surrounding
water and development are integrated into the Euro-
pean Community’s development priorities. The
central part of the document articulates key
messages on policy orientation and actions for the
way forward. Under the overarching policy frame-
work of integrated water resources management, the
focus is on water supply and sanitation, trans-
boundary water resources management, and cross-
sectoral coordination and integration of the different
water uses. The communication, building on the
results of the Bonn Freshwater Conference of
December 2001, promoted the development of an EU
initiative as a key agenda point for the World Summit
on Sustainable Development in Johannesburg in
August/September 2002.

EDUCATION AND TRAINING

Programming guidelines on education and training
have been developed and focused more closely on
poverty reduction. Programming in developing coun-
tries has concentrated on Education For All (basic
education) and vocational training, through macroeco-
nomic support and programme support. Gender issues
have been carefully taken into consideration also
through the increased focus on primary education and
outcome indicators.

The Commission has organised two meetings with EU
Member States’ education experts on sector-wide
approaches, the poverty focus, and on the Commission
communication on education and training in the
context of poverty reduction in developing countries,
to be adopted in 2002.

The Commission has influenced the international
agenda on education in 2001 through contributions to
two major UN events: the UN Conference on Least
Developed Countries and the UN General Assembly
Special Session on Children (21 May to 7 June 2002).

© Carl Cordonnier

Progress towards the development goals

Water resources management and agricultural production in Central Asia
and environment in the Aral Sea (Narmap) and Mirsadul (Uzbekistan).

The Commission has actively participated in the
follow-up to the Dakar Conference on Education for
All and the work of the senior officials" G8 Task Force
on education to take forward implementation of the
Dakar Framework for Action on Education for All. The
main concerns in this forum have been:

» increased mobilisation and coordination among
donors to meet the Millennium Development Goals
in education;

» greater consistency between these targets and the
country strategies and the poverty reduction
strategies;

» improved coordination at all levels of interaction
with national governments through a code of
conduct for funding agencies and partner coun-
tries; and

» the need to bridge the financial resources gap for
countries committed to the Dakar goals.

2.5.4. Health, AIDS
and population policy

For health, AIDS and population policy, programming
guidelines have been adopted in the context of
poverty reduction, gender mainstreaming and the
Millennium Development Goals for health.

The Commission has participated actively in the
follow-up to the commitment made by the G8 at their
2000 summit to increase support for action taken
against communicable diseases in developing coun-

(") Social funds are used to support local development plans e.g. micro-financing.
(?) Social sectors include: health, education, training, employment, civil society, gender, human rights, local development, social protec-

tion, social implications of industrial restructuring.
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Road building in Nyanguge, in the Mwanza region of northern Tanzania,
close to Lake Victoria

tries (). The EC Programme for Action on Communi-
cable Diseases was adopted in February 2001,
endorsed by the General Affairs Council in May and by
the European Parliament in October 2001 (?). The deci-
sions taken on priority actions led to coherent EC posi-
tions in preparation for major international events.
These included: the UN General Assembly Special
Session on HIV/AIDS; the Least Developed Countries
Conference; the EU/US Summit in Gothenburg; the G8
Summit in Genoa; the EU/Canada Summit; the follow-
up to the Cairo Plan of Action; the Doha Declaration
on Trade Related Intellectual Property and Public
Health; and the transitional process leading to the
establishment of the Global Fund to fight HIV/AIDS,
malaria and tuberculosis.

The Commission prepared the legal base for its
involvement in the Global Fund as well as participating
actively in the working party established to set up the
Fund. It also prepared two proposals for the revision
of the legal bases for two special EC budget lines: one
for poverty diseases and one for reproductive and
sexual health and rights. In addition, the Commission
has prepared a new health and poverty communica-
tion. This is the first time there has been a single
Community policy framework to guide future support
for health, AIDS, population and the fight against
poverty within the context of overall EC assistance to
developing countries.

The Commission organised two meetings with health
experts from Member States, one on a European
approach to the Global Fund and one on health and
poverty policies and programming. The Commission
introduced the first outline of its communication on
health, AIDS, population and poverty in developing

') COM(2001) 96 of 21.2.2001.
4) 5
3

"
*)
(*) COM(2000) 422 of 6.7.2000.
)

a
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countries scheduled for adoption in 2002 in the latter
meeting.

2.5.5. Transport

In May 2001, in response to the Commission communi-
cation of July 2000 on promoting sustainable transport
in development cooperation (%), the Council adopted a
‘resolution on sustainable transport on development
cooperation” (%). These two documents, taken
together, establish a strong and clear policy platform
for EU interventions in the sector.

The strategy for reaching the development goals is
based on the principle that transport should be afford-
able and meet stakeholder needs. It should be safe
and efficient and should have a minimal negative
impact on the environment. It is a comprehensive
strategy in the sense that it is valid for all transport
modes and associated services involved in the move-
ment of people and goods.

The Community’s approach to development coopera-
tion in the transport sector is based on the recognition
that effective transport systems in urban and rural
areas are essential in facilitating poverty reduction
through the promotion of economic and social devel-
opment, and access to social services. They are also
important to facilitate trade and the integration of
developing countries into the world economy. Support
is designed to assist developing country partners in
formulating and implementing strategies for the
sector, in cooperation with all stakeholders, to meet
these poverty reduction and integration objectives.
Such strategies need to have a clear process of prioriti-
sation, with a sound balance between maintenance
and investment, and should be economically, finan-
cially and institutionally sustainable, as well as envi-
ronmentally sound, safe and socially aware. Financing
for these strategies is generally provided in the frame-
work of sectoral programmes. This facilitates improved
monitoring, simplifies sector management and leads
to a more transparent and improved allocation of
resources.

Based on the principles and strategy outlined above,
‘programming guidelines’ for the programming of
transport sector support under the ninth EDF were
developed and made available to all Commission
delegations in 2001. These included formats for
analysing transport policy, the problems and issues
arising in strategy implementation and recommenda-
tions for the formulation of the EC transport
response strategy.

Of the 44 ACP country strategy papers presented in
2001, 23 countries — almost all in Africa — proposed
transport, transport infrastructure or roads as a
priority sector, for a total of approximately € 1.7
billion. The CSPs for these 23 countries have all based
their proposals for the EC response strategy in the
sector on the Programming Guidelines. The main areas
for EC sectoral support under these CSPs are sector

ee:http://www.g7.utoronto.ca/g7/summit/2000okinawa/finalcom.htm

Council Resolution 9985/1 following the 2352nd Council Development Meeting of 31.5.2001.
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Progres accomplis

Sustainable development: social forest project in Malawi. First assessment and management plan done and presented at community

level

strategy development, road maintenance (backlog and
periodic), capacity building in both the public and
private sector (e.g. domestic contracting), and the
upgrading of roads, particularly focusing on key
regional transport links between countries.

Policy and strategy coordination with EU Member
States, the World Bank and other donors forms an
essential element of EC support to transport, in
order to ensure the coherence and complementarity
of EC interventions. In 2001 the Commission held
discussions with the EU Member States transport
experts’ group on the above-mentioned Program-
ming Guidelines and also launched a dialogue on
indicators for monitoring transport sector perfor-
mance and transport’s contribution to development
cooperation.

Policy and strategy dialogue is also pursued through
the Sub-Saharan Africa transport policy programme
(SSATP) — which brings together UNECA, World
Bank, EC, several Member States, Norway, etc., and
approximately 30 African countries. In 2001 a new
governance structure was implemented to increase
African ownership, strengthen programme manage-
ment, and create a small SSATP Board (the Commis-
sion represents donors). A programme review was
also carried out. These changes have increased
African confidence and donor willingness to support
the programme, which should sustain impact at a
country level and secure donor financing in the
medium term.

(") COM(2001) 1 of 11.1.2001.

2.5.6. Food security and sustainable
rural development

Following an external evaluation of the Commission’s
food security/food aid policy in 1999, an important
step was made in 2001 to integrate further these
issues into the Commission’s development objectives
and policy. A communication to Council and Parlia-
ment (') on the future orientation of Council Regula-
tion (EC) No 1292/96 defines in details:

» the role of the Regulation and its coherence with
other Commission policies and instruments;

> the specific objectives and applications of the
various instruments within the Regulation; and

> the measures required to improve the efficiency
and the quality of programme management at all
stages of the programming and project cycle.

With roughly 70 % of the world’s poor living in rural
areas, the emphasis in 2001 has been on reviewing the
Community policies and strategies in the rural devel-
opment and natural resources sectors (agriculture, live-
stock, fisheries and forestry), to ensure their effective
contribution to the poverty reduction objective. More-
over, a Commission strategy to support agricultural
research at national, regional and global levels has
been formulated. This work, carried out with broad-
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Information campaign on agriculture, privatisation and restructuring based
on pilot projects, Chisinau (Moldova).

based participation from the relevant Commission
services and active support by Member States, provides
the basis for a communication to Council and Parlia-
ment on fighting rural poverty prepared during 2001
and to be presented in 2002.

For both areas — food security and rural develop-
ment (including the main natural resource sectors) —
operational guidelines for programming have been
developed and disseminated. Efforts have also been
made to ensure the integration of natural resources
issues in the context of regional programming.
However, while most of the CSPs provide a good
analysis of food security and rural concerns, these
concerns are sometimes missing from the program-
ming perspective.

2.5.7. Institutional capacity building

Efforts have been made to integrate institutional
development and governance issues into the country
strategy papers. The multiannual programming exer-
cise completed during 2001 has given a high priority to
programmes supporting the strengthening of govern-
ments and civil society (see Section 2.4).

CSPs for the ACP countries identify this area as a major
problem in most of the countries analysed so far.
Consequently, institutional capacity building has been
chosen either as a priority sector for Community
support or is treated as a cross cutting theme.

The Tacis programme, which supports the transition to
democracy and a market economy in the new inde-
pendent States, has been focused on institution
building since its inception while ACP, MEDA, Asia and
Latin America and CARDS (Balkans) use 4-21 % of the

(") COM(2001) 252 of 8.5.2001.

© Carl Cordonnier

available resources in this area, the Tacis programming
provides for more than 40 %.

Considerable efforts have been devoted to the provi-
sion of policy advice, for example in trade policy,
drafting of legislation, support for border manage-
ment, reform of the regulatory framework of the
economy, financial sectors/corporate governance/re-
construction of enterprises and in the restructuring
of public institutions. The programme is now moving
on to include, for example, support for fair and
effective legal systems, sustainable social systems
and municipal services. With the realisation that
transition will be a longer process than originally
expected, the programme is shifting from short-term
advice to longer-term partnerships between organi-
sations. It also now differentiates more strongly
between the countries of the region, in order to
take account of their different levels of develop-
ment.

An internal network has been established to develop a
set of practical tools to improve the quality of the
design and implementation of EC programmes and
projects in this area.

2.6. Mainstreaming
the cross-cutting
themes

The Commission recognises that, at every stage of
execution of its activities in the six priority areas, the
Community also needs to mainstream cross-cutting
concerns. The four cross-cutting themes identified in
the EC's Development Policy are:

» the promotion of human rights;

» equality between men and women;
» the environment; and

» conflict prevention.

The main developments in each area are outlined
below. Progress with implementation of specific hori-
zontal instruments is discussed in the next chapter.

2.6.1. Human rights

The European Commission made its first policy state-
ment on human rights since 1995 when it issued its
communication on the EU role in promoting human
rights and democratisation in third countries in May
2001 ('). The document recognises that it is one of the
Commission’s roles to promote coherence, consistency
and transparency and to avoid double standards in the
EU foreign policy as a whole. A further role is to



promote the involvement of civil society in the EU
activities in this area.

This communication identifies three areas where the
Commission can add value:

» Promoting coherent and consistent policies in
support of human rights and democratisation. This
applies both to coherence within and between
European Community policies, and between those
policies and EU action, especially the common
foreign and security policy. It also relates to the
promotion of consistent and complementary action
by the EU and Member States.

Placing a higher priority on human rights and
democratisation in the European Union’s relations
with third countries and taking a more proactive
approach, in particular by using the opportunities
offered by political dialogue, trade and
external assistance. The Commission will hence-
forth — where it does not already do so —
systematically mainstream human rights and
democratisation issues into the political dialogue
it holds with non-EU countries and its assistance
programmes.

Adopting a more strategic approach to the Euro-
pean Initiative for Democracy and Human Rights
(EIDHR), matching programmes and projects in
the field with EU commitments on human rights
and democracy. To maximise impact, it identifies
four themes on which the EIDHR will focus as well
as a greater concentration on certain focus coun-
tries.

The Commission communication was welcomed by the
Council in the June 2001 General Affairs Council as a
‘valuable contribution towards reinforcing the consis-
tency and coherence of EU policy’ in this area.

On the basis of this communication, the following
activities were undertaken in 2001:

(A) STRENGTHENING OF THE DIALOGUE
WITH THIRD COUNTRIES:

The European Commission participated in the two
sessions of the EU/China human rights dialogue
which China held in Stockholm and Beijing in
October 2001. The Commission also coorganised —
with the Presidency in Office — two human rights’
seminars in the framework of this dialogue in Beijing
in May 2001 (the death penalty and the right to
education) and in Brussels in December 2001 (the
fight against torture and the right to education). The
Commission also participated in the political dialogue
with North Korea and sent a human rights expert as
part of the EU delegation to Pyongyang in October
2001.

("
(?) COM(2001) 291 of 1.6.2001.
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Camp of Rom refugees in Leposevic (Kosovo).

The EU approach to human rights dialogue with coun-
tries outside the EU was formalised in guidelines
adopted by the Council on 13 December 2001 (7).
These guidelines aim to strengthen the coherence and
consistency of the European Union’s approach towards
the human rights’ dialogue instrument and to facili-
tate its use by defining the conditions in which it can
be applied and made effective.

(B) MIULTILATERAL FORUMS

The World Conference against Racism, Racial
Discrimination, Xenophobia and Related Intolerance
took place in Durban, South Africa, from 31 August to
8 September 2001. The World Conference aimed to

focus on action-oriented and practical steps to
eradicate racism, including prevention, education,
protection and the provision of remedies. The

Commission prepared a contribution to the World
Conference in a communication adopted on 1 June
2001 (?). This document summarises the measures
which have already been taken in the European Union
to combat racism, and demonstrates what can be
achieved by a group of states acting together at a
regional level. The EC budget (European Initiative for
Democracy and Human Rights) contributed € 3.7
million to the World Conference to encourage the
participation of NGOs and of least developed countries
in the regional preparatory events and in the World
Conference itself. Funding was channelled through the
Office of the High Commissioner for Human Rights
and the Council of Europe.

The Commission actively contributed to the 57th
session of the Commission on Human Rights in Geneva
and the 56th Third Committee of the UN General
Assembly in New York, covering Social, Humanitarian
and Cultural Affairs.

see http://europa.eu.int/comm/external_relations/human_rights/doc/ghd12_01.htm
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Women meeting in Khatlon (Tajikistan).

(c) ELECTION OBSERVATION

In the field of Electoral Observation, the Council
adopted conclusions on the Commission communica-
tion on election assistance and observation on 31 May
2001 ("), welcoming the Commission document as an
important contribution to a coherent EU policy in such
a field. The Council indicated that election support
was an important element of the EU overall contribu-
tion to democratisation and sustainable development
in countries beyond the European Union. Specific
mechanisms for cooperation among EU institutions in
election observation were also outlined in the docu-
ment. The European Parliament also endorsed the
Commission’s new approach to Election Observation in
its resolution of 14 March 2001. Eight election obser-
vation missions were undertaken in 2001: Guyana,
Peru, East Timor, Nicaragua, Bangladesh, Sri Lanka,
and Zambia. Needs assessment missions were carried
out in Nicaragua, Togo, Cambodia, Colombia, Congo
Brazzaville, Bangladesh and East Timor.

(D) PROGRAMMING OF FUNDING

The approach developed in the communication was
put into practice in the 2002-04 programming docu-
ment on the European Initiative for Democracy and
Human Rights (EIDHR) adopted by the Commission on
20 December 2001. In the light of these requirements,
this programming document presents a ‘response
strategy’ to enhance the impact of EIDHR, and exam-
ines the best ways of delivering assistance. This is done
by targeting a limited number of thematic priorities
and 29 ‘focus’ countries.

1

COM(2000) 191 of 11.4.2000.

2

4

COM(2001) 295 of 21.6.2001.
°) B7-6110 and for 2001 B7 6220 amounting to € 2.2 million.

© Joaquin Silva Rodrigues

(E) DIALOGUE WITH NON-GOVERNMENTAL
ORGANISATIONS (NGOs)

The dialogue with non-governmental organisations
has been developed, in particular through the
conference held in Brussels on 28 and 29 May 2001
on ‘The role of Human Rights and Democratisation in
Conflict Prevention and Resolution’ and through the
Annual Human Rights’ Forum held in Brussels on
21-22 November 2001. The forum focused on the
roles and responsibilities of State and non-State
actors, on the means of implementing human rights’
policies at bilateral and multilateral level, on the
types, conditions, objectives and evaluation of the
human rights’ dialogues and on the evaluation of the
conference report (?) and of the human rights forums
held so far.

2.6.2. Gender equality

The mainstreaming of gender equality in Community
development cooperation is a key element in the
pursuit of sustainable development and is therefore a
priority for the Commission. This builds on the main-
streaming commitment made by the EC and partner
countries in the Fourth World Conference on Women
in Beijing in 1995 and the subsequent follow-up to the
Beijing Declaration and Platform for Action (3).

In 2001, the main thrust was to get the Programme of
Action for the mainstreaming of gender equality in
Community development cooperation of June 2001 (%)
completed and adopted by Council on 8 November
2001. To combat the well-known phenomenon of
policy evaporation, i.e. to close the gap between
policy and implementation, the Programme of Action
proposes building internal capacity through training,
clarifying roles and responsibilities, developing
methods and indicators and establishing monitoring
systems to follow implementation more closely.

The programme has chosen a tripartite strategy to
achieve these objectives, with a five year timeframe
(2001-06):

» to mainstream gender considerations at the
country level;

> to integrate gender considerations in all six priority
areas of Community development policy; and

» to build gender competence at all relevant levels
(headquarters and delegations) to support these
processes.

The EC budget lines allocated to gender (°) have been
a key instrument in introducing the mainstreaming
concept. The funds have proved been both catalytic
and strategic. The aim is to build capacity in the social
sectors with the assistance of civil society in the
partner countries.

("

(?) See http://europa.eu.int/comm/external_relations/human_rights/conf/cp05_01.htm.
(?) See http://europa.eu.int/comm/employment social/equ_opp/beijingquesen.pdf.
)
)



An evaluation of the Council Regulation of 1998 (') on
‘integrating gender issues in development coopera-
tion’ and its financial framework B7-6110 and B7-6220
has been launched and will be completed in 2002.

A review of 40 country strategy papers (CSPs) was
undertaken in order to assess to what extent main-
streaming of gender equality in development coopera-
tion had been taken into account in the programming
process. It was found that:

» gender was mentioned as a ‘cross-cutting theme’,
but the concept of mainstreaming gender equality
was hard to discern;

» the focus was on women and women’s situations,
and analysis on men and boys was missing; and

» gender was mentioned in the context of educa-
tion, health and human rights whereas sectors that
received the bulk of EC funds (transport and
macroeconomic support) were gender blind.

Further monitoring and methodological work is
required to improve the situation.

2.6.3. Environment

High rates of environmental degradation continue to
undermine prospects for long-term economic and
social development and often offset short-term gains
in poverty reduction. Environmental deterioration,
including depletion of natural resources, continues
apace in developing countries. Soil erosion and land
degradation, loss of forests, habitats and biodiversity,
depletion of fish stocks and pollution represent serious
permanent threats to sustainable development in most
countries. Furthermore, developing countries are likely
to be particularly vulnerable to the impact of global
climate change, despite their small relative contribu-
tion to this phenomenon.

In view of this, the Commission — in partnership with
the UN Development Programme, the World Bank and
the UK Department for International Development —
has initiated a process to reflect on linkages between
poverty and the environment, and ways to reduce
poverty and sustain growth. A concept paper, consid-
ered as a ‘work-in-progress’, will be subject to broader
discussions in the context of the 2002 Johannesburg
United Nations World Summit on Sustainable Develop-
ment.

One of the major accomplishments in 2001 was the
formulation of an EC strategy for ‘Integrating the
Environment into EC Economic and Development
Cooperation’ (?). This put an emphasis on links
between poverty reduction and the environment, and
aimed to integrate the environment into the six
priority areas of EC development cooperation. One of

(") Council Regulation (EC) No 2836/98, OJ L 354, 30.12.1998, p. 5.
(?) SEC(2001) 609 of 10.4.2001.

(})) COM(2001) 162 of 27.3.2001.

(*) See www.unccd.org

u B
o
©

Progress towards the development goals

Plant pathologists in Tahiti on rational plant disease survey funded under
the EU-SPC Pacific Plant Protection Service | project.

the important aspects of this strategy was the commit-
ment to the preparation of an environment integra-
tion manual, a draft version of which was produced in
2001. Furthermore, a number of environmental
training courses were given in 2001 to European
Commission staff and local stakeholders.

One of the constraints on the Commission’s activities in
this area is the lack of attention on the part of some
developing countries to the protection of their
national environment. This has made it difficult for the
Commission to ensure that appropriate attention is
given to this issue in the programming dialogue. One
of the ways that the Commission attempts to
strengthen environmental dialogue with developing
countries is the promotion of specific opportunities.
Unfortunately, this has not produced encouraging
results so far. The Commission has also focused on
high-level political commitments to take action
forward in this area in the partner countries.

In 2001, the Commission made substantial contribu-
tions to a range of Multilateral Environmental Agree-
ments. It adopted four Biodiversity Action Plans,
including a Biodiversity Action Plan for Development
and Economic Cooperation (}). The Commission also
played a key role in ensuring the success of the nego-
tiations in the context of the UN Convention to
Combat Desertification (%) (which issued a key paper
for the World Summit on Sustainable Development
preparations) and of the Bonn and Marrakech agree-
ments (Kyoto Protocol), which contained items of
particular relevance for developing countries (clean
development mechanism and technology transfer).
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Street scene in Dacca (Bangladesh)

2.6.4. Conflict prevention

Conflict prevention has been high on the political
agenda of the EU in 2001. There has been some
fruitful debate and concrete actions proposed and
implemented to develop further the Union’s capacity
in this field. The Commission adopted a communica-
tion on conflict prevention ('), in April 2001. This set
out a new strategy in this field and put forward impor-
tant recommendations for action. Concrete results are
already visible.

In terms of the mainstreaming of conflict prevention
in EU policies and instruments, country strategy papers
(CSPs) have been reviewed from a conflict prevention
angle. This means that risk factors have been system-
atically checked during the CSP drafting process. For
that purpose, the Commission’s geographical services
used conflict indicators that were developed during
2001 in collaboration with the Conflict Prevention
Network. The indicators look at issues such as, inter
alia, the balance of political and economic power, the
control of security forces, the ethnic composition of
the government (for ethnically-divided countries), and
the potential degradation of environmental resources.

On the basis of this conflict analysis, it has been
possible to draw more attention in the CSPs to those
underlying causes of conflict that external aid or other
EU instruments should target. At the programming
level, the Commission’s intention is to put more
emphasis on strengthening the rule of law, supporting
democratic institutions, developing civil society and
reforming the security sector. This approach is critical

() COM(2001) 211 of 11.4.2001.

both to eradicating conflict and to preventing its re-
emergence. It is also consistent with the Commission’s
renewed emphasis on institution building as part of
the EC's development policy priorities.

In post-conflict situations, peace-building initiatives are
essential for ensuring a lasting peace. Where the situa-
tion has allowed, the Commission has begun to engage
more substantially in rehabilitation activities as well as
in traditional demobilisation, disarmament and reinte-
gration programmes (DDR). A good example is the sup-
port given by the European Commission in 2001 to the
multi-donor Trust Fund for DDR in Sierra Leone.

The Commission is actively participating in many inter-
national initiatives to tackle ‘cross-cutting issues’ which
may create tensions or conflicts. For example, in 2001
the Commission took a much more active role in the
Kimberley process, aimed at the establishing an inter-
national control regime for the import and export of
rough diamonds. Following the political agreement
reached at Gaborone in November 2001 between the
participants in this process, the Commission is now
launching the preparatory work for the full implemen-
tation by the Community of the control regime in the
course of 2002.

Concrete recommendations have been put forward in
the communication on conflict to increase EU capacity
to react quickly to nascent conflicts, notably to
improve early warning mechanisms and CFSP instru-
ments such as political dialogue or the use of EU
Special Representatives. At the Community level, the
Commission is in the process of reforming its instru-



ments to ensure a swift Community reaction to crisis or
pre-crisis situations. An important step was taken with
the adoption this year of a rapid reaction mechanism
(RRM) ("), allowing for speedy initiatives in peace
building, reconstruction and development. The RRM is
now fully operational and is being used, in particular
in the Former Yugoslav Republic of Macedonia,
Afghanistan and the Congo (DRC), to bring a host of
measures to bear quickly on a conflict situation, where
these would previously have been subject to more
cumbersome procedures.

Conflict prevention is too big a task for a single organ-
isation so international cooperation is crucial. Only

Progress towards the development goals

effective coordination with international partners can
achieve real progress. Following Kofi Annan’s visit to
Brussels in May 2001, and the adoption by the General
Affairs Council of a new framework for cooperation
with the UN on conflict prevention and crisis manage-
ment (2), contacts between the EC and the UN have
been significantly enhanced. For example, a joint
assessment mission was carried out in the summer of
2001 to the Great Lakes region to prepare for possible
action on disarmament, demobilisation, and reintegra-
tion. Similar frameworks are being studied for cooper-
ation with other organisations active in the field of
conflict prevention, such as the Organisation for Secu-
rity and Cooperation in Europe.

(') Council Regulation (EC) No 381/2001 of 26 February 2001, OJ L 57, 27.2.2001, p. 5.

(?) Conclusions from the General Affairs Council of 11 June 2001.
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An inclusive school for handicapped and normal children has been set up
with the support of the EC. Now 400 children whatever their abilities may
learn in the same school together (India).

This chapter outlines activities in 2001 in the following
areas:

» human rights and democracy,
» food security,

» health, in particular poverty-related illness and
reproductive health,

» drugs,
» relief, rehabilitation and development,
» environment,

» partnerships with NGOs.

3.1. European initiative

for democracy
and human rights

Chapter B7-70 of the budget entitled ‘European initia-
tive for democracy and human rights’ (EIDHR) supports
actions in the human rights, democratisation and
conflict prevention fields. These operations must

© J.F. Merladet

essentially be executed in partnership with NGOs and
international organisations. Council Regulations (EC)
Nos 975/1999 (') and 976/1999 (?) constitute the legal
basis of these activities.

The EIDHR supplements the Community programmes
executed with governments (EDF, Tacis, ALA, MEDA,
CARDS, Phare, etc.). It also represents a form of 'risk-
capital fund for human rights’ allowing initiatives to
be launched on a pilot or experimental basis. It can be
used in the absence of the host country’s consent or
when the main Community programmes are not avail-
able for other reasons — for example, in the case of
suspension. In certain regions it provides the sole legal
basis for some activities, including the promotion of
political and civil rights, election observation and
conflict resolution initiatives.

The priorities of the EIDHR for 2001 were drawn up
by the Commission (°). The objectives focus on a small
number of thematic sectors by region. The imple-
mentation of the Initiative is also in line with the
Commission communication of 8 May 2001 on the
European Union's role in promoting human rights
and democratisation in third countries () which is
designed to develop a more strategic approach to the
Initiative.

In 2001, some € 110 million was available to support
actions in the human rights, democratisation and
conflict prevention fields.

As in previous years, three types of projects were used
to implement the EU’s strategy in the areas in ques-
tion:

Projects identified by call for proposals: as a result
of two general calls, 93 projects obtained a grant,
following notification or consultation of the ‘Human
Rights” Committee set up by Council Regulations (EC)
Nos 975/1999 and 976/1999. A total of € 59 million was
allocated to the projects selected.

Dedicated projects are systematically used for
projects drawn up with international and regional
organisations, including UN specialised agencies and
the Office of the High Commissioner for Human
Rights, the Council of Europe and the OSCE — ODIHR.
They are identified by the European Commission as
projects that pursue specific objectives that cannot be
achieved by means of a call for proposals. € 36 million
was earmarked for these projects.

Micro-projects are used to finance democratisation
projects with a budget ranging from € 3 000 to
€ 50 000. They are designed to give extra support to
local civil society initiatives. They are managed directly

(") Council Regulation (EC) No 975/1999 of 29 April 1999 laying down the requirements for the implementation of development cooper-
ation which contribute to the general objective of developing and consolidating democracy and the rule of law and to that of

respecting human rights and fundamental freedoms.

(?) Council Regulation (EC) No 976/1999 of 29 April 1999 laying down the requirements for the implementation of Community operations.
(*) Priorities and guidelines for the implementation of the 2001 European Initiative for Democracy & Human Rights (EIDHR) Brussels, 6

June 2001, SEC(2001) 891

http://europa.eu.Int/comm/external relations/human rights/doc/sec01 891.pdf

(*) COM(2001) 252 final.



by the Commission delegations and are selected by
local calls for proposals.

In 2001, micro-projects totalling € 12 million were
selected in south-east Europe (Albania, Bosnia-Herze-
govina, Croatia, Federal Republic of Yugoslavia, and
FYROM), in the new independent States (Armenia,
Belarus, Georgia, Kazakhstan, Kyrghyztan, Moldavia,
Russia, Tajikistan and Ukraine), in Latin America
(Colombia and Mexico), in south and south-east Asia
(Cambodia, Indonesia, Nepal and Pakistan), in West
Africa (Nigeria and Cote d’lvoire), in Central Africa
(Democratic Republic of Congo (DRCQ)), in Sudan, the
Middle East (Israel, West Bank and the Gaza Strip), in
Haiti, Turkey and Zimbabwe.

3.1.1. The main priority areas

On the basis of the programming document adopted
by the Commission (') for 2001:

» € 6 million was allocated to the promotion and
defence of human rights and fundamental free-
doms (protection of civil, political, economic, social
and cultural rights, minorities, ethnic groups and
indigenous peoples; institutions, including NGOs
involved in the protection, promotion and defence
of human rights; rehabilitation centres for the
victims of torture; education, training and informa-
tion in the field of human rights; equal opportuni-
ties and the fight against racism and xenophobia;
freedom of opinion, expression and conscience).

» In total, € 35 million was allocated to support for
democratisation and strengthening the rule of law:
independence of the judiciary, separation of
powers, improved governance etc.

» A further € 17 million was allocated to conflict
prevention and the restoration of civil peace. These
projects will be implemented in: Latin America
(Columbia, where the EU has given steady support
to initiatives aimed at bringing about a peaceful
settlement to the conflict there and in Guatemala;
the Caucasus region; the former Yugoslavia,
Slovenia and Albania; Africa (Sudan, Kenya, the
Democratic Republic of Congo, Rwanda and
Somalia); Israel and Palestine; and Afghanistan and
Pakistan. The projects are part of the effort to
implement the Commission communication on
conflict prevention of 11 April 2001 (?). Support for
the activities of international criminal tribunals
and the setting-up of the International Criminal
Court amounted to € 3 million. Measures taken
under the Initiative count as implementation of
the EU common position on the international
criminal court adopted in June 2001 (). The
Commission supported the setting up of the Court
through regional networks, NGOs and technical
assistance for implementation of legislation and
technical cooperation, for instance. The Commis-

1

() h
(?) COM(2001) 211 final.
(*) OJ L 155, 12.6.2001, p.19.

© EC/Alisei

Implementation: horizontal instruments
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Regional aid project to protect minors and combat trafficking in children in
West Africa (Alisei).

sion also made a contribution to the expense of
collecting evidence (missions, inquiries, travel of
witnesses, exhumations, etc.) for the tribunals for
Rwanda and the former Yugoslavia.

» Some € 5.95 million was allocated to support for
rehabilitation centres for the victims of torture in
third countries and € 6 million was allocated to
rehabilitation centres for the victims of torture and
their families within the EU. These projects consti-
tute implementation of the EU guidelines, adopted
by the Council (General Affairs) on 21 April 2001
concerning policy towards torture and other cruel,
inhuman or degrading punishment or treatment.

Efforts were made to integrate the gender equality
aspect into the implementation of the EIDHR by
systematically analysing all the projects selected
according to their impact on this aspect.

As regards education, training and awareness-raising
in the human rights field, the EIDHR channelled € 2.6
million into university programmes on human rights
and democratisation. Three new regional masters in
human rights were therefore created in south-eastern
Europe, South Africa and Malta. They allow students
from each of these regions to specialise in the human
rights field. These courses follow the model of the
European Master's degree in human rights and
democratisation launched in 1997.

ttp://europa.eu.int/comm/external_relations/human_rights/doc/sec01_891.pdf
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EIDHR priority areas in 2001

Field Amount
(€ million)

Education, training and information
in the human rights field 2.600

Fight against racism and xenophobia
and protection of minorities

and indigenous peoples 6.000
Freedom of opinion, expression and conscience

and the right to use one’s own language 0.420
Strengthening respect for the rights of children (') 1.100
Abolition of the death penalty 0.880

Promoting pluralism at political level
and in civil society 4.400

Promoting good governance, particularly

by supporting administrative accountability

and the prevention and combating

of corruption 1.770

Promoting the participation of the people

in the decision-making process at national,

regional and local level, in particular by promoting

the equal participation of men and women

in civil society, economic life and politics 4.340

Promoting respect for human rights and democracy
with a view to conflict prevention

and the restorationof civil peace 17.000
Support for democratic transition

and the observation of elections 9.960
Prevention of torture and rehabilitation

of victims (%) 5.950

(') Furthermore, € 1 million from budget heading B7-626
‘Campaign against sex tourism in non-member countries’ was
allocated to an international campaign against child sex tourism.

(?) Furthermore, seven centres located in the European Union also
received a grant totalling € 6 million from budget heading B5-
813 (this appropriation covers support for the establishment and
maintenance of rehabilitation centres for torture victims and
their families and other organisations offering concrete help to
victims of human rights abuses).

The Commission’s activities in the field of support for
democratic transition and election observation are
based on its communication on EU election assistance
and observation of April 2000 ('), the Council conclu-
sions of 31 May 2001 (). All these documents stress the
fact that an election observation mission should be
deployed on the ground before, during and after elec-
tion day.

In 2001, the EIDHR financed EU election observation
missions at the request of the governments of
Bangladesh, Cambodia, Nicaragua, East Timor, Zambia
and Sri Lanka. In Pakistan, where elections will be held
in 2002, a project has been designed to restore the
general public’s confidence in the institutions and in
the electoral process in order to raise their political
awareness and their participation in the elections.
Finally, the ‘European Network for Electoral and
Democracy Support’ project received a grant of over €
1.6 million to consolidate the European network born
out of the EUEOP project (European Union Electoral
Observation Project).

EIDHR budgetary execution 2001
% of total amount allocated to the EIDHR

(by region)

Region Amount in € million % of total
CEEC & NIS 18.454 16.51
ACP 19.049 17.05
Latin America 9.100 8.14
MEDA 9.516 8.52
Asia 11.101 993
Worldwide

(including torture) 23.530 21.06
EU 6 5:37
Micro 12 10.74
Technical assistance 3 2.68
Total 111.750 100
EIDHR commitments 2001

Amounts allocated to projects (by region)

Region Amount in € % of total
South-Eastern Europe:

Balkans 11 155 302 12:32
Eastern Europe

and Central Asia 8 409 661 9.29
ACP 19 242 726 21.26
Latin America 15 408 732 17.02
South Mediterranean,

Near Middle East 10 762 574 11.89
Asia 12 862 460 14.21
Worldwide 12 681 214 14.01
Total 90 522 669 100

14.01 %

11.89 %

17.02 %

12.32 %

B South Eastern Europe:

9.29 %

b

21.26 %

Balkans

Eastern Europe and
Central Asia

ACP
Latin America America

South Mediterranean,
Near Middle East

Asia

World-wide

(") http:/europa.eu.int/comm/external_relations/human_rights/eu_election_ass_observ/index.htm COM(2000) 191 final of 11.4.2000.

(?) 2352nd Council meeting — Development — Brussels, 31 May 2001.



3.2. Food security

3.2.1. Performance in 2001

In 2001 the food aid and food security budget
amounted to € 454 million. The aim of this Community
programme was to integrate the food security require-
ment more fully in the overall development strategy
of the beneficiary countries referred to in the country
strategy papers — and in the poverty reduction
strategy papers. The programme also focused on
increased ownership of the programmes and policies
by the national partners: governments and civil
society.

3.2.2. Breakdown by form
of intervention

The priority given to direct food aid was confirmed in
2001. The Commission attaches growing importance to
food aid strategy. For 2001, the Commission’s food aid
programme earmarked € 201.8 million for direct food
aid granted to governments in the form of financial
aid and support operations, including € 74 million for
budget support.

A sum of € 25.2 million was reserved for technical
assistance on the ground, follow-up and monitoring
missions, the financing of RESAL (European network
for food security), monitoring of food aid and price
adjustment of purchases of foodstuffs.

Every effort was made to follow the recommendations
set out in the general evaluation of three years of
action of food security policy. The priorities were
based on optimising analysis capacities with the
support of RESAL. Food aid in-kind was reserved for
vulnerable people in countries in crisis and for serious
food crisis situations. It provides a safety net to
complement emergency operations.

Allocations to NGOs consisted of support actions for
food security (funding) that were the subject of direct
contracts between the Commission and NGOs
amounting to € 60 million while allocations of food
aid, tools and seeds to EuronAid amounted to € 76
million. In the interests of consistency and greater
effectiveness, NGO projects were incorporated in the
national food security strategy of the intervention
countries.

Programming was undertaken jointly with ECHO in
shared intervention countries.

3.2.3. Intervention countries

These countries are included on the list of eligible
countries under Regulation No 1292/96. They are
divided into two groups: those that receive structural
aid and those that are in a crisis or post-crisis situation.
The first group includes countries classified as: least
developed countries (LDCs), low-income food-deficit

© Carl Cordonnier
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Traditional sale of milk in the streets of Osh (Kyrgyzstan).

countries (LIFDCs), with a high food insecurity index
and where the government is keen for a coherent,
long-term food security strategy. The second group
includes countries in a crisis or post-crisis situation
(linking relief, rehabilitation and development: LRRD).
Interventions in these countries are less structural and
mostly involve supplying food aid, tools and seeds,
together with additional technical and financial
support to prevent the risk of famine or help rebuild
the economic and social fabric damaged by political or
ethnic conflict.

In 2001, the first group included 21 countries: Albania,
Burkina Faso, Cape Verde, Mauritania, Niger, Ethiopia,
Eritrea, Madagascar, Mozambique, Malawi, Yemen,
Bangladesh, Georgia, Armenia, Azerbaijan,
Kyrgyzstan, Moldova, Nicaragua, Honduras, Peru and
Bolivia. The second group included 18 countries:
Afghanistan, Cambodia, India, Pakistan, Laos, Liberia,
Sierra Leone, North Korea, Somalia, Sudan, Democratic
Republic of Congo, Rwanda, Angola, Ecuador, Pales-
tine, Tajikistan, Montenegro and Haiti.

Concentrating operations on a limited number of
countries means a critical mass can be achieved in each
country, thereby increasing the impact of aid on
improving food security.
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3.2.4. Relations with
the other donors

The Community food security programme is based on
four main principles of action:

» coordinating the programme’s interventions with
those of the other donors, starting with the
Member States;

» taking part in drawing up a coherent framework
for aid in the recipient country;

» pursuing discussions and analysis to help with
implementing the programme; and

» focusing interventions in a small number of recip-
ient countries.

3.2.5. Coordination with
the Member States

The desire for consistency and coordination in EU
interventions and those of the Member States exists at
all levels at which the food security programme is
implemented. Consistency is systematic when
programmes are defined, because it is the Member
States which, within the EU institutions, decide on the
strategic policy outlines of the programme and
funding. Furthermore, there is a code of conduct for
Member States and the Commission relating to food
aid.

In the field, coordination takes place on a case-by-case
basis, as a function of donor involvement and the
nature of the programmes implemented. In Mozam-
bique, for example, the Commission is coordinating
with a number of other Member States as part of
Proagri, a sectoral programme to strengthen the
capacity of the Ministry of Agriculture.

3.2.6. Transatlantic dialogue

In 1995, the European Commission and USAID (US
Agency for International Development) launched a
new stage of the transatlantic initiative, the aim of
which is to step up their coordination in various fields.
With regard to food security, this dialogue takes place
in the field in seven pilot countries: Bangladesh,
Bolivia, Ethiopia, Haiti, Kyrgyzstan, Malawi and
Mozambique. A food aid analysis table has been
jointly drawn up and includes the following points:
means allocated; consultation to assess needs and
develop a targeting strategy; factors of long-term
food security; assessment: frequency, criteria, problems
encountered and joint assessment.

In Haiti, this table was used positively to assess the EU
and US food aid programmes. In Kyrgyzstan, Euro-
peAid/USAID coordination led to harmonised interven-
tion by both donors and a reduction in the distorting
effects of the US food aid on local markets. In
Bangladesh, it led to the joint production of an impact
study on income-producing programmes for vulner-
able populations.

2001 — Allocations by implementing partners

Partners € million Indirect € million
Direct 180.24 WFP 98.00
Euronaid (NGO) 76.00
Indirect 250.94 IND'RECT AlD NGO 60.00
Other 2281 UNRWA 15.00
FAO 1.94
Total 453.99 Total 250.94
Country Sum of valors  Country Sum of valors  Pays Sum of valors
Angola 28 4525 191 Armenia 10 000 000  Niger 2612 492
Ethiopia 25386 971  Kyrgyztan 10 000 000  West Bank 2 609 162
Georgia 25000 000 Somalia 9451499  Syria 2 584 760
North Korea 24 569 523  Honduras 6 696 996  El Salvador 2 210 685
Bangladesh 24 500 000  Ecuador 6 000 000 Bolivia 2 145 901
Afghanistan 20 548 177  Cambodia 5707 110  Haiti 2 000 000
Malawi 18 000 000  Tajikistan 5662 583 Zambia 1602 071
Eritrea 17 342773  Peru 5000 000 Liberia 1 258 665
Mozambique 14 800 000  Mali 4740 391  Laos 1060 764
Sudan 13653576 Gaza 3792572 India 999 724
Sierra Leone 13389602 DR Congo 3445775 Nicaragua 891 312
Yemen 12 000 000  Jordan 3119151 Guatemala 447 350
Burkina Faso 11532345  Lebanon 2 894 354



Implementation: horizontal instruments

2001 — Geographical distribution of allocation

Geographical zones € million
ACP 167.64
Asia 77.39
Latin America 23.39
NIS 50.66
Europe 0.00

Mediterranean & Middle East 27.00

Other 22.81
To be distributed 85.10
Total 453.99

ACP € million
East Africa 65.83
South Africa 62.83
Central Africa 6.06
West Africa 30.92
Indian Ocean 0.00
Caribbean 2.00
Total 167.64

Distribution by programme

implementing partner 1993-2001

Type of aid 1993 1994 1995 1996 1997 1998 1999 2000 2001
(€ million)

Direct aid 137.41 183.18 202.16 272.15 287.28 271.91 258.55 196.06 180.24
NGO 160.13 154.51 214.38 106.51 87.21 113.59 85.00 108.05 136.00
WEFP 158.47 144.16 137.54 111.45 123.87 141.47 104.14 90.00 98.00
UNHCR 15.66 10.55 12.74 — —_ — = — -
ICRC 20.96 20.27 23.04 —_ 10.57 9.21 — — —
Other organisations 38.14 21.23 13.63 13.40 11.91 12.29 25.50 15.60 16.94
Other (TA, price adjustment) 43.23 55.20 42.81 56.65 15.60 29.88 31.79 48.70 22.81
Total 574.00 589.10 646.30 560.16 536.44 578.35 504.97 458.41 453.99

Geographical distribution of allocation — Programmes 1993-2001

Geographical area 1993 1994 1995 1996 1997 1998 1999 2000 2001
(€ million)
Europe — —_ — — 10.76 0.22 26.90 11.00 —
ACP 329.97 365.34 371.61 248.22 248.02 239.09 226.97 236.83 167.64
Mediterranean & Middle East 74.21 51.80 43.33 34.67 2291 30.11 20.55 24.80 27.00
Asia 61.99 64.17 121.01 82.18 102.01 154.95 80.73 61.34 7739
NIS — — — 69.00 62.69 51.10 49.87 41.43 50.66
Latin America 55.63 49.91 67.54 69.44 61.57 72.98 55.56 34.31 23.39
Reserve and not distributed 8.97 2.68 — - — — 12.61 — 85.10
Ather (TA, price adjustment) 43.23 55.20 42.81 56.65 15.60 31.04 31.79 48.70 22.81
Total 574.00 589.10 646.30 560.16 523.56 579.49 504.97 458.41 453.99
Direct aid ACP countries

400 400

300 300

200 200

100 100

1993 1994 1995 1996 1997 1998 1999 2000 2001 1993 1994 1995 1996 1997 1998 1999 2000 2001
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Over a million bednets were impregnated at hamlet level (Vietnam).

3.3. Health, AIDS
and population

3.3.1. Community response
to the problem

Improving the health and welfare of people in the
developing countries, the integration of the devel-
oping countries into the world economy and the fight
against poverty are an integral part of Community
policy (Articles 179 and 177 of the Treaty).

The Commission, in conjunction with the Member
States, has gradually established a coherent set of aims
and principles governing the choice of activities and
the allocation of means to problems related to the
major diseases and reproductive health (7).

3.3.2. Objectives

(A) POVERTY-RELATED DISEASES:

» maximise the impact of existing interventions,
services and commodities in the fight against the
main transmissible diseases affecting the poorest
populations;

» increasing access to essential medicines;
» stepping-up research and development, especially

into vaccines, microbicides and innovative treat-
ments.

') http://europa.eu.int/comm/development/aids/html/policiesnf fr.htm

© Malarie project Vietnam

(B) REPRODUCTIVE HEALTH:

» guarantee the right of women, men and adoles-
cents to good reproductive and sexual health;

» allow women, men and adolescents access to a full
range of care, services and safe and reliable prod-
ucts concerning reproductive and sexual health;

» reduce the maternal mortality, especially in the
countries and population groups where it is
highest.

3.3.3. Activities in 2001 and areas
of intervention

In recent years, greater attention has been paid to
health problems in the developing countries, especially
to the major so-called poverty-related diseases.

A Commission communication concerning the
programme of accelerated action on these diseases
was adopted by the Council in May 2001 (?).

The process of selecting proposals received from the
call for proposals, published in January 2000, and
which had already served as a basis for mobilising
credits for a first set of proposals in 2000, was
continued. Of the 295 proposals initially submitted 112
were examined.

In 2001, 16 projects were accepted for a budget of
€ 20.7 million, with the following breakdown:

AIDS: 11 projects for € 15.2 million; Population: 5
projects for € 5.5 million.

Several of these projects (6) aim to tackle the problem
of HIV mother-to-child transmission. Others focus on
the prevention of AIDS by means of better care for
people affected by sexually-transmitted diseases (3) or
by education and training programmes (3). Three
projects concern maternal health.

This call for proposals was a first in the context of
these budget lines in that it was addressed to a large
range of actors: NGOs, local and national authorities,
research institutes and community organisations,
public and private services.

The actions undertaken in 2001 therefore included the
implementation and follow-up of activities launched
during that year and those of previous years. In
December 2001, over 90 projects worth almost € 100
million were being followed-up.

3.3.4. The prospects:
the Commission’s active
commitment

The Commission’s participation in 2001 in defining the
guidelines for a new Council Regulation on combating

(
(?) COM(2001) 96 of 21.2.2001 adopted by the Council on 14.5.2001, 2346th meeting of the Council — General Affairs.



diseases (HIV/AIDS, Tuberculosis and Malaria) and
reproductive health, the creation of a Global Fund for
the fight against these three diseases and the Commis-
sion communication on health and poverty (') will help
to define better the role and place of thematic budget
headings concerning health.

The priorities and measures to be applied in the future
centre around four points:

» better communication concerning the interven-
tions supported by the budget headings in order to
reinforce their impact on improving the quality of
the services provided to people and support for
changes in health policies;

» in-depth analysis of the context in which interven-
tions are implemented;

» applying know-how on the ground and ownership
of it by local stakeholders; and

» establishing an operational link between the fight
against specific diseases and reproductive health
and support for development of the health system.

3.4. Fighting against drugs

Prevention, treatment, reintegration of drug addicts
into social and working life, epidemiological studies,
combating money laundering, creation of new laws
etc. The questions raised by drug trafficking and
consumption require targeted responses that fit in
with the European Union’s global strategy.

3.4.1. Activities in 2001

In accordance with the European Union’s Action Plan,
Community cooperation is centred on three major
areas:

» an intervention balanced between reduction of
demand and of supply;

» the principle of ‘shared responsibility’ between
producer countries, transit countries and consumer
countries; and

» the incorporation of drugs control into develop-
ment cooperation.

With regard to the reduction of supply, the Commis-
sion has organised its operation around two major
trafficking routes that supply the European Union. In
order to reinforce the impact of European action, the
Commission has agreed on an information exchange
system with the Member States in order to step up
European coordination.

(') COM(2002) 129 of 22.3.2002.

© Annie Martinez Alonso

Implementation: horizontal instruments

Opium smoker in a village in northern Thailand.

The Commission’s intervention is often based on the
expertise of Member States’ national administrations.
This mobilisation of European expertise fosters rela-
tions between beneficiary countries and Member
States, which is most welcome due to the international
nature of trafficking.

On the cocaine route, in Latin America, the EC
recently began assisting the Venezuelan government
in setting-up a national drugs observatory and has
allocated € 2 million to this. In Colombia, the EC
wishes to play a major role in the peace process and it
contributes to this by means of alternative
programmes (€ 30 million out of a total of € 105
million). In the Caribbean, the EC has contributed
some € 23 million to the Barbados action plan from
heading B7-6310 and from the European Development
Fund, which includes a set of programmes covering all
aspects of the fight against drugs. This initiative is the
result of a joint approach on the part of the Caribbean
countries, the EU, the USA and the UN. The Commu-
nity action is designed to reinforce the fight against
money laundering and cocaine trafficking by stepping
up maritime surveillance and setting up central coordi-
nation units that encompass the police, customs and
the armed forces.

On the heroin route, various schemes to combat traf-
ficking have been undertaken in Central Asia and in
the Caucasus. Demand reduction programmes are in
the pipeline. The EC is preparing a new project
focused on Iran, designed both to prevent drug addic-
tion and to train magistrates. It also finances efforts to
step up cooperation between the countries of Central
Asia, Iran, Pakistan and Turkey.

For demand reduction, the Commission supports a
global approach that goes well beyond detoxification.
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Marron house — a new drugs rehabilitation centre in St Vincent.

The Commission finances a set of programmes from
heading B7-6310 and other headings (regional) which
support the development of networks of NGOs. These
are designed to provide drug addicts with a wide
range of services — from basic medical care to social,
family and professional rehabilitation and including
detoxification and reducing the risks attached to drug
use, especially for injecting drug users.

To provide a more appropriate response to the
problem, it also intends to improve third countries’
knowledge of the situation as regards drugs, by
financing projects to collate data in these countries.
This approach is particularly important to enable the
beneficiary countries to define their needs more
clearly and to participate in projects in full knowledge
of the facts.

The Community also finances several programmes to
combat money laundering and is involved in the
work done by the OECD in this field.

3.4.2. Perspectives

In its communication of 8 June 2001 (') on the imple-
mentation of the EU Action Plan on Drugs, the
Commission confirmed the importance given to assis-
tance to non-EU countries in the field of combating
drugs. In this context, the Commission has undertaken
to focus the programming of anti-drugs action on the

1

OM(2001) 301 final of 8.6.2001.

countries crossed by the EU’s two main supply routes.
The Commission will continue to develop projects to
step up coordination between the beneficiary coun-
tries and with the Member States.

3.5. Linking relief,
rehabilitation
and development

In April 2001, the Commission adopted a communica-
tion on linking relief rehabilitation and development
(LRRD) The Commission has undertaken a number of
actions to implement the policy principles of LRRD and
is in the process of proposing further orientations and
decisions to that end, including:

> restructuring of budget lines and regulations to be
used for linking relief and development;

» establishing guidelines for ECHO's exit strategies;
and

» establishing an agenda for improving its working
methods with a view to increasing its capacity for
rapid interventions.

In 2001, ECHO’s mandate and role vis-a-vis the
other Community instruments in the field of external
relations was further clarified with respect to its role
in the so-called 'transition gap’ between relief, reha-
bilitation and development (LRRD). As outlined in
the Commission communication on LRRD (?), ECHO
will focus on its core mandate, while development
cooperation will have to strengthen efforts to bridge
the gap from the other side. In order to further
enhance its transparency and predictability, ECHO
prepared a working paper in December 2001 to
clarify its general criteria for phase-outs and hand-
overs. The working paper established these criteria in
two steps:

(1) by defining the modalities for a smooth transition
from humanitarian assistance to rehabilitation and
development, and

(2) by looking at the main contextual factors that will
have an impact on the modus operandi for phase-
outs.

(" C
(?) Commission communication on linking relief, rehabilitation and development — An assessment (COM(2001) 153 final of 23.4.2001).



3.5.1. The main instruments

AID FOR UPROOTED PEOPLE

A new legal basis (') came into force in 2001, under
which action for Asia and Latin America can be
programmed until 2004.

Furthermore, as the convention currently in force
between the European Community and the United
Nations Relief and Works Agency for Palestine
refugees (UNRWA) (?) is about to expire, the Commis-
sion has obtained a negotiating mandate from the
Council to draw up a new Convention to last for four
years.

As regards the ACP countries, Article 255 of the Lomé
IV Convention allows resources of the European Devel-
opment Fund to be mobilised to assist uprooted
people in these countries.

REHABILITATION SCHEMES

EC policy in this field is governed by Council Regula-
tion No 2258/96 of 22 November 1996 on rehabilita-
tion and reconstruction operations in developing
countries (published in OJ L 306 of 28.11.1996). These
operations: ‘of limited duration and to be launched as
quickly as possible without compromising the quality
of assessment, shall be designed to help re-establish a
working economy and the institutional capacities
needed to restore social and political stability to the
countries concerned and meet the needs of the people
affected as a whole. The operations must progressively
take over from humanitarian action and pave the way
for the resumption of medium-term and long-term
development aid’.

ACTION AGAINST ANTI-PERSONNEL LAND MINES

Although Community operations in this field have
their own budget heading of a general scope, they did
not until now have a specific legal basis. Here again,
the adoption of a legal basis (?) that is valid until 2009
will help to increase the coherence of operations by
means of medium-term programming.

NGO co-FINANCING

Council Regulation No 1658/98 of 17 July 1998 (%) on
co-financing operations with European NGOs is also an
instrument for financing development operations that
take over from humanitarian operations.

© Sean Sutton/MAG

Implementation: horizontal instruments

A new law on measures against anti-personnel mines valid up to 2009 will
improve coordination of operations and medium-term programming
(Cambodia).

3.5.2. The main areas of action
in 2001

AID FOR UPROOTED PEOPLE

Although operations in Latin America continue, new
commitments in this field primarily concern uprooted
people in Asia in situations of prolonged crisis. These
are people who come from Afghanistan,
Burma/Myanmar, Sri Lanka and the Philippines
(Mindanao). The projects currently under way cover a
wide variety of fields, ranging from assistance to
refugees in camps — generally implemented by the
UNHCR — to operations carried out by international
and local NGOs working in the fields of education,
health, water supplies or rural development. Where
the situation allows, the emphasis is on returning
people to their regions of origin.

As a result of the deterioration of the situation on the
ground in the Middle East, the European Community
has decided to increase its contribution to the activi-
ties of UNRWA. Besides its annual allocation for 2001

(") Regulation (EC) No 2130/2001 of the European Parliament and of the Council of 29 October 2001 on operations to aid uprooted people
in Asian and Latin American developing countries, OJ L 287, 31.10.2001, p 3.

(?) EC-UNRWA Convention 1999-2001, Council Decision, OJ L 261, 7.10.1999.

(®) Regulations (EC) Nos 1724/2001 and 1725/2001 of the European Parliament and of the Council of 23 July 2001 concerning action
against anti-personnel landmines in developing countries, OJ L 234, 1.9.2001.

(*) OJL213,30.7.1998, p. 1.
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Camp of Rom refugees in Leposevic (Kosovo).

(€ 42 million), an additional contribution of € 15
million was mobilised for operations in the field of
education and primary health care for refugees in four
geographical areas: West Bank, Gaza Strip, Lebanon
and Syria.

As regards the ACP countries, a convention of € 25
million was signed with the UNHCR for the voluntary
repatriation of Burundian refugees currently in
Tanzania on the basis of Article 255.

REHABILITATION OPERATIONS

Rehabilitation operations are financed from various
budget headings covering different regions of the

Prevention and information to help combat anti-personnel land mines
(Cambodia).

© Joaquin Silva Rodrigues

© Sean Sutton/MAG

world (Asia, East Timor, Latin America, Mediterranean,
new independent States and ACP countries). The
projects funded take several forms and cover very
varied sectors, ranging from support for grassroots
community organisations to large-scale projects to
rehabilitate infrastructure.

East Timor deserves special mention: Community
support combined with the international community’s
efforts under the Trust Fund for East Timor is
contributing to the creation of an independent State.
The fact that elections for the constituent assembly
went smoothly in September 2001 augurs well for the
continuation of the reconstruction process.

ACTION AGAINST ANTI-PERSONNEL LAND MINES

Action against anti-personnel land mines concerns the
countries worst affected by this scourge. These opera-
tions cover both de-mining operations (Afghanistan,
the Balkans, Angola, Mozambique, Somalia, Laos), and
the establishment of information systems (Balkans)
and institutional support (Cambodia).

3.6. Environment

The year 2001 has been very intensive in terms of
activities carried out in the fields of conservation and
wildlife (C&W), forestry (For) and sustainable manage-
ment of natural resources (SMNR) with the implemen-
tation of seven new programmes/projects for a global
amount of € 55 1 million, and with the approval of
four new programmes totalling € 26 million.

Ongoing activities have been pursued, in particular in
the Congo Basin, with the Regional programme for
the conservation and rational utilisation of forest
ecosystems in Central Africa (Ecofac) and related activ-
ities coordinated by the strengthened Regional Envi-
ronmental Unit based in Libreville. The duration of
some programmes planned to end in 2001 has been
extended: Wildlife Tanzania, Wildlife vision Gabon,
Indian Ocean Regional Environmental Programme. The
regional SMNR in Western Africa (AGIR, Guinea,
Guinea-Bissau, Mali, and Senegal) has slowed down
due to insufficient internal consistency, and a global
evaluation is about to be launched.

The main tangible outcomes of year 2001 are the
increase by five times of the total area of the Odzala
National Park (Congo Brazzaville) and of the Monte
Alen National Park (Equatorial Guinea) as well as the
constructive continuation of the dialogue with logging
companies. Furthermore, it is important to note the
establishment of the Network of Protected Area of
Central Africa (RAPAC) with the election of the Presi-
dent and the organisation of the first meetings of the
Board of Directors. The willingness of the five world
heritage sites in the Democratic Republic of Congo to
join the network and the new membership of The
Zakouma National Park in Chad are likely to give a
very positive impulse to RAPAC.



The ninth EDF programming exercise has begun with
particular emphasis on regional programmes and the
need to appoint a network of experts with regional
tasks who can support EC delegations and the
Commission in implementing environmental policies
and programmes.

Water management has to be seen as a cross-sectoral
issue to be incorporated into development policies
centred on poverty reduction (see Section 2.5.3).

Energy is recognised as an important cross-cutting
element in the elimination of poverty and the achieve-
ment of the Millennium Development Goals. The
strategy for sustainable energy support emphasises the
need to mainstream it into the social and economic
sectors (health, education, and enterprise develop-
ment), as well as the environmental and other benefits
of increasing use of energy efficiency and renewable
energy. It also emphasises the importance of institu-
tional capacity building and policy support in the
energy sector, as well as the necessity to enhance part-
nerships between the private and public sectors, and
involve civil society.

A Working Group of the ACP-EU Joint Parliamentary
Assembly on Renewable Energy developed a resolu-
tion, adopted by the Assembly in 2001, recognising the
essential need for energy services in the fight against
poverty, and calling, inter alia, for awareness-raising
and capacity building measures for renewable energy.
As a follow-up to the above resolution and in order to
stimulate integration of sustainable energy into the
ninth EDF programme, a conference, for NAOs and key
stakeholders, on sustainable energy in ACP islands was
organised by the Commission, in June 2001 in the
Dominican Republic, to raise awareness and start the
energy mainstreaming process.

3.6.1. Activities in 2001

The financial allocations earmarked for the environ-
ment and forests are designed to:

» support global or regional initiatives, especially in
connection with regional conventions in the envi-
ronmental field (climate change, biodiversity,
desertification) or international agreements;

» select, on a flexible basis, the partner countries
(including middle-income countries) that are of
particular importance in the context of the fight
against environmental degradation in general,
such as Mexico, Brazil or certain countries in South-
East Asia;

» launch pilot initiatives.

In 2001, commitment appropriations amounted to €
54 million, of which € 13 million were appropriations
carried over from 2000 to 2001 because of the late
adoption of the legal bases (the new regulations were
adopted in November 2000).

Implementation: horizontal instruments

Regional solar energy programme in Burkina Faso.

Activities in 2001 were a continuation of those carried
out in 2000. Essentially they involved the management
of 221 projects adopted in 2000 or earlier, with the
following geographical breakdown:

Environment Forests
Africa and Madagascar 49 46
Pacific - 2
All ACP States 6 -
Latin America and the Caribbean 22 53
Asia 8 16
Mediterranean 4 =
Global 6 9
Total 95 126

In addition there are 29 projects selected following a
call for proposals which generated almost 640 funding
applications, and 5 other targeted projects

Call for proposals Environment Forests
Africa and Madagascar 1 5
Latin America and the Caribbean 5 11
Asia 3 4
Subtotal 9 20
Outside the call for proposals

Africa and Madagascar 1 2
Latin America and the Caribbean 0 1
Asia 1

Subtotal 2 3
Total 11 23
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© Joaquin Silva Rodrigues

Village community in Khatlon (Tajikistan).

3.7. Co-financing NGOs

The Commission co-finances operations in the devel-
oping countries and information campaigns in the
Member States with northern NGOs. It also co-finances
operations to increase cooperation initiated by
southern civil society actors.

The whole 2001 budget of € 204 million was
committed.

3.7.1. Co-financing with European
NGOs (")

At 1 January 2001, there were 1 759 projects under
way, plus 293 projects selected in 2001 from the 1 200
applications for co-financing that were presented
under the first call for proposals (published in June
2000).

ON THE GROUND

These actions are proposed (exclusive right of initia-
tive) by European NGOs (which have their headquar-
ters and decision-making centre in a Member State)
and are carried out either in the form of ‘projects’ on
the ground in the developing countries or in the form
of ‘block grants’ when, for reasons of effectiveness,
several micro-operations are grouped together. In this
case they are referred to as ‘contracts’.

Generally speaking, therefore, the Commission co-
finances projects and sets of thematic operations
aimed at poverty reduction in the most vulnerable
countries to the tune of € 176 million annually.

(") Budget heading B7-6000, Regulation (EC) No 1658/98.
(?) Budget heading B7/-002, Regulation (EC) No 1659/98.
(?) See http://europa.eu.int/comm/europeaid/cgi/frame12.pl

Total cost/EU participation by region of the beneficiary
world in €

120 000 000 —
100 000 000
80 000 000
60 000 000 -
40 000 000

20 000 000

—

Dark: total cost of the operations proposed; light: the share effec-
tively co-financed by the Commission. The percentages given
correspond to actual financing by geographical area.

Comments: This analysis by area corresponds to the distribution
of the poorest or worst affected people; the reason for slight
distortions is the exceptional operations in Mozambique or Cuba
during this period.

DEVELOPMENT EDUCATION

Like the operations described above, European NGOs
also propose campaigns to raise public awareness in
the European Union. In 2001, the Commission analysed
132 applications, and selected 49 operations for co-
financing totalling € 19.3 million.

Under the 2000 call for proposals, 21 operations were
selected and financed out of the total of 61 presented
in 2000.

3.7.2. Decentralised cooperation (%)

Out of the 74 requests presented in 2000 and 2001, 19
grants were committed in 2001 for a total of € 5
million.

3.7.3. Other activities

» Publication of two new calls for proposals (?) at the
end of December 2001 in accordance with the
guidelines approved by the Member State for the
years 2002-03.

» Drafting of the ‘Co-financing Info Guide’ (%), which
will be useful for the appraisal, execution and eval-
uation of operations and in the context of the
devolution process, will help the delegations to
keep a firmer hand on follow-up, monitoring and
control activities.

(%) Available soon at http://europa.eu.int/comm/europeaid/projects/ong_cd/index_fr.htm



Implementation: horizontal instruments

The Commission’s Head of Delegation for Niger speaking with the Dogo community leaders and the chair of the
women’s group.

6% CDC by origin of contractants

B Germany (1)
10 % France (5)
Netherlands (2)
Argentina (1)

59 Uruguay (1)

Chile (1) Morocco (1)
Peru (1) Gambia (1)
Costa Rica (1) Benin (1)
Guatemala (1) M Vanuatu (1)
Haiti (1)

As its design is firmly focused on the new technologies
(Internet), users can have instant and direct access to
the relevant information, thereby fostering an effec-
tive operational approach to combat poverty in the
developing countries.

DRAFTING THE PROGRAMME CONTRACT INSTRUMENT

In accordance with the rationalisation policy adopted
by the Commission following the decision of 16 May
2000, in view of the proposal made by the NGOs, in
accordance with existing rules, especially to improve
the quality and coherence of long-term operations, a

‘call for programme contract ideas’ was published at
the same time as the call for proposals for 2000.

Some 67 applications were registered totalling more
than € 300 million. A new evaluation and selection pro-
cedure for this pilot co-financing instrument is in the
process of being drawn up. 15 proposals, representing a
total request of € 83.5 million were chosen for this pilot.
A budget allocation of some € 40 million will allow the
best programmes to be financed as from 2003.

The Commission intends to participate in the seminars
organised by civil society, particularly to evaluate the
start-up of this pilot instrument.



IMPLEMENTATION:
THE REGIONS

The EC external assistance covers all the regions in the world. The
following sections show the EC partnership and cooperation activities in all
of them, under geographical bases. To make reading easier, we display all
of the countries of each region in these pages. The sub-regions are indi-
cated, where relevant.

Countries covered by the EC external assistance

W The Balkans The partner States South African, Caribbean
Albania. Bosnia and of Eastern Europe Mediterranean, and Pacific (ACP)
Herzegovina (BiH) and Central Asia Near and
Croatia, the Former Armenia, Middle East Carribean
Yugoslav Republic Azerbaijan, Belarus, Algeria, Cyprus (*) Antigua and ’
of Macedonia Georgia, Egypt, Israel, Barbuda, Bahamas,
(FYROM), the Kazakhstan, Jordan, Lebanon, Barbadf.s, Belize, West Afri
; . Cuba (**) Dominica est Africa
Federal Republic of Kyrgystan, Malta, (*) Morocco, L 4 pin, Burkina <
Yugoslavia (FRY). Moldova, Palestinian Dominican e lCape Verde
Mongolia, Russia, Authority, Syria, Republic, Grenada, Ghar . '
7l e " Guyana, Haiti ana, Guinea,
Tajikistan, Tunisia, Turkey (*). yana, g a S
: lj St K Cote d'lvoire, .
Turkmenistan amaica, St Kitts i o
N 2 ; ; leer@pTﬁe
Ukraine and Nevis, St Lucia, 2 .
Uzbekictan: St Vincent and the Gambigz.Guinea
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(*) Originally Euromed
countries, at present EU
candidate countries.

Bissad, Mali,

Grenadines, S ‘ )
Suriname, Trinidad MManla, Niger,
and Tobago. Nigeria, Senegal,

Sierra Leone, Togo.
Pacific

Cook Islands, Fiji,
Kiribati, Marshall
Islands, Micronesia,
Nauru, Palau,
Papua New Guinea,

(**) Cuba was admitted as
a new member of the
ACP in December 2000,
but is not signatory to
the Cotonou
Agreement

Central Africa
Cameroon, Central
African Republic,
Chad, Equatorial
Guinea, Gabon, Sao
Tomé and Principe.

Eastern and
southern Africa
and Indian Ocean
Angola, Botswana,
Burundi, Comoros,



Congo, Congo
(DRC), Djibouti,
Eritrea, Ethiopia,
Kenya, Lesotho,
Madagascar,
Malawi, Mauritius,
Mozambique,
Namibia, Rwanda,
Seychelles, Somalia,
South Africa,
Sudan, Swaziland,
Tanzania, Uganda,
Zambia, Zimbabwe.

Overseas Countries
& Territories
Anguilla, Aruba,
British Virgin
Islands, French
Polynesia, Mayotte,
Montserrat,
Netherlands
Antilles, New
Caledonia, Pitcairn
Island, St. Pierre
and Miquelon,
Turks & Caicos,
Wallis & Futuna.

Asia Other countries
and regions (°)

ASEAN
Brunei, East Timor, Hong
Burma/Myanmar,
Cambodia, Macao.
Indonesia, Laos,

Malaysia,

Philippines,

Singapore,

Thailand, Vietnam.

SAARC
Bangladesh,
Bhutan, India,
Maldives, Nepal,
Pakistan, Sri Lanka.

(*) Yemen, Iran, and
Gulf countries are
dealt with in the
Mediterranean
section of this
Report.

Afghanistan, China,

Kong, North Korea,

Latln Amerlca

Central Amenca
Costa Rica, El
Salvador,
Guatemala,
Honduras,

Nicaragua, Panama.

Andean
Community
Bolivia, Colombia,
Ecuador, Peru,
Venezuela.

Mercosur
Argentina, Brazil,
Paraguay, Uruguay.

Others
Chile, Mexico.

m EU \

Austria ﬁ )/
Belgium .
Denma/g/
Finland~

France

Germany
Greece

Ireland

Italy
Luxembourg
Netherlands
Portugal

Spain

Sweden

Unitéd Kingdom

53






4. South-Eastern
Europe:
The Balkans

Since its inception in 1999,
the stabilisation |

association process

towar the western
Balkans. It offers

th
countries in the regi

O:’D

na
steadily closer association
with the EU. The three main

instruments underpinning
this process — contractual
links, autonomous trade
references and financial
assistance — are designed
to equip the countries with
the means to maintain
stable democratic
institutions, to ensure the
rule of law p'ﬂmei
sustain open prosperous
economies amd to create
strong links between the
countries and the EU as
well as encourage regional
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The process is already beginning to produce the
desired results. The countries are becoming stable and
political and economic reform programmes based on
EU law and practice are being implemented
throughout the region. There are, however, many
challenges ahead. Problems of weakness in the rule of
law and democratic institutions, corruption, poverty,
social exclusion and threats of resurgence of extremist
nationalism remain. The European Union’s commit-
ment to the region is long term and it will continue
assist the countries in coping with these challenges
and make headway on the route towards full integra-
tion. The CARDS programme is one of the tools of this
process; its aim is to help these countries become
viable, functioning States at the same time as they
align their legal and economic systems with those of
the EU.

4.1. Introduction

The year 2001 saw the three basic building blocks of
the stabilisation and association process in place and
generating results to the countries or to the region as
a whole.

Stabilisation and association agreements (SAAs) were
signed with the Former Yugoslav Republic of Mace-
donia (FYROM) in April 2001 and Croatia in October
2001: Interim agreements were also signed the same
year with the two countries in order to allow the trade
and trade-related matters of the SAA to enter into
force in 2001. Also in 2001 the Commission recom-
mended the opening of the negotiations for an
EU/Albania stabilisation and association agreement.
Bosnia and Herzegovina (BiH) continued during 2001
the work on the consultative task force and progress
on the 18 basic steps identified in the road map,
hoping for a completion of those in 2002. With respect
to the Federal Republic of Yugoslavia, the EU-FRY
consultative task force was launched in July 2001,
holding two meetings during the year leading to its
final meeting and preparation of a feasibility report in
2002.

The trade preferences, following the EU unilaterally
granting, in November 2000, almost totally free access
to its markets for goods from the Balkans, have
already provided a much needed stimulus to exports.
The trade regime serves as a catalyst to the develop-
ment of a network of free-trade agreements between
the countries of the stabilisation and association
process and beyond. A Memorandum of Under-
standing was signed in Brussels on 27 June 2001, in the
Framework of the Stability Pact, by Albania, BiH,
Bulgaria, Croatia, the Former Yugoslav Republic of
Macedonia, Romania and the Federal Republic of
Yugoslavia aiming to establish a network of free
trade agreements in the South-Eastern Europe
region by the end of 2002.

The EU, which has provided massive financial assis-
tance to the region (over € 5 billion since 1991), has
sifted the emphasis of the assistance as the needs of
the region evolve. A new regulation was adopted in
2000, which brought a more strategic approach to the
provision of assistance to the countries of the region

and reinforces the objectives of the stabilisation and
association process. The assistance will focus increas-
ingly on support for the reforms and institution
building necessary to implement the obligations in the
SAAs. For the period 2000-06, € 4.65 billion has been
agreed for the region.

A qualitative leap forward has been made in the
programming of CARDS assistance with the adoption
at the end of 2001 of the countries’ and regional
strategy for 2002-06. These programmes, designed in
close consultation with the partner countries, the
Member States, relevant international organisations
and other donors, focus CARDS for the 2002-06 period
on key stabilisation and association priority areas,
ranging from essential reconstruction, to focused
measures designed to build each country’s institutional
capacity to understand, legislate on and finally imple-
ment core elements of the acquis and entrench the
rule of law.

This improvement in programming is being matched
by better implementation. CARDS assistance is on the
whole being delivered rapidly and efficiently. The
European Agency for Reconstruction in particular has,
since its creation in February 2000, established an
impressive track record in delivering assistance quickly
and efficiently in its area of operations — initially
Kosovo, but now including Serbia and Montenegro, as
well as the Former Yugoslav Republic of Macedonia
(FYROM), where in December 2001 the Commission
extended its mandate for the majority of EC assistance
programmes in the country. Elsewhere in the region
decision-making is being devolved to delegations on
the spot and their staffing levels are being increased in
order to enhance aid delivery.

In Albania during 2001 implementation of the
programmes designed in the previous years was
ongoing. In order to make further progress in the
stabilisation and association process, Albania needs to
guarantee a stable political environment, with fully-
functioning democratic institutions, which would
allow the country to re-focus on needed reforms and
accelerate their implementation.

This is why the CARDS allocation 2001 of € 37.5 million
has been a transitional year to gradually move the
emphasis from the infrastructure investments to insti-
tution building projects. Project implementation of the
CARDS 2001 is due to start in autumn 2002.

Bosnia and Herzegovina (BiH) continued to proceed
with the process of completion of the ‘road-map’, a
work plan indicating the most crucial reforms, which
BiH must address. BiH benefited from substantial
financial assistance in 2001 (CARDS: € 105.23 million.),
with main focus on refugee return, economic develop-
ment, justice and home affairs and institutional
capacity building.

In 2001 the FYROM faced the most serious political
and security crisis in its history. This crisis had a major
impact on the economy, democratic institutions and
the administration’s ability to continue the reform
process.



Active political mediation by the EU Special Represen-
tative facilitated the signing of a framework agree-
ment between the parties involved in the conflict on
13 August 2001. The framework agreement requests
that the EU coordinate the international community’s
assistance in the implementation of the provisions of
the agreement, in cooperation with the Stabilisation
and Association Council. The full implementation of
this agreement is essential to build the countrywide
political consensus and stability needed for the reform
effort ahead.

The EC's proactive involvement is reflected also in the
additional assistance provided by various EC instru-
ments. Immediate humanitarian needs were covered
by ECHO, and the European Initiative for Democracy
and Humans Rights supported the monitoring of the
population census. The rapid reaction mechanism (€
12.8 million) and CARDS emergency assistance (€ 13.7
million) concentrated mostly on rehabilitation and
reconstruction, to facilitate return of refugees and
displaced persons.

By the end of 2001, some 430 houses, many of them
seriously damaged, had been or were being rebuilt.
Repair and rehabilitation of power networks,
supplying electricity to some 150 000 people, was
completed or well under way. Security remained a
problem both for NGOs involved in housing recon-
struction and the Macedonian Electricity Company,
with works sometimes having to be suspended and
resumed later once security situation permitting.

Rapid progress in the relationship between the EU and
Croatia in 2001 is reflected by the signature of the
stabilisation and association agreement (SAA) in
October, and also in the substantial increase in assis-
tance, from € 18.3 million in 2000, to € 60 million in
2001. While refugee return was the main focus in
2000, the 2001 programme extended to human capital
development, compliance with SAA obligations
(notably in justice and home affairs matters), strategy
development capacity building and support to civil
society.

Meanwhile, assistance to FRY in 2001 amounted to
more than € 550 (') million. Assistance continued with
major repairs and investments in physical infrastruc-
tures and utilities, which accounted for 60 % of 2001
funds. Gradually assistance also moved towards
support for longer-term, sustainable development of
a market-oriented economy (25 % of the funds,
largely directed to enterprise support and rural/agri-
cultural communities) and the establishment of
democracy, human rights and the rule of law (15 % of
the funds).

During 2001, the European Union increased its ties
with the region, building on what had been achieved
in 2000.

The European Agency for Reconstruction (%) is
responsible for the management of the main EC assis-

South-Eastern Europe: The Balkans

tance programmes in FRY and FYROM. The total sum
of EC funds newly delegated to the Agency in 2001
amounted to some € 525 million, and it now oversees
a portfolio of over € 1.6 billion across its four opera-
tional centres. Of the funds under its management at
the end of 2001, 85 % had been contracted and 68 %
paid.

During 2001, in the Republic of Serbia, the Agency
helped to stabilise an emergency situation, ensuring a
sufficiency of electricity and fuel oil, basic foodstuffs
and essential medical supplies, while carrying out
small-scale infrastructural projects in towns and
schools across all municipalities. In the new 2001
programme it consolidated its work in the energy
sector, while continuing to supply essential drugs and
healthcare equipment. It imported agricultural seed
and fertiliser to help revitalise the rural economy. It
provided credits to galvanise the small business sector,
and it launched smaller programmes to promote
freedom of the press, and to support civil and envi-
ronmental regeneration specifically in southern
Serbia.

In Kosovo, the Agency continued to meet the most
basic needs of physical rehabilitation: in works on the
main power plants and coal mines; in rebuilding
damaged houses, roads and bridges; in ensuring reli-
able water supply and waste disposal. At the same
time, it successfully disbursed loans for small and
medium-sized businesses and for small-scale farmers,
and boosted productivity in the rural economy
through the provision of basic agricultural inputs. Its
projects also paid particular attention to
bequeathing longer-term best practice in
Kosovo, by giving technical assistance and
building institutional capacity. Smaller projects
were launched to encourage a free and profes-
sional press, and to support small NGO initia-
tives — particularly for women and for minori-
ties of all descriptions.

In the Republic of Montenegro, the Agency acceler-
ated key improvements in basic infrastructure — build-
ings, roads, bridges, and schools. Increasingly, it gave
more impetus to the reform of central and local
administration.

The scale of the EU’s total engagement in the
region continues to grow. The European Union is
involved at every level. Strategically, by holding out
the prospect of potential membership in the long
term, and much closer association with the EU in
exchange for reform in the short term. Militarily, by
supplying 38 000 peacekeeping troops from EU
Member States, the bulk of the total. Politically, by
taking a very active role in the affairs of the region,
including in responding to crises such as in FYROM and
southern Serbia, or in helping to find solutions to
sensitive political questions like the relationship
between Serbia and Montenegro. Institutionally, by
working across the board to build strong institutions,
so that the western Balkan countries can manage their
own affairs, uphold the rights of their citizens, and

() Including Kosovo and part of the regional cooperation budget. Humanitarian assistance is not included.

(?) See http:// www.ear.int
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tackle organised crime. Economically, by assisting
with economic reform, by providing substantial
budgetary assistance, and above all, by taking the
radical step of opening the entire EU market to
exports from the Balkans, without, at this stage,
demanding reciprocal concessions in return. Finan-
cially, by backing the EU policy with enormous finan-
cial help extending over many years. The region is
receiving some of the highest per capita assistance in
the world, comparable to the levels that the EC is
giving to the candidate countries.

CARDS commitments and payments in the region 2001

(€ million)

Programmes Commitments Payments
2001 2000 2001 2000

Countries/bilateral

Albania 37.50 32.80 56.00 75.30

Bosnia and Herzegovina 118.70 (') 97.30 143.20 191.50

Croatia 60.00 18.30 14.50 11.50

FRY-Serbia/
Montenegro

FRY-Kosovo
FRY-Macedonia

Regional
Cooperation (%)

Subtotal
Regional

Total bilaterall
regional

Other budget
lines/BA
lines (ATA etc.)

Grand total

230.00 215.50

195.80 152.90

171.50 416.00 (°) 402.10 213.20

56.20 (}) 20.90

768.18 800.80
20 16.70

788.18 817.50

8.00 3.00
796.18 820.50

28.10 29.40

968.70 673.80
1700 — ()

970.40 673.80

1.30 250
971.70 676.30

(2
end of 2000.

(') Total 2001 budget is € 105.23 million.
Including € 175 million adopted by Noteboom procedure at the

(®) Implementation of 2001 programme started when political
conditionality was compiled with end November 2001.

(@
(5

country.

Regional cooperation elements are included in the figures per

Regional elements are included in the figures per country.

Overview of commitments/payments 1995-2001 (€ million)

1995 1996 1997 1998 1999 2000 2001 Total
Overall commitments 440 581 584 462 988 1062 5 550
Of which:

CARDS (Onova-Phare-CARDS budget lines)
Commitments 81 320 330 305 455 843 1035 3369
Payments 73 298 254 146 237 624 618 2 250
Ratio payments/commitments 91 % 93 % 77 % 48 % 52 % 74 % 60 % 67 %
Democracy and human rights

Commitments 3.60 6.80 14.00 6.80 9.72 10.40 11.68 63.00
Payments 3.20 6.25 10.90 6.26 4.08 3.01 0.35 34.05
Ratio payments/commitments 89 % 92 % 78 % 92 % 42 % 29 % 3% 54 %

4.2. Regional cooperation

Tackling regional problems and raising levels of

» Institutional capacity building to develop the rule
of law and develop understanding of EU policies,
standards and laws

regional cooperation are the focus of the regional
strategy adopted in October 2001. The € 197 million
package for the period 2002-04 aims at providing
assistance at the following areas:

» Integrated border management to help inter alia
tackle cross-border crime, to facilitate trade across
borders and to stabilise border regions.

» Support for democratic

stabilisation to help

cement advances in democracy and boost involve-
ment of civil society in the region’s development.

» Support for planning the
region’s transport,

energy and

integration of the

environmental

infrastructure into the wider European networks.



These areas have been selected because of their contri-
bution to cooperation between the countries of the
region or because they offer higher efficiency through
delivery at the regional level.

In addition to the approval of the strategic frame-
work, in 2001 the EC launched the regional
programme for an amount of € 14 million addressing
key building blocks for the regional cooperation. It
addressed activities in the areas of justice and home
affairs and especially on justice and police coopera-
tion and training (€ 4.2 million); in the area of infras-
tructure development by making resources available
for an infrastructure project preparation facility for
an amount of € 3 million and to strengthen public
administration reform and regional cooperation (€ 6
million), in particular in the areas of accountancy,
statistics (with the support of Eurostat) and the Euro-
pean Environment Agency. It also launched support to
SENSE News Agency to cover the activities of the
International Criminal Tribunal for the Former
Yugoslavia (€ 0.3 million) and the setting up of a
regional university network (€ 0.5 million), which is a
joint EC-Unesco programme. The programme'’s overall
result will be enhanced reliability, capacities and
accountancy of public administrations especially in
respect of the priority areas of provision of civil
service, administrative organisation and control,
public finance management, financial control/audit,
policy and judiciary capacities, public procurement,
and tax administration and international trade agree-
ments.

EC contribution under CARDS 2001: € 2.85 million (in
addition to € 950 000 under Obnova 2000). This ends
in 2003.

CARDS regional cooperation commitments 2001
(€ million)

Project title Commitment

Justice and home affairs 4.2
Regional infrastructure

development 3.0
Strengthening

public administration 6.0
Democratic stabilisation 0.8
Total 14.0

South-Eastern Europe: The Balkans
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Rehabilitated road section — Podgorica to Bar (Montenegro).

4.3. Transport
and infrastructure,
water and energy

Ahead of the regional programme 2001, a Regional
Balkans Infrastructure Study Programme (€ 6 million)
was adopted in January 2001.

In the transport sector the most high-profile achieve-
ment of 2001 was the opening of the Vora-Sukth
highway near Tirana. This completed the link between
the capital and Durres, on the coast, nearly all of
which was financed by the EC. At Durres, half of the
ferry terminal quay came into operation, with works
on the second half starting later in the year. In May
2001, the 33km Durres—Rroghozine highway opened, a
stretch of road where the East-West and North-South
corridors meet.

During 2001, phase Il of the EC's support to local
community development projects was completed, with
the funding of more than € 7 million worth of small-
scale infrastructure projects in towns and villages
throughout Albania. In 2001 these included nearly 30
rural and urban roads, almost 20 rural water supply
and waste water systems, two bridges a school and a
local court. All projects under Phase Ill of the Local
Community Development Programme have been
concentrated in Tirana, which has doubled its popula-
tion over the past decade. Further smaller-scale invest-
ments are planned in the local community develop-
ment projects within CARDS 2001. The Commission has
already been helping the municipality smarten up the
facades of the main streets — with contributions from
businesses and residents.
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Samac Bridge before reconstruction.

Repairing the damage of conflict includes repairing
national infrastructure as well as infrastructure linking
Bosnia to the rest of Europe. The largest civil engi-
neering reconstruction project, Samac Bridge, worth €
12.3 million, was reconstructed with EC funds.

Samac bridge

The year 2001 saw the completion of Samac bridge,
located on the interstate highway E 73 between
Bosnia and Herzegovina and the Republic of Croatia.
It is an important link along the Pan-European
Corridor V, identified within the Balkan Stability Pact
for future development. The bridge was blown up
during the conflict in 1992, rendering it impassable
to traffic. In addition, the debris in the riverbed
diverted the flow towards the south bank causing
considerable erosion. This change in the hydraulic
regime was restored during the course of the new
works. In general form the reconstructed bridge
follows its predecessor but the width of the
roadway was increased to 6.6 metres between kerbs
to facilitate two-way traffic flow. The scope of the
project was extended to include railway works for
new track over the bridge and connections to the
existing rail networks on the north and south sides
of the river.

Reform in civil aviation transport continued to receive
support, given the needs of the sector, and the
strategic location of Bosnian air space. Technical assis-
tance (€ 1 million) aims to help establish a strong and
effective Department of Civil Aviation, capable of
performing its functions effectively and supervising
the safety and security responsibilities and obligations
upon completion of the project.

Energy infrastructure rehabilitation received € 3.8
million as a complementary action to an EIB and EBRD
funded project. The EC provides a technical assistance
contribution to the interconnection of power systems
in South-Eastern Europe with those of Central and
Western Europe at the central power station in
Ernestinovo in the Croatian Danube Region.

To date, the European Agency for Reconstruction has
repaired 380 km of main roads in Kosovo. The assis-
tance also included essential safety measures such as
horizontal and vertical road signs, white lines, barriers

Samac Bridge reconstructed.

in key road axes and two bridges. This work has signif-
icantly upgraded the transport infrastructure across
Kosovo, thus facilitating the movement of goods and
people. In addition, support has been given to the
railway system in Kosovo (supply of equipment and
the repair of tracks). Institutional support has also
been given to the Ministry of Transport (formerly,
UNMIK’s Department of Transport). The border
crossing at Blace between Kosovo and FYROM is also
being improved.

In Montenegro, emphasis is being placed on improving
the levels of service and road safety of the coastal road
between Petrovac and the Croatian border, and of the
main road between Podgorica and Cetinje. The trans-
port infrastructure programme for the 2001 budget
includes:

» construction of an 8 km third lane on the road
from Podgorica to Cetinje,

» construction of a 1.5 km third lane on the road
from Petrovac to the Croatian border,

» rehabilitation of two additional landslips on the
road from Podgorica to the Croatian border,

» upgrading safety facilities on the sections of the
same two roads that are not directly part of the
other two projects. The project will concentrate on
124 km of road and provide anti-skid surface treat-
ment at ‘black spots’, and crash barriers. It will also
upgrade warning and information signs and
improve road junctions.

Transport and infrastructure is key for the develop-
ment of FYROM, given its geographical position as a
transit country. This sector continued to receive
support from the 2001 budget. Of the € 13.5 million
foreseen for these sectors, € 11 million were
committed to finalising the upgrading of the E75 road,
part of Corridor X of the trans-European network of
cross-continental road routes. A small-scale infrastruc-
ture Fund with € 2.5 million was set up, to provide for
upgrading of infrastructure in municipalities.

To alleviate the consequences of the political and mili-
tary crisis, the EC funded the repair of the electricity

© SFOR



distribution transmission and distribution systems,
local infrastructure, buildings and houses in the former
conflict areas. The EC also provided cash assistance to
about 6 500 families hosting refugees or displaced
people.

Similarly, in FRY, infrastructure, energy, housing and
environment have been the areas receiving assistance,
in total more than € 297 million in 2001. Since June
1999, € 273 million of EU funds have been provided to
improve the energy supply in Kosovo. In 1999 and
2000, € 80 million were allocated to pay for electricity
imports, emergency repairs to Kosovo's own power
stations, and the salaries of employees. In 2000 and
2001, the European Agency for Reconstruction imple-
mented a major overhaul of Kosovo B power plant. To
date, € 121 million have been spent on the overhaul.
Alongside this overhaul, € 50 million of EU funds have
been directed towards an extensive rehabilitation of
the coal mines that feed both Kosovo B and Kosovo A
power stations. Repairs on Kosovo's electricity trans-
mission networks and the district heating systems have
also been undertaken.

The 2001 Serbian energy programme aimed to help
stabilise and secure the domestic power supply
through:

» rehabilitation of four thermo-electric power plants,
plus spare parts for other coal/ hydro-electric facili-
ties (€ 37million)

» 42 projects to overhaul sub-stations and power
lines (€ 24 million)

» provision of equipment and further spare parts for
two coal mines — Kolubara, Kostolac (€ 17 million)

» technical assistance and
(€ 2 million).

institution-building

Works started in August 2001 and are now complete,
with all equipment and other supplies delivered.

The programme also supported the further rehabilita-
tion and maintenance in power generation, distribu-
tion and in the coal mines, and further imports of elec-
tricity. The sum of € 15 million was allocated to the
Serbian Assistance Fund for Energy, a joint venture
with the US Government, which contributed $15
million through USAID. The fund was a financing
mechanism to assist the imports of electricity into
Serbia. EU-funded imports started in early December
and concluded in January 2002. Funds were also allo-
cated to preliminary studies on the setting-up of a
Serbian Energy Efficiency Agency and a Serbian Energy
Regulatory Agency, and a study on the new measures
needed to increase coal production at the Kolubara
mine.

Under the ‘Energy for Democracy’ programme, which
began in November 2000, diesel and heating oil
(‘mazout’) were provided for 60 municipal heating
systems (covering 80 % of the population), for

© EAR
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The ‘Nikola Tesia’ power station at Obrenovac (Serbia).

schools, and for hospital heating systems. Power
plants and coal mines were also supplied. Total
funding of the programme was € 45 million. The
programme continued through the worst of the
winter, and was completed in April 2001. A substan-
tial proportion (70 %) of Serbia’s winter (2000-01)
electricity needs were imported by the EU, with a
total cost of € 45 million, and this helped to stabilise
power supplies. Essential spare parts to secure produc-
tion in the lignite mines of Kolubara and Kostolac
were also contracted, for € 7 million. Deliveries began
in February 2001 and ended in March 2002. A further
€ 7 million was spent on electricity imports during
July and August 2001.

By the end of 2002, the Agency’s housing programme
will have reconstructed over 16 500 houses in Kosovo.
This means that over 120 000 people will have been
assisted. Under the 1999 housing programme, 3 540
houses were reconstructed. A further 8 420 houses
were then reconstructed at a cost of € 60 million
under the 2000 housing programme. The 2001 housing
programme reconstructed a further 3 630 houses. Of
all houses rebuilt by the Agency in 2001, 80 % were in
what is known as Category IV (those completely
destroyed) and most of the rest were in Category Il
(seriously damaged). The European Agency for Recon-
struction has also provided technical assistance to the
Housing and Property Directorate (HPD), and is
completing the reconstruction of five kullas (tradi-
tional stone tower houses).

The European Agency for Reconstruction is engaged in
a huge programme of works to rehabilitate the urban
water supply and sanitation systems in Kosovo, and to
upgrade levels of waste management to western Euro-
pean levels. A programme of support for essential
public utilities, including improvements to the quan-
tity and quality of the water supply (€ 3.7 million) is

61



62

EC development policy and the implementation of the external assistance

High pollution over Pristina (Kosovo).

contributing to the rehabilitation of water installa-
tions, emergency repairs and the procurement of
equipment such as 35 vehicles and 14,000 spare parts
for the municipal water companies. Under the 2000
Programme, € 10 million was directed towards
improving the water supply and sanitation networks.
This included repairs to pumping stations and water
treatment works. In 2001, a programme was launched
to improve solid waste management in Kosovo. Across
Kosovo, 19 waste disposal sites were upgraded. The
works in 2001 also included the construction of six
regional landfills.

Transport and infrastructure: Commitments 2001
(€ million)

Country Project title Amount
Kosovo Transport 18.0
Republic of
Montenegro Transport 7.0
Bosnie Assistance to the Civil
and Herzegovina Aviation Authority 1.0
Albania National transport 12.5
Albania Transport infrastructure
Pogradec-Kapsthice 7.0
Albania Port of Durres 2.
Albania Cross-border crossing
Kakavija-Gjirokaster 6.8
Total 54.4

© Joaquin Silva Rodrigues

ENVIRONMENT

Within the environment sector, 2001 saw the estab-
lishment of the Tirana office of the Commission-
funded Regional Environmental Centre in Budapest.
This means that Albania is now involved in regional
environmental policy-making, and can benefit from
the resources made available for building capacity in
environmental management. With a view to launching
major works on water and waste water systems at
Vlore, Gjirokaster, Saranda and Lezhe, preparatory
work has been undertaken by the Ministry of Public
Works and Tourism, in tandem with Commission-
financed technical assistance.

Environment, which has in previous years also been
the target of EC assistance, was allocated € 3.25
million for the preparation of the National Environ-
ment Action Plan, solid waste feasibility studies and
equipment for air quality monitoring stations in
FYROM.

4.4. Rural development,
agriculture

In Albania, in the agricultural sector, the EC is
working along three lines: food control; fisheries; and
veterinary control. With a view to delivering much-
needed equipment to the central and regional veteri-
nary institutes and laboratories, significant prepara-
tory work has been undertaken in 2001. This equip-
ment will assist the government in developing the
necessary market and service infrastructures to meet
the needs of a reformed agricultural sector.

In Bosnia and Herzegovina agriculture has tradition-
ally been a key economic sector. The EC has helped
veterinary services in ensuring better health and
management of livestock, to increase consumer confi-
dence and trade. Technical assistance has been
provided to create two reproduction centres for pigs
of high genetic value. In the selection of the breed,
particular attention was brought to the adaptability of
the breed to the local conditions, with high success.
There are as a result of the project two multiplication
centres (each with approximately 50 animals), two arti-
ficial insemination centres (with 5 animals each), and
two fattening centres for the first generation boars.
The project has the potential of producing 1 800
tonnes of pig meat.

The aim of the 2001 Serbian agriculture programme
was to support the sector, through:

» the import of a total of 48 700 tonnes of fertiliser
of Romanian origin (36 700 tonnes of NPK
(nitrogen, phosphorus and potassium) in August
and September 2001, and 12 000 tonnes of urea in
January 2002). Deliveries to end-users are
complete;

» arresting the trend of de-stocking of livestock as a
result of feed shortages, through the import of



42 000 tonnes of maize for reprocessing into
animal feed. Imports from Hungary started in
September 2001. Distribution started in March
2002;

» provision of technical support for changes in agri-
cultural pricing and marketing policy, and for the
relevant regulatory framework for food products.
The consultant team started work in January 2002.

In Montenegro, the Agency contracted a procurement
team to purchase and distribute state-of-the-art dairy
production equipment to replace outdated machinery.
The procurement team will assist the Ministry of Agri-
culture in policy issues and assessing business plans of
the selected enterprises receiving the equipment.

Agriculture in FYROM is, together with transport, a
key economic sector for the country and for its trade
relations with third countries. The importance of EU
markets for exports of agricultural products and the
obligations stemming from the Stabilisation and Asso-
ciation Agreement require reforms in veterinary and
phytosanitary controls as well as in animal identifica-
tion systems. Building on results of ongoing
programmes, the 2001 programme provided € 3
million worth of technical assistance related to food
quality control, equipment to extend the veterinary
and phytosanitary control capabilities, and training
and equipment to ensure that the animal identifica-
tion system covers all the livestock of primary impor-
tance.

CARDS rural development, food security —
Commitments 2001

(€ million)
Country Project title Amount
Albania Local community

development 10
FYROM Institutional capacity

building — Agriculture 3
Kosovo Agriculture 10
Serbia Agriculture 20

Total 43
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4.5. Institution building

In Albania institution building receives the greatest
proportion of EC assistance. This responds to the need
for stronger public institutions, necessary for Albania
to develop closer ties with the EU in the framework of
the stabilisation and association process. Of the € 37.5
million allocated in 2001, € 23 million were devoted to
enhancing Albania’s capacity in terms of security and
public order, strengthening rule of law, good gover-
nance and respect for human rights, strengthening
public finances, increasing customs and tax revenues,
strengthening standards and certification, and aid
coordination.

Together with refugee return, institution building is
the area receiving most EC funding. In Bosnia and
Herzegovina, in 2001 alone, € 31.26 million were
directed to institutional capacity building (state and
entity-level institutions) and justice and home affairs
(Independent  Judicial Commission and border
management).

Institution building is the main focus of the 2001 assis-
tance programme for Croatia, receiving € 284
million, and covering sectors such as labour market
restructuring, alignment to EU standards, reform of
the judiciary, asylum policy, integrated border
management, public administration reform, intellec-
tual property, competition policy, statistics, strategy
development capacity building and civil society.

Institution building needs vary between the various
parts (Serbia, Kosovo, Montenegro) of FRY, which in
total received € 59.8 million for this purpose in 2001.
In Serbia, a Policy and Legal Advice Centre featured a
special team of 12 international and local experts
assembled to provide advice to the government on key
issues: e.g. transition to a market economy, regulatory
framework, harmonisation of legislation with the EU,
accession to the World Trade Organisation. The signa-
ture of the agreement financing the Centre took place
in October 2001, and the team started work in
December 2001.

In Kosovo, EU local government experts have been
seconded to municipalities in Kosovo to assist in their
institution building. In 2000, the Municipal & Local
Investment Fund (MLIF) was established to finance
small-scale infrastructure rehabilitation projects
proposed by municipalities across Kosovo. Examples
include road patching and the repair of street lighting
and pavements. The Agency also supported the OSCE
in its organisation of Kosovo's election in November
2001.

Governance will be enhanced in Montenegro through
an Agency project to assist the decision-making capa-
bilities of several of its institutions, such as the Statis-
tical Office. Management expertise will be provided,
as well as training sessions and study trips abroad. The
project also foresees the provision of technical support
to assist in reforming the administration of capital
expenditure in the public sector. The Agency is also
providing technical support to the Budget Office, Trea-
sury Unit, Internal Audit and IT Unit within the
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Ministry. In addition, IT equipment to the value of € 1
million has been provided, and a long-term informa-
tion and technology expert will support the computer-
isation of the Ministry. Technical expertise is also
provided to support the restructuring of the Ministry
of Finance.

Centrally-managed projects have again included
customs and financing of transitional civilian adminis-
trations, owing to the specific nature of these
programmes. The Balkans Customs Team of EuropeAid
Cooperation Office has continued its direct manage-
ment of the Customs Assistance Mission in Kosovo
(CAM-K) (€ 5 million) and has started developing
similar assistance to Serbia (€ 5 million) and to
Montenegro (€ 1.4 million). The Customs Assistance
Mission to Albania (CAM-A) (€ 2 million) and the
Customs and Fiscal Assistance Office (CAFAO) (€ 10.5
million) were also successfully continued. Furthermore,
the Commission continued supporting the running
costs of the interim administrations in Bosnia and
Herzegovina and Kosovo. In addition, € 13.5 million
were provided for the Office of the High Representa-
tive and € 11 million were provided for the EU Pillar of
UNMIK responsible for the reconstruction and
economic recovery of Kosovo.

In FYROM, the strengthening of government institu-
tions is high on the reform agenda, and institution
building therefore continues to receive EC support; in
2001, € 11.5 million were earmarked for this purpose.
The main focus was in the area of justice and home

sffairs (judicial reform, integrated border management
and customs administration), building on programmes
from previous years. In addition, to assist the country
in implementing the framework agreement for peace,
€ 1.7 million were provided to support police reform.

The Customs and Fiscal Assistance Office (CAFAO)

Since 1996, the Customs and Fiscal Assistance Office
(CAFAO) has been assisting the State and Entity
authorities of Bosnia and Herzegovina to implement
the customs and tax-related provisions of the Dayton
Peace Agreement. Assistance and advice are given on
all aspects of customs and taxation work: manage-
ment, organisation, structure, procedures, legal ques-
tions, computer systems, investigation, and training.
CAFAO is generally viewed as one of the more
successful reform programmes in Bosnia and Herze-
govina, with assistance being provided against a
background of an inconsistent and shifting political
will to implement change, the continued existence of
ethnically-based parallel structures and widespread
corruption. The number of European customs and
taxation officers working in the programme has
varied from 20 to 40 depending on programme needs
and activities. One of the most obvious indicators of
its success is the consistent increase in customs
revenue, which in 2001 was three times as much as in
1996.

This table shows examples of important projects in
institutional building for 2001.

Institution building — CARDS commitments 2001 (€ million)

Institution Country Project title Amount

General Directorate of Customs Albania Customs Assistance Mission (CAM-A) 2

General Directorate of Taxation Albania Computerisation of taxation 2

Federation Customs Administration and Republika Bosnia and 10.5

Srpska Customs Administration Herzegovina Modernisation of customs

UNMIK Customs Service Kosovo Modernisation of customs 5

JHA Croatia Judiciary and law faculties 0.6

Institution building Croatia Support to the Ministry of European Integration 0.8
in the approximation of legislation

Tax and customs administration Serbia Customs and Fiscal Coordination Office in Serbia 5.0
(Cafaco)

Tax and customs administration Montenegro Customs and Fiscal Assistance Mission 1.4

in Montenegro (CAFAM-M)
Total 27.3




4.6. Private sector
and economic development

As part of the European policy to assist in the transi-
tion to a market-oriented economy, enterprise devel-
opment received € 36 million in 2001. This economic
regeneration strategy remains focused on private
sector development, local economic development and
job creation, and the creation of a single economic
space in line with the European Union. European
projects worked to address these problem areas with
30 projects having a total budget of almost € 90
million.

In 2001, EC projects in the Balkans have worked to
strengthen the development of the domestic banking
sector through building up the management capacity
of domestic banks and the establishment of a self-
sustaining micro enterprise bank. Domestic trade also
benefited from technical assistance to remove internal
trade barriers with progress now being made in tax
harmonisation and creation of effective customs
unions.

The CARDS allocation for Albania includes projects
within the field of standards and certification as well
as the local community development aiming at
enhancing the local economy by improving infrastruc-
ture and local employment.

The Serbian enterprise programme supports the devel-
opment of small and medium-sized enterprises (SMEs),
through:

» the provision of a credit line (total so far donated
by the EU through the Agency is € 10 million) in
the form of a revolving credit fund based in the
National Bank of Yugoslavia and lent onwards to
SMEs through three commercial banks, Exim Bank,
Novosadska Bank and Zepter Bank (other banks
will join the scheme soon). These banks have
received over 600 applications so far. Loans have
been approved in 40 cases, for a total value of € 4
million.

» assistance to the Ministry of Privatisation, Restruc-
turing and SME Development.

» the establishment of, and assistance to, support
facilities for SMEs, in the form of business advice
centres (‘regional enterprise agencies’) in seven
cities and towns, with sub-centres in a further 11
towns. The first agencies will open in May 2002.

» the establishment and operation of a Euro-Info
Correspondence Centre in Belgrade, which will
open in April 2002.

In addition, € 1 million in funding has been provided
for technical assistance for the first stages of restruc-

© EAR

South-Eastern Europe: The Balkans

Sunflower oil factory in Ferizaj (Kosovo).

turing state enterprises. Work on this started in March
2002, in three enterprises in the field of transport vehi-
cles and agricultural machinery.

The European Agency for Reconstruction is playing a
key role in enterprise development in Kosovo. In 2000,
the Agency, along with the World Bank, established
the Interim Credit Unit (ICU), which provides credit to
small and medium-sized enterprises (SMEs). It is the
number one lender in Kosovo. As well as supporting
the ICU, the Agency, along with the German Develop-
ment Bank KfW, is providing small loans to micro-
enterprises through the European Fund for Kosovo.
Three regional enterprise agencies were established at
the end of 2001, and EU funds have also supported the
creation of the Kosovo Council for SME Development
which acts as an independent advocate for the private
enterprise sector. The Agency also helped establish the
Euro Info Correspondence Centre (EICC) in Kosovo,
which now acts as Kosovo's business link with the rest
of Europe. Much support has also been given to
socially-owned enterprises (SOEs) through the indus-
trial development programme (IDP). The IDP provides
technical assistance and credit to SOEs in order to re-
start production and create jobs.

As part of an overall effort to revitalise the enterprise
base in Bosnia and Herzegovina, the EC is funding the
revitalisation of approximately 45 medium-sized
companies in the agribusiness, textile and leather
sectors, as well as regional enterprise development. In
addition to the € 4.2 million for this revitalisation and
restructuring, € 10 million were provided in 2001 for
revolving funds for private sector development.

65



66

EC development policy and the implementation of the external assistance

Flower market in Skopje (FYR Macedonia)

Financial instruments to support SMEs

The European Fund for Bosnia and Herzegovina has
provided approximately € 8.7 million in loans for
SMEs, of which € 5 million have been provided by the
EC. Other bilateral donors participating in the Euro-
pean Fund for Bosnia and Herzegovina are Austria,
Germany and Switzerland. This credit line is managed
by an EU bank through a number of participating
Bosnian banks. The programme is targeted at SMEs
and start ups and covers investments in plant and
equipment as well as working capital. It is the only
programme so far in Bosnia and Herzegovina, which
supplies long-term credit. There are presently eight
partner banks (six in the Federation and two in
Republika Srpska) which have approved over 123
loans, indicating the dynamic development of this
loan programme. The EC is also channelling € 9.5
million for micro-credits through the Micro-Enterprise
Bank (main shareholders are the EBRD and IFC), which
to date has provided more than € 19 million in more
than 3 400 loans. In all, 30 operational projects were
committed in 2001 for a total amount of € 90 million.

CARDS private sector and economic development
commitments 2001 (€ million)

Country Project title Amount
Albania Standards and certification 2
Regional Regional project on statistics 2.5
Croatia Industrial standards 3
Total 7.5

© EAR
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4.7. Health and education

4.7.1. Health

While health is not a designated priority for EC assis-
tance in the western Balkans (as opposed to bilateral
assistance), the CARDS programme in 2001 included €
31.5 million for the health sector in Serbia. In total, €
26.5 million were used to improve the availability of
essential drugs throughout Serbia and introduce
reforms such as establishing treatment protocols and
the rationalisation and restructuring of the pharma-
ceutical industry. A € 5 million contribution to health
reforms in Serbia was designed to improve the
quality of some basic services in hospitals and health
centres by rehabilitating and supplying priority
equipment. Health care reform in Kosovo received €
14 million for a local technical assistance team to
assist the UNMIK Department of Health and Social
Welfare, for EC support to a World Bank project to
implement a social insurance system, and for
providing essential medical and information tech-
nology equipment.

4.7.2. Education

Reform of higher education in Albania has received €
2.5 million, enabling the country to continue partici-
pating in the Tempus programme. The main objective
of the programme is the promotion of reform of
higher education institutions as well as academic
teaching and learning, using ‘Joint European Projects’.
The aim of these is to contribute to the long-term
development and renewal of the partner country’s
higher education through cooperation activities
between higher education institutions of the Euro-
pean Union and the partner country.

Supporting rehabilitation of health systems in Kosovo
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Education reform in Bosnia and Herzegovina
focuses on vocational education and training and
higher education. The first vocational education and
training programme resulted in a Green Paper agreed
to by the 40 key actors responsible for education in
Bosnia and Herzegovina. In the course of 2001, this
paper was followed by a White Paper, which repre-
sents an agreed concept for legislation throughout
Bosnia and Herzegovina and a framework for imple-
mentation of the operational steps for reforming the
system state-wide, including the application of a
single frame curriculum for vocational education.
Higher education reform is linked to the participation
of Bosnia and Herzegovina in the Tempus program-
me; the EC provided € 3 million for this purpose in
2001.

Vocational education and training reform and higher
education reform will assist Croatia in tackling unem-
ployment, one of its greatest social problems. The EC is
contributing to vocational education and training
reforms aimed at the establishment of a modern, flex-
ible and high quality vocational education and
training system, responsive to the needs of the labour
market and society and well integrated with the Children in Cukarka village school near Presevo in South Serbia.
primary, general secondary and higher education
systems, with an emphasis on decentralised manage-
ment and the preparation of concepts for holistic
curriculum and teacher training reform. Promotion of
the reform of higher education institutions and
academic teaching and learning is done through
Croatia’s participation in the Tempus programme (€ 4
million).

© EAR

of the University buildings, and also providing student
loans and covering the running costs of the institu-
tion.

FRY including Kosovo (under UN administration) has
received € 4.9 million to ensure its participation in the
Tempus programme. In addition, reform of vocational
education and training in Montenegro has received €
1 million in 2001.

Social development — CARDS commitments 2001

The close link between education and unemployment (€ million)

(currently more than 32 % of the workforce) in

FYROM has resulted in this area being a target for EC Social Country Project title Amount
funding. In 2001, the EC supported higher education development

reform with € 7 million, of which € 3 million, were

earmarked for participation in the Tempus programme Obnova 2000 Croatia Tempus 15
and € 4 million (in addition to € 1 million for this

purpose in 2000) for the creation of the first university CARDS 2001 Croatia Tempus 4.0

providing education in the Albanian language as well
as in Macedonian and English. The creation of this
university aimed to respond to one of the main

CARDS 2001 Croatia Labour market 3.0
restructuring

grievances of the large Albanian minority in the CARDS 2001  Croatia Vocational education 0.6
country, and improve inter-ethnic relations. and training

Education FYROM South-East Europe 4.0
South-East Europe University in FYROM. On 20 University

November 2001 the South-East Europe University
opened its doors for the first time. The curriculum will
be in Albanian, Macedonian, English and other Euro-
pean languages. The university will include faculties of
law, business administration, public administration,
teacher training, communications and computer
studies. The total cost of the project, coordinated by
the OSCE, was approximately € 33 million, for which
the European Union, including the European Commis-
sion (with € 4 million) and bilateral contributions from
the EU Member States, is the largest donor. Project
activities have been directed towards the construction 67
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Pristina (Kosovo)

4.8. Cross cutting issues

4.8.1. European Initiative
for Democracy and
Human Rights

In 2001, EIDHR committed more than € 10 million for
projects in the western Balkans.

EIDHR provided nearly € 4.5 million for projects
supporting promotion and defence of human rights
and fundamental freedoms in the countries of South-
Eastern Europe. Among the initiatives supported, the
Roma communities benefit from specific support. A
specific project contributes to the inter-ethnic
dialogue through the strengthening of the manage-
ment capacity of local authorities when dealing with
the Roma communities in Bosnia and Herzegovina,
Croatia, Kosovo, Montenegro, in FYROM and in
Serbia (€ 725 000). In FYROM one of the projects will
allow observation and monitoring of the census in
order to promote an equitable and impartial presen-
tation of the population, and to follow international
recommendations with regard to the census (€ 999
800).

A Master’s programme in regional Europe’s
democracies and human rights in Europe
and the South-East

The project will give postgraduate students from
Albania, Bosnia and Herzegovina, Bulgaria, Croatia,
and FYROM the opportunity to study human rights.
This Master’s course will contribute to the emergence
of specialist individuals who will join NGOs, local
administrations and become political decision-makers
in the Balkans. The sum of € 1.3 has been granted for
this action.
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The support to the processes of democratisation and
to the reinforcement of human rights has benefited
from more than € 3 million spent on five projects. For
example, a € 820 000 project developed and rein-
forced the possibilities of action of civil institutions
and NGOs and increased the number and the capacity
of active NGOs. Another project was set up to restore
and increase confidence between community groups
and the police forces through parents’ and teachers’
groups and local police initiatives. This will encourage
the strengthening of a democratic environment that
respects human rights in BiH (€ 300 000).

The support for the prevention of conflicts as well as
to the restoration of civil peace is a major priority of
the EIDHR. This included for example in 2001 a project
entitled ‘Actions for women activists beyond the
borders’. This aims to deal with the divisions in society
and to confront community pressure on an individual
and collective basis in time in an individual and collec-
tive basis and to confront today’s realities in different
regions of Albania, Bosnia and Herzegovina, Croatia,
Kosovo, Macedonia, Serbia and Montenegro and of
Slovenia (€ 660 000). Another project aims to promote
the reconciliation between Albanians and minority
groups in the municipality of Gjakova and Kosovo (€
510 000).

4.8.2. NGO activities

Civil society has a critical role to play in the democratic
stabilisation in the Balkans. An active civil society is
crucial in making government and the civil service
both transparent and accountable to the citizen.
Continued improvements are needed on access to
information and also on legislation that facilitates
NGO activities.

The CARDS national and regional programmes and the
EIDHR have been the main channels for support in this
field. In order to enhance ownership at local level and
to improve the EC's responsiveness to needs articu-
lated at the level closest to the citizen, the EC has
endeavoured to work closely with NGOs and other civil
society partners.

In Albania, for example, support for NGOs and civil
society was provided mainly through small-scale
operations. Here, the EC allocated € 0.2 million to
democratic stabilisation as a whole. In Croatia, € 1
million was devoted to strengthening the capacities
of civil society organisations and improving their
delivery mechanisms. In BiH, EC support focused on
NGO training and capacity building, NGO project
funding and technical assistance, with local NGOs
being particularly involved in projects relating to
refugee return. In total, the EC allocated € 2 million
to the development of civil society. In FRY EC assis-
tance mainly took the form of emergency assistance
packages focusing on the promotion of pluralism by
strengthening NGOs and civil society as well as on
inter-ethnic reconciliation. In FYROM, the main aim
of support for civil society was to foster national
reconciliation. In 2001, emergency assistance to
FYROM totalling € 10.3 million was approved by deci-
sion of the Commission as a rapid reaction mecha-



nism (RRM) with the aim, among others, of strength-
ening civil society.

In addition to this, micro-projects managed by the
Commission delegations were used to respond quickly
and effectively to funding requests from local NGOs,
cooperatives, educational institutions, women’s and
cultural groups etc. These funds benefited projects
that, owing to their size, would not normally attract
major donors.

4.8.3. Coherence with other policies

EC assistance to the Balkans has been designed to help
them participate in the stabilisation and association
process and thereby contribute to the goal of conflict
prevention, leading eventually to the conclusion of
stabilisation and association agreements (SAAs). Under
the EU strategy, there is a steady move in emphasis
away from large-scale infrastructure and post war
reconstruction to building up modern democratic
states capable of managing their own affairs and
being reliable partners for the EU. The advancement
of the economic reform process and the development
of regional cooperation are coherent with the
Community’s trade policy for the region under which
highly favourable trade preferences have been
granted. In late 2000, the EU established a uniform
autonomous trade preference scheme, which provides
duty and quota free access for practically all exports of
the five countries to the EU markets.

4.8.4. Refugee returns

Return of refugees and displaced people to their
pre-war homes remains a key priority for EC aid to
the Balkans. The slow return and re-integration of
displaced persons and refugees remains one of the
main obstacles to the restoration of political stability
and the return to economic and social normality in
Bosnia and Herzegovina. The EC programme is in line
with the objectives defined in Annex 7 of the General
Framework Agreement for Peace (Dayton Agree-
ment), the priorities identified by the Return and
Reconstruction Task Force, the analysis of UNHCR and
the ‘Agenda for Regional Action’ of the Stability
Pact.

In 2001, of more than € 105 million received for Bosnia
and Herzegovina, € 38.4 million were directly directed
to refugee return to assist the following:

» specifically to support and sustain breakthrough
(minority) and spontaneous returns;

» to assist the property legislation implementation
plan;

» to ensure the sustainability of the returns through
the development of business and employment
opportunities in return areas.

© Joaquin Silva Rodrigues
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Camp of Rom refugees.

Spontaneous minority returns to pre-war homes
in Bosnia and Herzegovina

The aim of this project was to support the minority
community who had already returned to Kljuc and
Bosanska Krupa and to encourage further returns.
This was achieved through the complete reconstruc-
tion of 65 houses, repair of the electrical distribution
system in Veliki/Mali Radic — Bosanska Krupa munici-
pality and a job creation component encompassing
distribution of tools, seeds and livestock. The job
creation component of the project provided livestock
for 32 families; 33 families received agricultural equip-
ment and chainsaws; three micro-business were estab-
lished, where nine returnees are employed full-time,
ten are employed part-time and a few are employed
on a seasonal basis.

In Croatia, refugee return continued to receive
substantial funding (€ 23.2 million). Support is deliv-
ered via the EU reconstruction programme for return
(EUPOP), in cooperation with NGOs on the ground.
The programme promotes an integrated approach to
the return of refugees and displaced persons, and
aims to provide effective return to pre-war homes,
sustainability of the return process and reintegration
and reconciliation through the improvement of the
quality of life for the entire municipality of return in
Croatia.
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Rebuilding houses damaged by conflict

The 2001 housing sector programme in Kosovo
involves the reconstruction of some 3 630 conflict
damaged houses for vulnerable families. Around
3,100 houses were completed and 16 700 people had
moved into their homes by the end of 2001. About
6 % of the families are from an ethnic minority back-
ground, including families that have recently returned
to Kosovo. NGO partners in the programme identified
vulnerable families according to rigorous selection
criteria. Elected village reconstruction committees
assisted the NGOs and helped ensure transparency
and local accountability in the selection process. The
NGOs are working to support the ‘self-help’ inputs of
beneficiary families to ensure the successful comple-
tion of this programme.

4.9. Cooperation with other
donors

Effective donor coordination is essential for the success
of the reconstruction in the Balkans. The European
Commission/World Bank Joint Office for South-East
Europe (') ensures that overlaps between donors’
activities are avoided in programmes and projects.
Among the key mechanisms of donor coordination
there are the High Level Steering Group and a
Working Level Steering Group which met regularly to
discuss key issues. Other instruments for donor coordi-
nation include Donors Conferences and Consultative

Group meetings. In 2001, the Joint Office organised
five major Donor meetings.

Cooperation with other donors in the region can be
in the form of joint funding of projects, or entrusting
another organisation to manage EC funds. Examples of
the latter are the management of the small and
medium-sized enterprise credit line of the European
Fund for Bosnia and Herzegovina by the German bank
KfW or the OSCE taking the lead in the creation of the
South-East Europe University in FYROM, where financial
resources from the EC and Member States were pooled
together. An example of joint funding and pooling to-
gether of resources is the EC technical assistance contri-
bution to the interconnection of power systems in the
Croatian Danube Region, to the works to be funded by
EIB and EBRD loans.

The EC also provides interest rate subsidies for EIB
loans; thus, in the past, FYROM, received € 20 million
for this purpose. In 2001, Bosnia and Herzegovina
received exceptionally support of € 11.89 million for
interest rate subsidies for roads and railways improve-
ment.

4.10. EIB loans

The European Investment Bank (EIB) operations in the
western Balkans mainly focus on basic infrastructure in
environment, transport and energy, as well as in the
support of SME development. The EIB works in close
cooperation with the EC.

Examples of EIB loans and subsidies 2001

(€ million)

EIB loans Country Title of project Amount of loan
EIB Croatia Rehabilitation and modernisation of Croatian railway section 40

of Pan-European Corridor Vc

EIB Albania Upgrading of power transmission and distribution networks 30
EIB FRY Rehabilitation of transport infrastructure in Serbia and Montenegro 66
EIB FYROM Financing for small and medium-scale ventures 20
EIB Bosnia-Herzegovina Rehabilitation of several railway sections of pan-European

transport corridors

40

Total of all loans and subsidies in the Balkans 319

4.11. ECHO

The recovery of the western Balkans from the 1999
Kosovo crisis continued in 2001, although the conflict
in the Former Yugoslav Republic of Macedonia
(FYROM) overshadowed the improvement in the

(") See http://www.seerecon.org

overall humanitarian situation. In 2001, ECHO
continued to be present in five countries and entities
in the region (Serbia, Montenegro, Kosovo, FYROM
and Albania) with a budget of € 83.05 million. The
decrease from the two previous years reflects the
improvement in the humanitarian situation and the
increasing involvement of other EC instruments.
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ECHO founded project in Montenegro — relocation of internally-displaced
people from collective centres to private accomodation

ECHO’s efforts in the western Balkans pursued three
objectives: to respond to the new humanitarian needs
resulting from the FYROM crisis; to continue
addressing the basic humanitarian needs of refugees,
internally displaced persons (IDPs) and vulnerable
social cases; and, to promote the linking relief, reha-
bilitation and development (LRRD) process by
supporting the transition to reconstruction and longer
term development and by promoting self-reliance
among the beneficiaries of aid.

In Kosovo, ECHO concluded the bulk of one of its
largest humanitarian operations, moving from a pure
emergency intervention to rehabilitation and finally
resulting in a successful transition towards a more
structural development process. In June 1999, when
the Kosovo refugees started returning, ECHO
responded to the pressing humanitarian needs,
providing food, medical assistance, as well as emer-
gency shelter to more than 22 000 returnee families. In
2000, ECHO continued to respond to the basic needs
of the most vulnerable while supporting the initial
steps of the recovery process (in the education and
health sector, through the rehabilitation of water
supplies and by supporting self-reliance projects). In
2001, ECHO succeeded in finalising its prior interven-
tion and continued to support UNHCR's protection and
assistance efforts in favour of minorities. In addition,
ECHO provided basic assistance to the refugees from
FYROM (72 000 at the peak of the crisis) and to their
host families.

© ECHO
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Distribution of hot meals financed by ECHO in southern Serbia

Serbia remained ECHO’s largest operation. The polit-
ical changes in Serbia and the reform-minded govern-
ment have attracted long-term structural assistance
from donors, including the EC, as demonstrated by the
success of the donor conference on FRY, held in Brus-
sels in June 2001. However, humanitarian needs are
still considerable in Serbia, mainly due to the large
caseload of refugees and internally displaced persons
(IDPs) (almost 600 000). While prospects for the return
of IDPs are, at the moment, still bleak, durable solu-
tions for refugees — mainly integration but also repa-
triation — are in sight. ECHO’s programme in 2001
continued to address basic needs while pursuing more
long-term solutions, such as facilitating the repatria-
tion (legal information, ‘go and see’ visits) and
supporting the private accommodation of refugees, as
a more dignified alternative to life in collective
centres.

In Montenegro and in Albania, the humanitarian
needs resulting from the Kosovo crisis have virtually
been fully covered. In Montenegro, ECHO focused on
covering the winter needs and reducing the depen-
dency of beneficiary groups on humanitarian assis-
tance by funding self-reliance activities. In Albania,
one of the poorest countries in Europe, the focus was
on consolidating the previous health and water and
sanitation interventions with a view to facilitating the
transition to a development process.

In FYROM, 2001 witnessed an open conflict between
the Ethnic Albanian Armed Groups (EAAG) and the
Macedonian armed forces. The conflict escalated in
various stages in the first half of the year resulting in
various waves of population displacements within the
country and outside its borders, especially into Kosovo.
The international community, mainly the EU, adopted
a proactive stance in terms of political mediation, of
reconstruction assistance (through the rapid reaction
mechanism (RRM) and the CARDS 2001 programme) as
well as humanitarian assistance. In strict accordance

Al
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A public tap in Kakarrig, a remote village in Lezhe district, Albania

with its mandate, ECHO has provided food assistance
to all IDPs and to vulnerable returnees, non-food assis-
tance to the host families and IDPs, and has funded
the emergency rehabilitation of schools and health
centres damaged during the conflict, in order to facili-
tate the return of IDPs. Since the beginning of the
conflict, close coordination within the Commission
allowed the establishment of a task division between
the various EC instruments, thus avoiding both over-
laps and gaps. ECHO focused on the immediate
humanitarian needs while the RRM addressed
medium-term needs such as housing reconstruction.
On the political front, in spite of some positive devel-
opments following the conclusion of a Framework
Agreement between political leaders from both ethnic
groups and the approval, in November, of constitu-
tional changes, the political process was, at the end of
2001, still fragile.

ECHO financing decisions 2001

(€ million)

Country Amount
Serbia 47.800
Montenegro 7.500
Kosovo 14.000
FYROM 5.400
Albania 6.600
Regional 1.750
Total 83.050

© ECHO/Sabina Mayofi

4.12. Monitoring
in the Balkan countries

The Commission, during 2000, conceived an improved
results-oriented  monitoring  system  for  the
ALA/MED/ACP and Balkan regions, which is rooted in
the Commission’s project cycle management method
and tested the system during 2001. The conception
and test-phase at its end, the paragraph below
describes first, tentative but interesting insights on
what works and what can be improved concerning the
Balkans. Further information on the results-oriented
monitoring system can be found in Section 1.4 (moni-
toring) above. The system is to be applied globally
from 2002.

During 2001, 12 projects were visited in the Balkans in
two countries. The total volume of EC financing
covered by these visits amounted to € 112.3 million.
The first most important sectors assessed were infras-
tructure and economic services (76 %) and second
economic and institution building, civil society, social
infrastructure and services (22 %). The overall rating
for projects in the region was 2.28, compared to an
average mark of 2.5.

Effectiveness, impact and sustainability were identified
as being the most successful aspects. The sub-criterion
of socio-cultural adequacy, which includes the partici-
pation of target groups in design and implementation,
and the relationship between project staff and local
communities, was given the highest rating in the
region. Among the main criteria, relevance and effi-
ciency were the weakest. Results achievement, as
related to efficiency, was the sub-criterion with the
lowest rating, followed by economic adequacy (as a
sub-criterion of sustainability).

4.13. Conclusions
and perspectives

The adoption of the CARDS programme in 2000
brought a more strategic approach to the provision of
assistance to the countries in the western Balkans and
reinforces the objectives of the stabilisation and asso-
ciation process. During 2001 the programme
responded both to longer-term development objec-
tives and to immediate needs caused by conflict or
post-conflict situations.

Assistance under the CARDS programme was, on the
whole, being delivered rapidly and efficiently. The
European Agency for Reconstruction in particular has
established an impressive track record in delivering
assistance quickly and efficiently in its area of opera-
tion — Kosovo, Serbia and Montenegro, as well as the
Former Yugoslav Republic of Macedonia since
December 2001. Elsewhere in the region, decision-
making is being devolved to the Commission delega-
tions.

As the region evolves, assistance has to change.
Country strategies and a regional strategy have been
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Children of Kosovo.

adopted in 2001 for the period 2002-06. During this
period, the programmes will focus on the key stabilisa-
tion and association priority areas, gradually moving
from reconstruction to institution building and

South-Eastern Europe: The Balkans

economic reform, one important part being to build
each country’s institutional capacity to understand,
legislate on and finally implement core elements of
the Community acquis.
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Local authorities involved in self-help activities in Voruch (Tajikistan).

As regards sectoral priorities, three themes are of
particular note in the EC response in 2001. First,
increased attention was given to justice and home
affairs, and this will be further expanded in the years
to come. Second, the EC consolidated its support for
the social sector, notably health and education. Third,
cross-border issues, notably border management
improvement, have been given particular priority.

5.1. Introduction

The European Union with its Member States, is the
largest donor of development assistance to Eastern
Europe, the Caucasus and Central Asia (). The Tacis
programme continued to be the primary source of EU
assistance to this region in 2001.

The main purpose of Tacis is to assist in the transition
to a free market economy and to promote greater
democracy. This objective is the centrepiece of the
partnership and cooperation agreements (PCAs),
which in turn form the basis of the EU’s continuing
relationship with Eastern Europe, the Caucausus and
Central Asia. PCAs are legal frameworks, based on the
respect for democratic principles and human rights,
setting out the political, economic and trade relation-
ship between the EU and its partner countries. Each
PCA is a ten-year bilateral treaty signed and ratified by
the EU and the individual state. In addition, the Euro-
pean Union cooperates with Russia and the Ukraine
through common strategies under the EU’s common
foreign and security policy. The common strategies aim
to strengthen coherence between the EU and Member
States’ policies and activities within these two coun-
tries.

Joaquin Silva Rodrigues
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Selling bread, Ferghana Valley (Kyrgyzstan).

Russia also participates in the ‘Northern Dimension’
initiative concerning the external and cross-border
policies of the European Union covering the Baltic Sea
region, Arctic Sea region and North-West Russia. In
2001, the first meetings were held under the EU/Russia
Energy Dialogue, including four thematic working
groups, as well as a Summit meeting. The Commission
also produced a communication on Kaliningrad in
January 2001 (%), the conclusions of which were
endorsed by the Council.

The legal basis for Tacis is Council Regulation No
99/2000 for 2000-06, which came into force in January
2000. The regulation takes account of the European
Union’s experience with the region over the past 11
years. The programming process has evolved and the
relationship between the EC and partner countries is
now based more on a constructive dialogue and less
on response to demands from partner governments.
The new Action Programmes, in particular those for
Moldova and Kyrgysztan, have established a strong
emphasis on poverty reduction. In addition, the
management of Tacis has seen a shift towards a focus
on fewer, larger projects.

The Tacis programme is divided into two main cate-
gories: national and multi-country programmes.
During 2001, strategy papers analysing the situation
and setting out the EU response have been developed

(") Tacis: technical assistance to the Commonwealth of Independent States covering Armenia, Azerbaijan, Belarus, Georgia, Kazakhstan,
Kyrgystan, Moldova, Mongolia, Russia, Tajikistan, Turkmenistan, Ukraine and Uzbekistan.

(?) COM(2001) 26 of 17.1.2001.

© Joaquin Silva Rodrigues



Commitments and payments in the region 2001
(€ million)

Commitments Payments

Programmes 2001 2000 2001 2000

National action programmes (B7-5200B)

Armenia 7.8 4.3 34
Azerbaijan 21.6 4.6 13.2
Belarus 30 1.4
Georgia 4.0 8.5 3.7 6.6
Kazakhstan 14.0 6.1 4.6
Kyrgystan 9.1 4.4 24
Moldova 19.5 4.0 6.7
Mongolia 43 2.4 4.8
Russia 80.0 53.0 86.4 913
Tadjikistan

Turkmenistan 29 3.1
Ukraine 63.0 63.5 3il:2 59.2
Uzbekistan 10.0 6.8 11:9
Subtotal 189.6 168.7 159.9  208.6

Multi-country action programmes

Cross-border (B7-5210) 23.0 225 26.1 19.4
Baltic (B7-5211 in 2001, 6.0 5.9

B7-5370 in 2000)

Nuclear safety 51.0 35.8

(B7-524 for 2001

only)

Regional + other 101.7 214.3 126.2  182.0

multi-country
(B7-52008B) (*)

Chernobyl shelter (B7-536)  40.0 40.0 40.4
ATA (B7-5200A) 12.2 324 5.6 2.0
Subtotal 233.9 2751 233.6 243.9

Other budget lines

Food aid (audit) 1.4
Subtotal 1.4
Grand total 423.5 443.8 395.0 4524

(*) For 2000 includes nuclear safety.

for each of the major programmes covering the period
2002-06, except for Belarus and the Central Asian
countries. Indicative programmes, describing the prior-
ities for strategy implementation, were also developed
covering the period 2002-03. For the national
programmes, the indicative programmes for each
country establish two or three of the following areas
of cooperation as priorities:

> institutional, legal and administrative reform;
» private sector and economic development;

» social consequences of transition;

Eastern Europe and Central Asia

» development of infrastructure networks;

» environmental protection and management of
natural resources; and

» development of the rural economy.

The principal multi-country programmes are the
following: regional cooperation, cross-border coopera-
tion, Baltic cooperation, nuclear safety, and the EU-
European Bank for Reconstruction and Development
investment preparation facility.

Overview of commitments/payments 2000-01
(€ million)

2000 2001 Total

Commitment 443.8 423.5 867.3
Payment 452.4 395.0 847.4
Ratio PIC 1020% 93.3% 97.7 %

5.2. Regional cooperation

Over half of Tacis support is directed through multi-
country initiatives. Attention here focuses on three
principal instruments: the regional cooperation
programme (support for cooperation between new
independent States), the cross-border cooperation
programme (support for new independent States with
joint borders with the EU/candidate countries) and the
nuclear safety programme.

5.2.1. Regional cooperation
programme

The regional cooperation programme promotes coop-
eration between new independent States. There are
three priority areas: networks, environment and justice
and home affairs. The regional indicative programmes
2002-03 were prepared and approved in 2001 for the
regional cooperation programme. These documents
proposed new activities in several areas, such as assis-
tance with policy development in accordance with
various international environmental initiatives (for
example, the Kyoto Protocol) and also development of
a telecommunications’ reform programme. Aside from
these proposed interventions, the regional coopera-
tion programme also continued work on more estab-
lished programmes of assistance, such as Inogate (oil
and gas) and Traceca (transport).

(a) NETWORKS

Support to networks is directed through two main
instruments: the Inogate programme covering the oil
and gas sector and Traceca programme covering trans-
port. In addition to these two main instruments,
support may also be provided in the telecommunica-
tions’ sector.

77



78

EC development policy and the implementation of the external assistance

Traceca transport project: improving infrastructure facilities at the port of
Poti, Georgia.

> Traceca

The Traceca programme supports the development of
the East-West transport corridor from Europe, to
Central Asia, via the Caucasus, in order to enhance the
ability of countries in this area to access European and
world markets, as well as fostering regional coopera-
tion. Legislators in the signatory countries agreed the
Traceca Multilateral Agreement — the key basis of
Traceca — based within both the Tacis and Phare (')
programmes. This was followed by a detailed action
plan for 2000-01. In February 2001, the Traceca Secre-
tariat was established in Baku, in Azerbaidjan. The
programme has six ongoing projects, which form part
of the Tacis regional action programme 1999, and
which provided road sector studies in the Caucasus
and traffic forecasting between the 12 Traceca coun-
tries. A major supply contract for an optical cable
along the railway lines in Armenia, Georgia and Azer-
baijan is also under implementation.

» Inogate

Inogate aims to enhance cooperation between
producers,  transporters/pipeline  providers and
consumers of oil and gas across the Tacis region. In this
way, it hopes to promote interstate oil and gas
projects, reduce investment risks and promote the
introduction of international standards — especially in
the environmental and safety fields — in the energy
network infrastructure. In all, 21 countries from
Eastern Europe, the Caucasus and Central Asia as well
as Greece and Turkey have signed the Inogate
umbrella agreement, which upgrades the East-West
oil and gas corridors in compliance with EU and inter-
national standards. Four new Inogate projects were
launched in 2001 to continue work already underway
to improve the accountability of gas transit between
the new independent States.

© Carl Cordonnier
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Consequences of the environmental disaster in the Aral Sea (Nukus,
Uzbekistan).

(B) ENVIRONMENT

Tacis funds a range of regional environmental initia-
tives, including a project to help environmental
ministries to implement their national environmental
action plans, to develop common policies and to
support sub-projects in environmental financing and
policy reform. Another project funds trans-boundary
river management in four river basins — covering nine
countries, in support of the United Nations/Eastern
and Central Europe trans-boundary water convention.
The successful Caspian Sea environmental project
ended in 2001 with local experts visiting the Caspian
Sea to monitor invasive and toxic species. The joint
environmental programme, which brings together
investment from different international financing
institutions, facilitated the signing of a € 60 million
loan for water protection in Kazakhstan in 2001. There
have also been developments under the international
framework of ‘Environment for Europe’. Further
support was given to the Project Preparation Secre-
tariat based in the European Bank for Reconstruction
and Development (EBRD), and the Task Force for the
Environmental Action Programme, based at the
Organisation for Economic Cooperation and Develop-
ment (OECD). Tacis funds also assisted non-govern-
mental organisations (NGOs) to prepare a sustainable
development strategy paper to be presented in Brus-
sels in ‘Green Week’ (?).

(c) JUSTICE AND HOME AFFAIRS

The European Union is giving increasing attention to
supporting the rule of law and effective law enforce-
ment in its assistance to the new independent States
and Mongolia through the Tacis programme. Key issues
are: combating organised crime, in particular drug traf-
ficking and trafficking in women as well as reducing il-
legal migration throughout the territory of the new in-

(") Phare: Poland and Hungary: aid for economic restructuring (now extended to cover Bulgaria, Czech Republic, Estonia, Latvia, Lithuania,

Romania, Slovakia and Slovenia).

(?) Green Week is an annual campaign organised by the European Commission’s Directorate-General for the Environment, which provides
a platform for raising the awareness of EU environmental policies and activities.
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dependent States. The EU is also giving special attention
to the Kaliningrad area and given its future perspective
as an ‘enclave’ within EU Member States. In addition,
Tacis seeks to provide systematic support for enhanced
border management. Four new initiatives were pro-
posed under the regional programme for 2001: border
management on the Belarus/Russian border; combating
trafficking in women in the Russian Federation; com-
bating organised crime in Kaliningrad; and fighting the
drugs’ trade in the western new independent States and
the Caucasus.

5.2.2. Cross-border cooperation

The cross-border cooperation programme is designed to
provide support to the new independent States, which
have borders with the EU or the candidate countries.
There are three principal themes to this support: eco-
nomic development (specifically SMEs), environment,
and border crossings. This support is designed to be
complementary to that provided through the Tacis na-
tional programmes, and details on the individual sectors
are provided later in the report. The main focus of 2001
in this area was the opening to traffic of a number of
border crossings begun under earlier programmes. In
addition, the cross-border economic development pro-
ject at Uzghorod on the Ukrainian, Hungarian and Slo-
vakian borders, was brought nearer completion. This is
the first major cross-border economic development pro-
ject to be financed under Tacis and has produced valu-
able lessons for projects about to commence in Moldova
and the Ukraine. The cross-border cooperation pro-
gramme has been particularly active on the Finnish-Rus-
sian Border. A seminar was held in St Petersburg in
November 2001 with the aim of helping to boost the
participation of the Ukraine, Belarus and Moldova. It is
hoped that this will result in cross-border committees
being established between neighbouring countries.

Kamenny Log (Belarus) — Medininkai (Lithuania)
road border post

The border crossing at Kamenny Log in Belarus is
located on the route between Minsk and Vilnius. It
will facilitate the movement of trade along the impor-
tant route from Kaliningrad, through Vilnius and
Minsk, and onwards to Moscow, as well as linking the

© Joaquin Silva Rodrigues
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Border Tajikistan/Uzbekistan.

Baltic Sea ports with Russia Following the indepen-
dence of both Belarus and Lithuania, there was a need
to provide an external border facility. The need to
implement controls was considered all the more
important because Lithuania is not a member of the
Commonwealth of Independent States and not part of
the customs union with Russia. It is, therefore, a major
interface point between Eastern Europe, the
Caucasus, Central Asia and the expanding European
Union. A Tacis grant of € 1.34 million supported the
construction of the post while equipment is to be
supplied under a € 1.12 million grant that covers three
border posts in Belarus. The Tacis-funded construction
works commenced in January 2001 and were
completed at the end of December that year. Equip-
ment deliveries to the site will be completed in April
2002.

5.2.3. Nuclear safety

The EU has made a major contribution to dealing with
the problems associated with the closure of the Cher-
nobyl nuclear power plant through the new industrial

Border crossing at Kamenny Log
in Belarus.
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complex for solid radioactive waste project and the
second contribution of € 100 million to the Chernobyl
Shelter Fund managed by the European Bank for
Reconstruction and Development.

A particular emphasis has been put on increasing
operational safety through ‘on-site assistance’, which
is provided on a continuous basis by EU operators at
14 sites in the new independent States. On-site assis-
tance aims to improve the level of design safety, oper-
ating and surveillance conditions and the organisation
of operational safety. Independent regulatory authori-
ties are being strengthened through EU technical and
financial assistance and much of the necessary legal
framework has now been put in place. The overall
safety culture is being improved through more formal
and regular dialogue between plant operators and
regulatory authorities (the so-called '2+2' approach).
Nuclear power plants (NPPs) are being modernised
with the provision of equipment (a condenser cleaning
system to Balakovo NPP, non-destructive testing equip-
ment to several plants, steam generator level control
system to South Ukraine NPP, etc.).

There are 91 ongoing projects for general assistance,
17 ongoing procurement agent contracts for equip-
ment, 3 contributions to the European Bank for
Reconstruction and Development for the Chernobyl
Shelter. In total, 18 new projects have been identified
under the Annual Programme 2001, which contribute
to the aim of improving the culture of nuclear safety
in Russia, the Ukraine and other CIS countries.

In order to support the establishment of a reliable
safeguards system in Russia, the European Commission
is providing support to the Methodological and
Training Centre in Obninsk in its training of both oper-
ators and inspectors as well as providing technical
support to Russian operators. In addition, the Ural
Siberian Training and Methodological Centre in
Snezhinsk provides training and services to operators
and inspectors involved in the final stage of the fuel
cycle.

The Commission not only cooperates with the Euro-
pean Bank for Reconstruction and Development but
also with the International Atomic Energy Agency,
whose activities to improve nuclear safety in the new
independent States are presently channelled through
its Technical Cooperation Programme and the Contact
Expert Group related to North-West Russia.

Important steps have also been taken to accelerate the
rate of implementation of existing commitments in
the nuclear safety programme. There has been an
increase in staff working on these issues and the team
is now well equipped to tackle the four principal chal-
lenges: on-site assistance; design safety and off-site
emergency preparedness; nuclear waste and safe-
guards, and regulatory authorities and technical safety
organisations.

Ensuring the safety acceptability of plant
modifications: the ‘2+2" approach

Licensees have complete and undivided responsibility
for the safety of their plants and their impact on the en-
vironment. Regulatory bodies inspect and assess all nu-
clear installations to ascertain compliance with regula-
tions and licence terms. The Tacis nuclear safety pro-
gramme, while contributing directly to the upgrading
of nuclear installations in the new independent States,
also promotes direct transfer of Western European best
safety practice to both licensees and regulators. More
specifically, it addresses the difficult question of the in-
terface between these two bodies during the licensing
of plant upgrades. For this purpose, the so-called ‘2+2’
approach, provides for a coupled cooperation scheme,
on the one hand between EU and new independent
States’ nuclear utilities and on the other hand between
EU and new independent States’ regulators and their
expert organisations. In addition to improving licensing
practices in the new independent States, this inte-
grated approach also helps to ensure that EC funded
plant modifications do improve safety and conform to
West European regulations and practices.

Chernobyl Nuclear Power Plant.
One of the cooling towers
under construction at the time
of the accident; now shut
down.
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Regional cooperation — Commitments 2001
(€ million)

Regional cooperation Amount
Regional cooperation 38.0
Cross-border cooperation 23.0
Baltic cooperation 6.0
EU/EBRD investment preparation facility 15.4
Nuclear safety 51.0
Chernobyl shelter fund 40.0
ISTC/STCU 25.0
Miscellaneous 21.8

Total 220.2

5.3. Transport
and infrastructure

5.3.1. Transport

Support to the transport sector is provided both
through the regional cooperation programme (see
above) and through the national action programmes.
The objective of the transport projects is to modernise
the transport system and to make it suitable for a
modern market economy. In 2001, 16 projects were
under way in the sector. These projects deployed more
than 400 European experts, of whom 30 were full-time
residents in the partner countries.

Transport infrastructures inherited from the Soviet era
are oversized in comparison with current and short
term needs. There is, therefore, no need for major
investment, although some assistance is necessary in
order to maintain the efficient utilisation of the
existing infrastructures. The transport system is still
dominated by railways, which carry more than 80 % of
land freight, (compared with 20 % in the EU). In order
to improve the system’s flexibility, Tacis has been
promoting projects in multi-modal transport by
supporting the growth of road transport, breaking up
large transport businesses and transferring manage-
ment know-how to the partner countries. Support has
also been given to the establishment of modern legal
frameworks and institutional arrangements.

Projects completed in 2001 included Road Transport
Safety and Russian Marine Seaports’ Safety, which
managed to successfully introduce western standards
in their respective fields. Major projects started in 2001
include the Moldovan Railways restructuring, the
Kaliningrad Port development and the Northwest
Russian road management projects.

Moldovan Railways

The Moldovan Railways project seeks to revitalise the
country’s railways system and to enhance its competi-
tiveness. The project provides consultancy support
and training to the Moldovan authorities as well as to
the Moldovan Railways with a particular focus on the
development and implementation of a Restructuring
Plan.

Kaliningrad ports

Kaliningrad ports are the only ice-free Russian ports in
the north-west of Russia and will gain in importance
due to the imminent accession into the EU of neigh-
bouring Poland and Lithuania. The Kaliningrad Port
Development project, started in February 2001, is
designed to facilitate trade and investment between
EU Member States and the Russian Federation by
strengthening efficiency and upgrading physical and
technical capacity of the channel and Kaliningrad
ports. Specifically, this project promotes opportunities
for joint ventures, private banks, and international
funding agencies to finance the improvement of phys-
ical infrastructure and freight handling equipment.
Furthermore, it provides management training in
commercial marketing for senior staff at the Port
Authority and port operating companies.

5.3.2. Infrastructure

CONSTRUCTION/MAINTENANCE

The principal activities in the infrastructure sector in
terms of works contracts are financed through the
Tacis cross-border cooperation programme (see also
Section 2.2 of this chapter). During 2001, the construc-
tion of four Tacis-funded border posts was completed
at Salla and Svetogorsk in Russia, Kamenny Log in
Belarus and Leushen in Moldova. The year also saw the
start of two separate works contracts for the approach
roads to and bridge over the River Bug on the
Ukraine-Poland border, which will be completed in
2002. Tenders for works contracts were launched for a
railway border station at Ivangorod in Russia, the
border post at Bagrationovsk and for the demarcation
of 650 km of the Belarus border with Lithuania.
Tenders were also launched for a total of 30 equip-
ment supply lots (16 in Russia, 4 in Belarus, 6 in the
Ukraine and 4 in Moldova).

ENERGY SECTOR

In 2001, eight major projects continued in the energy
sector in the Ukraine, Central Asia and the Caucasus.
Three of these focused on the reorganisation of the oil
and gas sector and three were aimed at promoting the
concept of energy efficiency in the Ukraine. Two more
supported structural reform of the energy market in
the Caucasus. Eleven projects were implemented in the
energy sector in Russia, of which five will continue into
2002.
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Butcher’s shop at Karakol — pilot integrated food development project in

Kyrgyzstan.

Transport and infrastructure: Commitments in 2001

(€ million)

Transport Country Amount

and infrastructure

Transport Kyrgyzstan 12

Environment Kazakhstan 2.0

Energy the Ukraine 20.0
Total 23.2

Dairy products processing factory within the private Farmers’
association, Osh (Kyrgyzstan).

livestock
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5.4. Food security and rural
development

In 2001, Tacis supported 12 continuing projects in the
food and agriculture sector in Russia. Two of these
focused on promoting agricultural cooperation
(production, processing, and credit cooperatives) in
three pilot regions. Another aimed to promote reform
through agricultural training and education. Tacis also
tackled the issue of food quality through a project
working in different regions on selected food prod-
ucts. In addition, there were two projects on farm
restructuring (in Astrakhan and in the Urals), another
on agricultural advice centres in South Russia, and one
more, working at the federal level, gave guidance to
the Ministry of Agriculture and Food in promoting
new policies.

Information on all the projects completed in 2001 was
widely disseminated so that it can be replicated across
the region.

In the rest of the new independent States, there were
17 continuing projects covering all aspects of rural
development: improved agriculture production (crops
and livestock); agri-processing; marketing/distribution
of produce; land privatisation/registration; improved
seed production/multiplication; development of agri-
cultural associations and cooperatives; rural credit
facilities; food quality/safety; and water use/irrigation
for agriculture.

EU-Russia food delivery programme

Council Regulation (EC) No 2802/98 of 17 December
1998 mandated the EC to undertake the delivery of
food products to the Russian Federation. This
programme was the largest ever food delivery under-
taken by the EC in the region (about 1.85 million
tonnes to over 50 regions) with a budget expenditure
of € 400 million.

The delivery of products was completed in April 2000
with almost all products sold at prices reflecting the
prevailing market value. The proceeds of these sales
were lodged in a special account at the Russian
Ministry of Finance. The objective was to use these
funds to clear pension arrears (80 %) and to support
the ministries for Health and Labour (20 %). The year
2001 was devoted to the management of the special
account. In addition to the complex nature of the food
delivery programme, difficulties were encountered
regarding the collection and use of co-finance.

As required by the Council Regulation, the Commis-
sion commissioned an external audit of the
programme. The findings of this audit were to be
delivered in early 2002.




Policy development, training and management
support to agricultural enterprises in crop production

This project ran between February 1999 and
November 2001. It was designed to improve crop
production in Mongolia through a series of practical
demonstrations of, for example, correct use of
fertilisers, seed multiplication, improved irrigation
techniques, minimum tillage and chemical fallow. This
project has shown that significant and quantifiable
improvements in both crop quality and quantity were
possible with minimal capital outlay. The results of
these demonstrations were widely disseminated
through a series of open field days and through
regular coverage of the project’s activities in local and
national media. The project established five agricul-
tural advice centres, which provide a wide range of
advice and information to the entire agricultural
community.

There was active support from the Ministry of Agri-
culture throughout and the government has already
implemented many of the project’s recommendations.

5.5. Institution building

Institution building activities lie at the core of all Tacis
support. These activities support the development of
transparent, accountable and effective public institu-
tions. Tacis support includes provision of advice on
administrative reform to individual ministries, advice
on development of modern legislation — where
appropriate to be compatible with EU standards —
and support for reform of the judiciary.

It is also worth highlighting the newly established
Tacis institution building partnership programme
supports three main types of partnership cooperation
— between central government ministries and agen-
cies, between municipal and regional governments
and among NGOs. The partnerships involve officials
from EU Member States being seconded to work
directly within the beneficiary institution, for example
to help prepare new legislation, reform institutional
structures, provide training on systems software,
provide training on the ground or in the EU Member
State.

Thirty institution building projects with an environ-
mental perspective were implemented in 2001. Many
of these focused on institutional development of
national and local government. There were also two
major co-financing projects, one in St Petersburg,
Russia, designed to reduce pollution in the Baltic Sea,
and one in the Black Sea region, which aim to
improve water quality, tourism and public health in
two Ukrainian coastal towns. Further investment
support for municipal services was launched during
the year.

As to economic development, reform is still needed in
some crucial areas including legal frameworks for the
private sector, trade and investment policies, taxation
and access to finance. Tacis projects and programmes

Eastern Europe and Central Asia

On the Samarkand market.

aimed to address these problems both at grass roots
level (development of small and medium-sized enter-
prises (SMEs)) and at the institutional level.

Institutional building — Commitments 2001
(€ million)

Country Amount
Georgia 3.0
Kazakhstan 9.0
Kyrgyzstan 4.7
Moldova 9.7
Russia 45
Ukraine 20.5
Total 91:9

5.6. Macroeconomic policies

Facilitating economic reform and developing the
private sector is a central objective of the Tacis
programme. In 2001 the EU’s strategy remained
focused on stimulating business growth while contin-
uing to provide support to the new institutions of the
market economy. Cooperation with other interna-
tional bodies has been actively pursued, while strong
relationships with local partners continue to be
nurtured.

© Christophe Masson
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Addressing the school impact of privatisation: support to a centre which
shelters women and children with family, labour or alcohol problems, Tekeli
(Kazakhstan).

The challenges for Tacis continue to include the
current regulatory environment, inadequate access to
finance and investment and poor quality of business
practices. European projects focused on these problem
areas with nearly 200 projects of a total budget of
almost € 300 million. Projects such as aupporting
accounting reform in Azerbaijan and spporting WTO
accession — as well as support to the development of
a small business culture in Russia — characterised this
trend. By addressing legal and political reform while

© Carl Cordonnier

helping business to get on its feet, EU projects
remained vitally important principally in the Russian
Federation and throughout the new independent
States.

Under the first phase of the managers’ training
programme (MTP), the EU internship programme for
new independent States’ managers, facilitated some
440 internships during 2001 in EU companies, lasting
up to three months. During 2001 an additional € 9.1
million for MTP was contracted.

MERIT 1 — Support to monoactivity towns, in
particular the development of coal mining cities in
the Russian Federation

This project aimed to strengthen five selected coal
region cities in order to turn them into motors for
urban and regional development. It supported the
role of newly emerging municipal administrations in
coal-mining towns that are affected by industrial re-
structuring. Activities included supporting the devel-
opment of economic strategies, developing the strate-
gies and capabilities for attracting investment into the
areas, developing local capacity through training,
supporting the SME infrastructure, developing micro-
credit funds, and preparing a dissemination strategy
to involve all mining towns. A series of flagship initia-
tives were implemented in each town as the focal
point for a connected series of economic regeneration
activities. The municipal development planning
process was — and will continue to be after Tacis —
‘participatory’ in all towns i.e. taking into considera-
tion the views of the wider community including
representatives of the local authority, business and
social sectors.

Women at the open market (Ferghana Valley, Uzbekistan).

© Joaquin Silva Rodrigues



School in Khatlon (Tajikistan).

Macroeconomic assistance — Commitments in 2001

(€ million)
Country Amount
Georgia 1.0
Kazakhstan 2i5
Kyrgyzstan 2.8
Moldova 3.0
Russia 22.0
Ukraine 13.0
Total 44.3

Eastern Europe and Central Asia

© Joaquin Silva Rodrigues

5.7. Health and education

5.7.1. Health

The decline in health services in Eastern and Central
Europe has contributed to a drop in life expectancy,
often dramatic. For instance, the life expectancy rate
has dropped from 68 to 58 in Russia over the past
decade. A large number of illnesses that were under
control or had even disappeared have re-emerged,
and are on the rise, including diphtheria, cholera and
tuberculosis. AIDS is also progressing in an unchecked
way.

The European Commission addresses the health issues
in particular in its assistance programme for Uzbek-
istan. The table below gives a summary of Tacis actions
in the health sector during 2001.

Projects being prepared include ‘Tuberculosis preven-
tion and control’ (Kiev City) in the Ukraine (€
2 million), ‘Integrated Community Primary Health-
support to the Kakheti region’ in Georgia
(€ 5-7 million), and ‘Regional Health in Uzbekistan’
(€ 2 million).

5.7.2. Education

The principal instrument for Tacis support in the
education sector is the Tempus (') programme. The
aim of this programme is to support the reform and

(") Tempus aims to support the reform of the higher education system in Central and Eastern Europe, covering: Armenia, Azerbaijan,
Belarus, Georgia, Mongolia, Russia, Ukraine and Uzbekistan.
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restructuring of higher education systems in the new
independent States and to help adapt them to new
socioeconomic needs. Tempus has three principal
strands: joint European projects (JEPs), networking
projects (NPs) and individual mobility grants (IMGs).

Social development — Commitments in 2001
(€ million)

Country Amount
Kazakhstan 1.0
Kyrgyzstan 0.9
Moldova 6.8
Russia 23.0
Ukraine 13.5
Total 45.2

5.8. Cross cutting issues

5.8.1. European Initiative
for Democracy
and Human Rights

In 2001, the European Initiative for Democracy and
Human Rights (EIDHR) implemented projects in
Eastern Europe, the Caucasus and Central Asia to a
value of more than € 7.5 million.

The EIDHR committed € 2.6 million to a project
aimed at the promotion and defence of human
rights and fundamental liberties in the Russian
Federation. The objective of this project was to rein-
force and protect human rights as part of a moni-
toring programme for the 89 regions of Russia, and
notably the North Caucasus. In Georgia, the EIDHR
has implemented a project on the rehabilitation of
survivors of torture and for the prevention of torture
in the future.

EIDHR has provided € 3 million for support for the
process of democratisation and reinforcement of
good governance. In Belarus, a joint project with the
Organisation for Security and Cooperation in Europe,
started in 1999, has increased knowledge of human
rights issues among young people. In Russia, a joint
programme with the Council of Europe (CoE) is rein-
forcing good governance and the protection of
human rights. In the Ukraine, a joint programme with
the CoE is reinforcing democratic stability and
working to prevent conflict. A body of work on Euro-
pean norms of governance, human rights and
humane treatment of prisoners has also been adopted
in Moldova.

Support for conflict prevention and peace promotion
is @ major priority for EIDHR. In 2001, the EC worked

with the Council of Europe on a programme to assist
Armenia, Azerbaijan and Georgia with their accession
to the Council of Europe; in particular with the
creation of democratic societies based on good gover-
nance, tolerance and a respect for human rights.
Another joint project aimed to combat corruption and
organised crime, as well as reinforcing measures to
reduce conflict and promote good governance. For the
first time, 2001 saw the EIDHR involved in conflict
prevention and capacity building for human rights in
the Caucasus.

5.8.2. NGOs’ activities

The development of civil society is another core
component the Tacis programme, especially as regards
support for institutional, legal and administrative
reform.

A special Civil Society Development Programme for
civil society in Belarus was approved in Minsk in
November 1999. Implementation started in early 2001.
There are 24 NGO projects, 5 media projects and one
institutional twinning project under implementation.

The final proposals for the Tacis Lien programme
(which promotes partnerships between NGOs) were
submitted in spring 2001. Twenty projects were
selected and are now being implemented. The total
project value is € 3.2 million. The Tacis City Twinning
programme has 35 ongoing projects (total budget €
3.5 million) which will come to an end in 2002.

Lien and City Twinning programmes have been
replaced by the institution building partnership
programme/support to civil society and local initia-
tives. The new programme targets NGOs, local and
regional authorities and professional associations. It
supports an institution-building process through
EU/new independent States’ partnership cooperation
at a grass-roots level. A call for proposals was
launched in December 2001 and the project imple-
mentation is planned to start in autumn 2002. The
total budget for this programme is € 15 million over
two years.

‘NGO assistance to disabled people’
and ‘Creation of a consultation centre
for invalid children’

This project was developed by Belarussian NGOs to
increase their capacity to help disabled people. It aims
to develop cooperation between NGOs and the
employment services for the creation of job opportu-
nities for the disabled, to review existing legislation
and propose new regulations to facilitate the employ-
ment of disabled people. The premises for the project
office have been provided free of charge within the
Ministry of Labour. This constitutes a major signal
from the national authorities. It is hoped that the
project will produce positive and sustainable results as
a good example of NGO assistance and cooperation
with the government of Belarus.




5.9. Coherence with other
policies

Coherence with other policies takes two forms. The
European Commission carefully coordinates proposed
Tacis assistance activities with the Commission Direc-
torates-General responsible for all other relevant EU
sectoral policies, including environment, energy, trans-
port, justice and home affairs, competition, trade,
employment and regional policy.

For example, as Tacis assistance to the western new
independent States is often part of a broader frame-
work involving Community support to the accession
countries through Phare and Interreg ('), it is also
essential to ensure better coordination between Tacis,
Phare and Interreg. In April 2001, the Commission
produced a ‘Practical Guide to bringing Interreg and
Tacis funding together’ (') as a first step towards coor-
dinating these two instruments.

In addition, the European Commission is endeavouring
to ensure that the Tacis programme is complementary
to support provided to these countries through other
EC instruments; For example, the Moldova and
Kyrgyzstan programmes developed during 2001
contain elements linked with projects undertaken
through the EC food security programme. Similarly,
where appropriate, the Tacis activities in the sphere of
private sector and economic development seek to
create a favourable climate, compatible with the
conditions stipulated in the terms of EC macroeco-
nomic assistance (see section 5.6).

5.10. Cooperation with other
donors

Continued coordination and complementarity with the
activities of other donors, and in particular with EU
Member States, is a key strategic priority for Tacis.
Greater coordination at the country level is a direct
result of growing relationships between the EC dele-
gations and Member States’ own representations in
partner countries. New programmes are prepared in
close consultation with other donors and through
formal Commission approval processes (such as the
Tacis Management Committee). Relationships with
non-EU organisations — in particular the World Bank
and the International Monetary Fund — are being
strengthened by ongoing cooperation, especially in
such areas as implementation of the PRSP and, in
Kyrgyzstan, of the comprehensive development frame-
work.

© ECHO/P. Taylor
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Therapic feeding for children — action against hunger, Kurgan Tube,
Khatlon region (Tajikistan).

5.11. ECHO

In 2001, the overall humanitarian situation in the new
independent States (NIS) has not improved signifi-
cantly. It is evident that the root causes of the difficult
humanitarian situation faced by the most vulnerable
strata of society in the NIS are of a structural nature.
They have to be addressed by a more sustainable,
long-term approach — and are therefore beyond
ECHO’s mandate. However, in the light of certain
delays in the taking over of activities by Commission
instruments more appropriate than ECHO, the
Humanitarian Aid Office continued assistance, albeit
to a reduced extent. The aim was to alleviate the
precarious situation of the most vulnerable groups,
including children in institutions, lonely elderly and
disabled people, multi-child families at risk. In 2001,
ECHO continued and practically completed its phasing
out in Belarus, Moldova and Ukraine as well as in
the southern Caucasus (Azerbaijan, Georgia,
Armenia).

By the same token, in Tajikistan overall Global Plan
funding was reduced further (to € 10 million), with the
food, medical and water and sanitation sectors being
given priority. However, in response to the second
consecutive severe drought affecting the country, an
additional € 2 million emergency decision was taken
to fund small-scale food security programmes, bene-
fiting the most vulnerable rural population. ECHO is
continuing its gradual phasing out from the country
(due to be completed by the end of 2003). Close coop-
eration with other Commission services is continued to
bring about a smooth transition from relief (so far
funded by ECHO) to rehabilitation and development
activities (supported by more appropriate Commission

(") Interreg is an EC initiative, financed by the EC’s Structural Funds, which promotes Interregional cooperation in EU (internal) cross-

border areas.

(?) See http://europa.eu.int/comm/regional_policy/Interreg3/doc/docu_en.htm
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Camp for Chechen refugees in Ingushetia

instruments and Member States), catering for the
coverage of needs in the longer term. The heightened
international attention given to Central Asia in
connection with the Afghan crisis appears to be acting
as a catalyst in regard to the latter issue.

In the Russian Federation, ECHO remained involved
in the northern Caucasus, covering the significant
humanitarian needs of the population affected by the
— second — Chechnya conflict (€ 40.35 million). The
conflict erupted in late 1999, and a political solution is
still not in sight. Armed hostilities in Chechnya have
entailed large displacements of people in the northern
Caucasus region, notably from Chechnya into neigh-
bouring Ingushetia (accommodating some 150 000
IDPs). However, efforts by the international aid
community to help cover those needs have often been
thwarted by extremely difficult working conditions, in
particularly due to an erratic and opaque access system
to Chechnya and the lack of NGO access to VHF radio
communication (crucial for the security of humani-
tarian staff). ECHO funding benefited some 400,000
civilians, victims of the conflict, providing them with
basic food aid, enhancing the water and sanitation
conditions for both IDPs in camps and spontaneous
settlements in Ingushetia and the resident population
in the Chechen capital of Grozny. In addition, 40 000
IDPs living in camps both in Ingushetia and Chechnya
benefited from primary health care services provided
by ECHO partners. IDPs, returnees and residents
throughout the northern Caucasus received ECHO-
funded protection activities, notably legal counselling;
and the coordination of international humanitarian
assistance was supported.

Also in 2001, ECHO allocated € 1.03 million to respond
to humanitarian needs created by the disastrous
winter, which affected a large part of the rural popu-
lation in Mongolia. Operations were financed to help
40 000 of the most vulnerable people with basic food
items and agricultural inputs.

© ECHO

ECHO financial decisions 2001

(€ million)

Country/sub-region Amount
Belarus, Moldova, Ukraine 1.900
Mongolia 1.030
Russian Federation (Chechnya crisis) 40.350
Armenia, Georgia 3.150
Tajikistan 12.000

Total 58.430

5.12. Monitoring

All Tacis national and regional projects were subject to
regular monitoring missions by external monitors in
2001.

Their performance was on average assessed as
between average and good, with some greater
tendency to the latter in projects completed in 2001.

Tacis monitoring teams operated from four regional
offices in Moscow, Kiev, Almaty and Thilisi with most
of the monitoring work undertaken by long-term resi-
dent specialists. At the end of 2001, Tacis monitoring
was integrated into the global monitoring system.



Ferghana Valley (Kyrgyzstan).

5.13. Conclusions and
perspectives

The Tacis programme is now an established player in
Europe, the Caucasus and Central Asia and is gradually
adapting to the changing needs of its partners as the
transition process comes to an end and is replaced by
new challenges. In particular, Tacis is now taking
account of growing differences between each partner
country, while ensuring that regional interventions are

Eastern Europe and Central Asia

© Joaquin Silva Rodrigues

appropriately targeted towards genuine regional
needs. Under the new Tacis regulation, the
programme will continue to be directed in the areas
where it has the greatest record of effectiveness. As
such, it will focus primarily on support for institutional,
legal and administrative reform while phasing out
activities in rural development. As the enlargement
process continues, the EC assistance will focus on cross-
border and regional issues between the western new
independent States and those countries on the verge
of EU membership.
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6. Southern
Mediterranean
and Middle East

The Euro-Mediterranean
partnership was launched
seven years ago against a
background of regional
instability and a worsening
Middle East conflict. Today,
it is worth reaffirming the
strategic importance of that
partnership, established in
Barcelona in 1995 by the 15
Member States of the
European Union and the 12
Mediterranean partner
countries. As a model for
cooperation, it now extends
far beyond the economic
sphere and aims to promote
lasting regional stability as
an indispensable pre-
condition for any attempt
to bring shared prosperity
to the Mediterranean
region.

© Annie Martinez Alonso
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In 2001, the Euro-Mediterranean partnership has
come of age. It is the only regional forum for discus-
sion and stands for a unique comprehensive and
evolutionary approach to development, a vehicle for
the implementation of common policies and strategies
in the region.

At present, the Euro-Mediterranean Association
Agreements concluded with or being negotiated with
nine partner countries constitute the main framework
for bilateral cooperation with the EU. These Agree-
ments also reinforce links between the partner coun-
tries at regional level. Another example of these links
is provided by the sub-regional free-trade agreements,
such as the Agadir process between Morocco, Tunisia,
Egypt and Jordan, which demonstrate these four
Maghreb and Mashrek countries’ willingness to open
up their economies to each other.

6.1. Introduction

Launched at the Barcelona Conference in 1995, the
Euro—Mediterranean partnership is the main vehicle
for cooperation between the European Union and its
Mediterranean partners. It embraces all joint coopera-
tion projects in an attempt meet the political,
economic, social and environmental challenges that
will shape the geopolitical future of the entire
Mediterranean region.

It is the lack of homogeneity and the fragility of the
social fabric in the South Mediterranean countries that
is chiefly responsible for social exclusion and poverty.
In 2001, average per-capita income in the region was
Us $ 1 512, with very considerable differences
between countries, ranging from US $ 990 for Syria to
over US $ 5 000 for Lebanon. Reducing these inequali-
ties will require a special effort in the fields of educa-
tion, vocational training and health, and more cooper-
ation with the Member States and international
organisations. Fighting poverty forms the basis of the
Community’s new approach to sustainable develop-
ment and continues to be a major objective behind
the European Union’s strategy for cooperation with
the Mediterranean countries.

Economic and social development in the southern
Mediterranean and Middle East is vital to the stability
and prosperity of the whole Mediterranean region.

The MEDA programme (') is the main financial instru-
ment in the Euro-Mediterranean partnership,
accounting for 88 % of total funding for cooperation
projects in 2001. The EU is also involved in special
projects to support the Middle East peace process, to
provide Palestinian refugees with aid and to support
democracy.

Euro-Mediterranean Association Agreements have
already been concluded or are being negotiated with
nine Mediterranean partner countries. These Agree-

ments form the strategic framework for Community
bilateral-cooperation projects. Significant progress was
made in 2001 with Algeria and Lebanon, both of
which signed association agreements with the Euro-
pean Union. Priority was given to projects in the
national indicative programmes (NIPs) which were
drawn up jointly with the nine partner countries and
which cover the following areas: economic transition
(structural adjustment and development of the private
sector), maintenance of social cohesion (education,
health and rural development) and promotion of civil
society.

Euro-Mediterranean Agreements in 2001

Agreements already Tunisia, Palestinian Authority (),

in force Israel, Morocco

Ratification Jordan (™), Egypt (**"),
pending Algeria (***"), Lebanon (***")
Negotiations underway Syria

(") Transitional agreement.

(*") The Association Agreement with Jordan should be ratified in
March 2002; it is due to enter into force in May 2002.

(") The Association Agreement with Egypt was signed on 26 June
2001.

(") An Association Agreement was signed with Algeria on 19
December 2001 and sould be signed with Lebanon on 10
January 2002.

For 2001, the Commission committed a total of € 857.8
million in cooperation measures linked to the
Euro-Mediterranean partnership, while payments
amounted to € 564.6 million. The MEDA programme
itself received the largest share of commitments in
2001 with € 757.4 million. MEDA payments totalled €
403.7 million. Commitments under the specific budget
headings (peace process, UNRWA, aid for Palestinian
refugees) amounted to € 100.4 million, while
payments totalled € 160.9 million.

6.2. Regional cooperation

Regional cooperation is one of the most original
features of the Euro-Mediterranean partnership and
can take the form of joint activities, exchanges of
experience and information involving the 27 partner
countries and territories on both sides of the Mediter-
ranean. A regional indicative programme provides the
framework for regional cooperation. This is imple-
mented through individual regional programmes
devoted to specific areas.

In 2001, regional cooperation was given a boost when
the Commission adopted a financing plan for € 200
million, which was also committed in 2001. The plan

(") The MEDA programme is governed by Council Regulation (EC) No 1488/96 of 23 July 1996 on financial and technical measures to
accompany the reform of economic and social structures in the framework of the Euro-Mediterranean partnership, as amended by
Council Regulation (EC) No 2698/2000 of 27 November 2000, commonly referred to as MEDA II.



Euro-Mediterranean partnership: Commitments and
payments 2001

(€ million)

Commitments Payments
Programme 2001 2000 2001 2000
MEDA
Algeria 60.00 30.2 5.4 0.4
West Bank/Gaza — 96.7 62.0 31.2
Egypt — 12.7 62.5 64.4
Jordan 20.0 15.0 10.8 84.5
Lebanon — — 2.0 30.7
Morocco 120.0 140.6 411 39.9
Syria 8.0 38.0 1.9 0.3
Tunisia 90.0 757 69.0 15.9
Turkey (excluding 147.0 (*) 3104 (*) 86.4 15.2
global allocation)
MEDA bilateral 445.0 719.3 3411 282.5
MEDA regional 3124 159.8 62.6 48.0
Total bilateral/regional 757.4 879.1 403.7 330.5
Other budget 100.4 122.8 160.9 141.7
heading
Total 857.8 1 002.0 564.6 472.2

(") The funds committed for Turkey under the MEDA programme
(budget heading B7-4100) are administered directly by the Direc-
torate-General for Enlargement.

Commitment/payments 1995-2001 (€ million)

1995 1996 1997 1998 1999 2000 2001  Total

Commitments 173 404 981 941 937 879.1 757.4 5071.6
Payments 50 155 211 231 243 330.5 403.7 1624

Payments as
percentage of

commitments (%)29 38 21 24 26 37.6 533 32.0

relates to seven specific programmes to be imple-
mented over a number of years. The idea behind the
plan is to put certain existing activities and projects on
a more permanent footing, in fields such as the envi-
ronment (€ 30 million) or cultural youth exchanges (€
10 million), but it also provides for new measures in
areas such as risk capital (€ 50 million) and transport (€
20 million).

Under the heading of politics and security, the
Commission has pushed ahead with effective imple-
mentation of three measures aimed at bringing coun-
tries and peoples closer together: two training semi-
nars were held for diplomats from the MEDA coun-
tries; funding was provided for the EuroMeSCo

(") Euro-Mediterranean statistics, ISSN 1561-4034.

© Jauson
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Irrigation canal, Haouz region (Morocco).

network bringing together independent specialists
from foreign-policy institutes; the national civil-protec-
tion agencies from the 27 Euro-Mediterranean partner
countries sent people to take part in four training
courses as part of a pilot scheme to improve preven-
tion of accidents and natural catastrophes.

Under the heading of economic and financial matters,
the Commission has continued to implement ongoing
programmes and projects in the fields of energy, the
environment, the information society and statistics.
Five water-management projects were launched, and
five aimed at improving maritime safety. Work on
industrial cooperation concentrated on three themes:
promoting investment, fostering innovation, tech-
nology and quality in business and developing policy
instruments for the Euro-Mediterranean market. Four
energy projects were launched and sixteen proposals
concerning technology for the information society
were selected last year under the programme. Five
environment projects started in 2001. They cover a
wide range of measures from the treatment and
management of urban waste to the promotion of
organic farming. In the field of statistics, the aim is still
to harmonise figures in all fields relating to
Euro-Mediterranean cooperation. Two statistical year-
books have been published, one a yearbook of
regional data the other of statistics on tourism (').

Tourism trends in Mediterranean countries, ISBN 92-894-0066-8, Office for Official Publications of the European Communities, L2985,

Luxembourg.
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Promoting intercultural dialogue through cultural cooperation.

Under the social, cultural and human heading, there
were six regional-cooperation projects under the
Euromed audiovisual programme, 26 projects under
the youth programme and, under the heritage
programme, 15 projects aimed at preserving the
Mediterranean area’s common heritage, with a further
ten proposals selected for phase I). The promotion of
women in economic development and the develop-

Regional cooperation: Projects committed in 2001
(€ million)

Project title Montant
Water management (°) 40
Transport policy () 20

SMAP |l (short and medium-term
priority environmental action
programme) (°) 30

Medstat Il (") 30
Eumedis Il () 20
Euromed Youth Il (%) 10
EIB — Risk Capital (*) 50

CGIAR (consultative group on
international agricultural research) 3.5

Energy Forum2

Re-commitments 24.8
Various regional activities 4.3
Subtotal 232.4
Global 35
Allocation

Technical 46.8
assistance

Total 3124

(") Projects included in the MEDA regional financing plan worth
€ 200 million in total.

© Gehringer

ment of judicial cooperation were identified as two
new priority fields. Lastly, the EU decided to start work
on a regional programme on information and commu-
nication.

Young Moroccan and European volunteers involved
in the social project in Tunis

In December 2001, as part of the Euromed youth
programme, four young European women (two
German and two French) and two young Moroccan
women jointly ran a number of social-welfare projects
in some very deprived areas of Tunis. They helped
take care of old people and abandoned children in
two social centres in La Maouba. They also helped
underprivileged girls from a rural background in the
Chebedda district, as well as young women in the
Radés welfare centre. The EU provided € 20 000 for
the operation, which lasted six months. ATAV, the
Tunisian Voluntary Action Association took care of
coordination on the ground and accommodation and
other arrangements for the young volunteers.

6.3. Transport
and infrastructure

Measures to develop and consolidate basic infrastruc-
ture and transport, energy and telecommunications
networks as part of bilateral and regional programmes
are in line with the priority objectives of the
Euro-Mediterranean partnership. In pursuit of those
objectives, 49 projects were implemented in 2001
under bilateral programmes, accounting for commit-
ments of some € 570 million in total.

In 2001, efforts were concentrated on meshing
together and coordinating proposed or existing
programmes with other Community measures such as
those run by the European Investment Bank and the
Member States. Protection of the environment and the
implications for on sustainable development were
systematically taken into account at the preparatory
project-evaluation stage.

In operational terms, the main results for 2001 are as
follows:

In Morocco, 2001 saw an increase in the rate of
Community support for the development of public
services responsible for water management, energy
and transport. With regard to water and sanitation in
rural areas, improvements were made to the water
supply to 13 towns and 438 douars, with a combined
population of 423 000; work continued on the
construction of 65 km of rural tracks in the northern
provinces (payments worth € 3.25 million were
made); a major decentralised electrification
programme was launched, covering 15 000 Moroccan
homes, in cooperation with Germany and France and
the local authorities. In addition, progress has been
made in opening up the coastal regions in the north
of the country, with completion of the preparatory



stage in the construction of the El Jehba-Ajdir section
of the ‘Mediterranean rocade’ link road (109 km) and
the ongoing work on the social infrastructure around
Rabat with a view to rehousing 20 000 inhabitants of
the shanty town of Salé (€ 1 million paid out in
2001).

In Syria, three new financing agreements worth € 24
million were signed in 2001 covering electricity,
telecommunications and cultural tourism. This demon-
strates a sustained increase in the rate of cooperation.
The programmes are just starting up. It was also
decided that a sanitation programme for Palestinian
refugee camps in Syria would be given € 8 million in
funding.

In Jordan, a technical-assistance team was formed,
attached to the project management unit (40 people).
The team is responsible for coordinating programmes
concerned with the rehabilitation and development of
water systems in the Amman region and it is now
operational. Those living in the Karak and Tafilah
regions have been provided with access to an essential
public service thanks to the water-supply projects
begun in 2001. Lastly, the Commission is supporting
the development of cultural tourism with improve-
ments to two archaeological sites and technical assis-
tance for the Tourist Council.

In West Bank and the Gaza Strip, in spite of deterio-
rating situation and the tightening of the blockade
around the autonomous Palestinian territories,
improving living conditions for the Palestinian popula-
tions remains the European Union’s priority objective.
Ongoing work on basic infrastructure (such as schools,
roads, primary health-care centres, sanitation
networks, refuse collection etc.) is an achievement in
itself. This infrastructure must be maintained and
further extended. It will enable the Palestinian
economy to recover more quickly when the right
conditions have been restored. One notable success
was the Gaza hospital, with 188 beds and serving a
population of 350 000. In 2001, all departments
became fully operational and are now treating around
2 000 patients a month. Lastly, the library of the reha-
bilitated Ecole Biblique in Jerusalem was inaugurated
on 17 November 2001 by Commission President,
Romano Prodi.

Construction of schools in West Bank
and the Gaza Strip

Between 1996 and 2001, 21 schools and educational
facilities were built in West Bank and the Gaza Strip.
The project, aimed at providing basic infrastructure
for primary and secondary education, was made
possible by the € 14 million provided by the EC.

The Palestinian municipalities that received the
support now have 311 new classrooms with a
combined capacity of 14 000 pupils. In addition to the
educational benefits, the project has also had a signif-
icant effect on the country’s economic and social envi-
ronment, generating some 100 000 working days for
Palestinian labourers, managers, construction experts
and suppliers of materials.

Southern Mediterranean and Middle East

Lastly, in Iran, an aid programme provided funds for
equipment and additional infrastructure for two
existing hospitals in Manjil and Abbar Taroum. The
work is now nearing completion.

Transport and infrastructure: Projects committed
in 2001 (€ million)

Transport Country  Project Amount
and
infrastructure
Water Morocco Water — sectoral adjustment 120
Water Syria Health environment/
refugee camps 8
Total 128

6.4. Food security and rural
development

Some 70 % of people classed as poor in the Middle
East and North Africa, live in rural areas where living
conditions are generally more precarious than in
urban centres. While rural under-development in most
of the southern Mediterranean countries is linked to
climate, the upsetting of natural balances by over-
exploitation of natural ecosystems is also partly to
blame.

In 2001, development activities were primarily
concerned with creating permanent productive
employment, strengthening fundamental organisa-
tions and managing natural resources such as water in
a sustainable way, and protecting fertile land from soil
erosion. At the operational level, there were 25
projects ongoing in 2001, accounting for € 433 million
in commitments and concentrated on three countries:
Egypt (seven projects accounting for € 105 million),
Morocco (eight projects accounting for € 182 million)
and Tunisia (five projects accounting for € 132 million.
There were five further projects in other countries in
that region, (accounting for € 14 million).

European aid for food security is given in accordance
with the Rome Declaration of the World Food Summit
of November 1996. The EU’s aim is to help the most
needy sections of the population in the South Mediter-
ranean get an adequate diet, in quantitative and qual-
itative terms, and to ensure they enjoy the most basic
standards of hygiene.

In Yemen, cereal production is falling sharply and now
provides only 25 % of the population’s total consump-
tion. Through the Yemeni Government’s strategic
poverty-reduction programme, in 2001 the Commis-
sion provided budget support and technical assistance
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Water and soil conservation project (Tunisia)

in three area: (i) institutional support to assist with
the task of defining objectives and implement the
national food security strategy (together with finan-
cial support for the social-security fund); (ii) support
for the agricultural-census system, with an additional
study on the information system for agricultural
markets; (iii) provision of funds to cover 75 % of the
cost of food-security programming and implementa-
tion of support measures (e.g. construction of small
dams for irrigation; vocational-training programmes
and access to micro-credit).

The main measures — modernisation of productive
private businesses, improvement of existing large-scale

Rural electrification, Taliouine region (Morocco).
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irrigation schemes and support for initiatives by grass-
roots rural communities — have all increased food
security. Food supplies to towns have also been
improved and the growth in imports has been brought
under firmer control. Lastly, the need for sustainable
management of natural resources and the rural envi-
ronment has been consistently taken into account in
all aspects of every measure.

On the basis of the operational priorities identified in
cooperation with the partner countries, the following
measures were started or continued with in 2001:

MODERNISATION OF AGRICULTURAL BUSINESSES

Acting through the specialised national and local insti-
tutions, this programme aims to provide agricultural
entrepreneurs in Egypt and Morocco with the tech-
nical and financial support they require to fund and
carry out their projects.

In Egypt, some medium-term loans from local banks
and advice on financial management funded by the
European Commission have enabled some 3 000 small
private producers to build up their businesses, diversi-
fying in response to the requirements of the market.
Thanks to good management, the project has made a
very significant impact: there has been a big rise in
sales of poultry products, dairy products, farmed fish
and vegetables, leading to the creation of some 30
000 jobs and raising incomes for almost 50 000
people.

The training given to Egyptian and Moroccan farmers
is essential if large-scale irrigation is to succeed and
water resources better managed. As a result of the
reforms, the volume of water required per hectare of
land has been cut by 30 %.

In Egypt, new, more efficient, water-saving irrigation
methods have made it possible to irrigate 20 000 ha of
reclaimed floodland, benefiting 8 000 farming families
in 33 associations. As a result, production of cereals
and forage has risen by 30 % and farming revenues
by 20 %. The projects funded by the EC were
concerned with drainage and fencing, support for
user associations, technical advice for producers and
infrastructure to provide access to production areas.

SUPPORT FOR INITIATIVES BY RURAL GRASS-ROOTS
COMMUNITIES

In Tunisia and Morocco, the Commission helps grass
roots communities to plan and implement indepen-
dently measures that they consider are most pressing
in order to improve their living conditions and manage
their land in a sustainable way. The Commission
supports small-scale agricultural water engineering
schemes, rural tracks and conservation of water and
soil. By stabilising farming incomes and checking
desertification, these projects will act as a brake on
migration to towns and other countries.



In Tunisia, work has been done on 480 lakes and 45
000 ha of drainage basin and over 20 000 ha put in
cultivation, including 5 000 ha of irrigated farm land.
80 cooperatives responsible for marketing agricultural
produce, serve basic units grouped around each lake.
Sales of dates and olives have risen significantly.
About 100 participatory local development plans are
currently in operation, benefiting over 6 000 people.

PROTECTION OF THE COASTAL ENVIRONMENT
AND BIODIVERSITY

If the park and protected areas are to remain viable,
it is important that the institutions responsible for
local environmental management be strengthened.
To enable them to carry out their duties, plans have
been made to improve recovery of costs through by
developing the system of taxes to be paid by the
various businesses in the tourist industry in South
Sinai.

In South Sinai in Egypt, a national park and five
protected areas covering 12 000 km? have been
created, paving the way for the conservation of over
200 km of coral and many fragile coastal ecosystems
on the Red Sea. Protecting these unspoilt natural sites
is a double challenge with implications for the envi-
ronment and the tourist industry alike. It will enable
protection of the environment to go hand in had with
harmonious and controlled development of tourism,
essentially international in character and bringing
with it 100 000 jobs in the hotel. and leisure industry.

6.5. Institution building

Institutional support is given under the arrangements
for bilateral activities within the Euro-Mediterranean
partnership, which means measures are agreed on
jointly by the European Commission and the relevant
authorities and organisations in each partner country.
Thus, for example, the various sectoral measures to
promote modernisation and democratisation in the
EU’s Mediterranean partners go hand-in-hand with
radical reform of public services and the regulatory
framework.

In 2001, the Commission funded two new institutional-
support projects:

SUPPORT FOR REFORM OF THE ALGERIAN POLICE

This project, launched in 2001 for a period of six years
with € 8.2 million committed in 2000, sets out to rein-
force good governance and the rule of law in Algeria.
In practice a series of measures are planned to raise
professional standards among Algerian national-secu-
rity staff by stressing the importance of human rights
when they are fulfilling their security functions.

SUPPORT FOR ALGERIAN JOURNALISTS
AND THE ALGERIAN MEDIA

In 2000, € 1.53 million were allocated to this four-and-
a-half-year project which began in 2001. The objective
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Helwan wastewater project in Helwan district (Egypt).

is to reinforce the role played by the independent
privately-owned press in Algeria and to support the
much-needed democratisation of Algerian society. In
more specific terms, the project involves strengthening
journalism as a profession through the adoption of a
professional charter for journalists, the drafting and
adoption of a collective agreement for the press and
the adoption of a code of professional ethics.

Institutional support: projects committed in 2001
(€ million)

Institution Country Project titie Amount

building

Justice Jordan Regulatory reforms/ 20
privatisation

Justice Turkey (") Modernisation of the legal 8
system and penal reform (JMPR)

Community Turkey (") Evaluation of pre-accession 5

acquis projects

Community Turkey () Administrative cooperation 8

acquis facility Il

Community Turkey (*) Participation in Community 1

acquis programmes and agencies

Community Turkey (") Civil-service modernisation 2.5

acquis programme

Community Turkey () Local government reform 35

acquis programme

Community Turkey (*) Extension of TAIEX 6

acquis to cover Turkey

Community Turkey (") Upgrading statistical system  15.3

acquis

Total 79.3

(") Commitments for Turkey under the MEDA programme (budget
heading B7-4100) are administered directly by the Directorate-
General for Enlargement.
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Sidi Driss dam in the region of Marrakesh (Morocco).

6.6. Macroeconomic policies

The Maghreb and Mashreq economies have no legal
or institutional framework capable of fostering private
enterprise. They have a tradition of strong state inter-
vention in the main sectors of the economy and an
underdeveloped intermediary financial industry.
Furthermore, a major imbalance between urban and
rural areas only aggravates social inequalities and has
a dramatic effect on the distribution of private
incomes. Against this background of economic uncer-
tainty, the reflationary policies of the 1970s and 1980s,
characterised by spiralling expenditure, further added
to the size of budget deficits. Stabilisation policies
were needed to reduce those deficits and to stave off
the threat of financial crisis.

In the initial phase, the priority objective of the
programmes and projects funded by the MEDA
programme was to support the stabilisation process
and economic transition of the partner countries. This
is in fact a double objective: it involves promoting
reform of the tax system and the state’s gradual with-
drawal from manufacturing activities through exten-
sive privatisation programmes but it also entails
modernisation of the legal and regulatory framework,
an essential pre-condition for more private investment
(e.g. a programme supporting industrial restructuring
in Algeria and an industrial modernisation programme
in Jordan).

Algeria: Support for modernisation of the financial
sector (€ 23.5 million)

This project was launched in September 2001 for four
years. Worth € 23.5 million, which was committed in
1999, the project aims to provide the Algerian trea-
sury, the Central Bank of Algeria, public-sector banks,
insurance companies and various private-sector finan-
cial bodies with technical support. Twinning arrange-
ments are also planned between Algerian financial
institutions and their European counterparts. Up to
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five institutions — three banks and two insurance
companies — can take part. The project is a new
departure in that it will create the first twinning
arrangement in the Maghreb region under the MEDA
programme.

Jordan: Support for regulatory reform
and privatisation (€ 20 million)

This project is in line with the priorities identified in
the National Indicative Plan 2000-02. Its aim is to help
ensure that Jordan’s economic transition goes
smoothly by promoting disengagement by the state
and the adoption of a new regulatory framework in
the most important sectors of the economy.

Implementation of the project started with the launch
of two inter-connected studies. The first will investi-
gate how viable an integration strategy would be and
what the effect would be of merging the regulatory
authorities. The second study is concerned with the
introduction of compensation mechanisms to ensure
that the people employed by the regulatory authority
are of a high enough calibre. An operational action
plan will be drawn up on the basis of the findings
from these two studies, and adopted jointly by the
Commission and the Jordanian Government. The ulti-
mate objective is to bring about a significant rise in
productivity and in the level of services provided. The
European Union is contributing € 20 million to this
project.

In 2001, a total of € 220 million — € 20 million for
Jordan, € 120 million for Morocco and € 80 million for
Tunisia — was committed for structural adjustment
measures falling within the scope of economic cooper-
ation with the Mediterranean countries.

Implementation of this strategy is supported by
Community programmes based on structural adjust-
ment facilities (SAFs). These provide for direct
payments to the countries’ treasury once a number of
structural reforms devised together with the national
authorities have been implemented.

Operations to support macroeconomic policies have
focused on three general objectives:

» improving the legislative and regulatory frame-
work governing private business activity (SAFs for
Jordan, Lebanon and Tunisia);

» reforming the tax system, particularly indirect
taxes, to reduce the national budget’s reliance on
revenue from import duties, and thereby make the
system more efficient and fairer (SAFs for Lebanon
and Jordan); and

» increasing the pace of privatisation in the interests
of: (i) more efficient allocation of resources and
enhanced competitiveness; (ii) increased budget
resources; (iii) more dynamic private investment,
both domestic and foreign (SAFs for Lebanon,
Jordan and Tunisia).



The Commission also wants to promote adjustment in
certain sectors by funding measures designed specifi-
cally for those sectors but which should also boost GDP
without undermining the stability of macroeconomic
indicators. These sector-based programmes have two
concrete objectives: to reform the banking system and
to strengthen social-security systems.

Morocco: Structural adjustment programme for the
water sector (€ 120 million)

In funding the SAF for the water industry, agreed on
with the Moroccan authorities in 2001, the Commis-
sion wants to promote more efficient use of the
country’s water resources through legislative, regula-
tory, financial and technical measures designed to
ensure a reliable, high-quality water supply despite
declining reserves. The programme will directly
benefit not just the national institutions responsible
for water use and purification but also, first and fore-
most, consumers and all other sectors of the
Moroccan economy.

Morocco: Structural adjustment programme for the
financial sector (€ 52 million)

Discussions between national authorities and the
Commission in the first quarter of 2000 revealed the
need to make Morocco’s financial sector more
competitive and more efficient. The financial-sector
structural adjustment programme was approved in
November 2000 as part of the reforms of this sector
under the Economic and Social Development Plan
(2000-04). The SAF also provides for additional insti-
tutional and regulatory reforms designed to inject
new dynamism into the financial sector and diversify
the financing of productive economic activity. The
Commission’s financial contribution is € 52 million in
direct, non-linked budget support. The funds are to
be disbursed in three tranches. The initial input of €
2 million and the first tranche of € 25 million were
disbursed in 2001.

Macroeconomic policies: Projects committed in 2001
(€ million)

Macroeconomic Country Project title Amount
policies

Structural Tunisia SAF 1l 80
adjustment

Private sector Turkey (%) SME 5

Turkey (%) SME financial facility 4

Total 89

Private sector

(") The funds committed for Turkey under the MEDA programme
(budget heading B7-4100) are directly administered by the Direc-
torate-General for Enlargement.
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Education enhancement programme in the suburbs of Cairo (Egypt).

6.7. Health and education

Social development and, more specifically poverty
reduction, are basic priorities for the Euro-Mediter-
ranean partnership. They form an integral part of the
third pillar of the Barcelona Process launched in 1995.

Accordingly, the Commission is implementing comple-
mentary sectoral strategies in areas such as health and
education.

6.7.1. Health

The health-care sector is especially important, not just
for the economy but also for reducing poverty and
increasing social cohesion. Between 1998 and 2000, €
248 million were allocated to health care. The nature
of Community assistance has changed over the last
decade: initially, Community projects were exclusively
concerned with maternal and child health but they
have gradually evolved into a means of supporting
overall reform of health-care systems (including health
insurance systems). Improving the way services are
funded, and organising them in ways that improve the
quality of the service provided, are both priority objec-
tives.
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Electronics training centre, Cité El Khadra, Tunis (Tunisia).

Two new programmes based on this new approach
were implemented in 2001, in Egypt and Morocco.
Similar programmes are being drawn up for Syria,
Tunisia and Yemen ().

Egypt — Support for the health care reform
programme

With a view to providing high-quality universal health
care in the years to come, Egypt has embarked on an
ambitious prograrnme to reform public and private
health care services. This involves restructuring
medical insurance and turning it into a universal
system capable of providing a minimum ‘package’ of
health care services through family doctors. The
Commission is providing € 100 million for this compre-
hensive, seven-year reform programme (1998-2005),
launched by the Egyptian Government in 1995. The
World Bank and USAID are also supporting the
reforms.

6.7.2. Education

The approach towards education is developing along
similar lines. The Community has moved from
supporting targeted measures (as in Morocco, for
example) to pursuing a coherent strategy to comple-
ment national reforms, as in Tunisia and as will soon
be seen in Algeria A total of € 184 million has been
committed for the 1998-2000 period.

Priority is given to primary and pre-school education,
with support for literacy campaigns. In all projects
currently funded, particular attention has been given
to access to basic education for the most deprived
sections of the population, women in particular.

6.7.3. Vocational training,
labour market
and employment

Developing vocational training is a priority for all
MEDA countries. Workers need to be ever more highly
qualified, which makes a coherent, long-term voca-
tional training policy absolutely essential. The Commis-
sion is paying greater attention to the promotion of
equal opportunities. The sum of € 193 million has
been invested in the projects currently in progress.

In 2001, € 60 million was committed for a major six-
year programme for overall implementation of a
national vocational-training system in Algeria. The
programme aims to improve strategic management
of the system, to upgrade worker’s technical skills in
line with what companies require, particularly SMEs
and public corporations in the run up to privatisa-
tion, and to reinforce existing functional links
between vocational training and other means of
helping people on the labour market. In Morocco a
similar project has now entered its operational phase,
which involves supplying equipment and technical
assistance for training in 15 sectors of the Moroccan
economy.

Tunisia — Upgrading the vocational-training system

The European Union has been supporting this
measure, with a budget of € 45 million, since 1998.
This ambitious overhaul of Tunisia’s vocational-
training system relies on interaction with other
measures designed to increase participation in the
labour market. In 2001 the project entered a new
stage, which involves active restructuring of a large
number of public and private training establish-
ments. This work is building on the results of the
initial identification stage, concerned with analysing
the vocational-training needs and skills require-
ments of a broad and representative range of busi-
nesses.

6.7.4. Local development
and social funds

Cooperation projects aimed at promoting local devel-
opment, through social funds for example, are all
concerned with finding lasting solutions to the prob-
lems of unemployment and poverty. So far, the
Commission has invested € 200 million. There are
bilateral cooperation projects with Egypt, Jordan,
Yemen and Lebanon. These take a multi-sectoral
approach and have the following objectives: (i) job
creation and the promotion of small businesses,
essentially through microcredit; (ii) construction of
the economic and social infrastructure needed to
deliver better social conditions for the intended bene-
ficiaries; and (iii) improvement in human and institu-
tional capacities.

(") Measures in Yemen are not finances from the MEDA budget heading.



These measures have gradually developed into an inte-
grated local-development approach, making it
possible to carry out projects covering a limited
geographical area, in response to the real needs of
local communities.

6.7.5. Civil society

Support for civil society is a sensitive part of the
Community’s cooperation policy, as it is concerned
with the internal balance within society. The goal is to
encourage governments to engage in a more intensive
dialogue with all sections in society and to involve civil
society in the decision-making process. Accordingly,
the Community supports for the setting-up and consol-
idation of grass-roots associations, funds democracy-
building and local-development projects and provides
backing to women'’s associations. In 2001, the Commis-
sion pushed ahead with the new approach, launched
in  Morocco in 2000, implementing a project
supporting development associations in Algeria and
negotiating a similar project in Tunisia. There are plans
to extend the new approach to other countries in the
region, including Egypt, Jordan and Yemen. This
approach, promoting better governance, consists of
establishing an open and ongoing dialogue with those
concerned.

Social development: Projects committed in 2001
(€ million)

Social Country Project title Amount
development
Vocational Algeria  Vocational training 60
training/
employment
Civil society Tunisia  Strengthening of 15
civil society
Total 61.5

6.8 The European Initiative
for Democracy and Human
Rights (EIDHR)

In 2001, the EIDHR gave almost € 11 million in support
of projects in the southern Mediterranean and the
Middle East.

Of this total, € 6 million went on promoting and
defending human rights and fundamental freedoms.
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Inpeace international citizenship/Young people peace process.

The EIDHR supported two regional projects: regional
assistance to NGOs, the media and local government
in Lebanon, Syria, Jordan and Egypt (€ 797 000); and
the introduction of a master’s degree in human rights
and democratisation in the Mediterranean region.
The course, which is part of EU’s regional master’s
programme in human rights and democratisation, will
be taken by 36 students from Palestine, Lebanon,
Malta, Libya, Egypt, Algeria, Tunisia, Morocco, Turkey,
Cyprus, Jordan and Israel and will take a regional
approach. The Foundation for International Studies at
the University of Malta is responsible for the masters
(€ 640 000). Projects in a number of countries have
also been approved: in Lebanon, protection of
migrant workers and asylum seekers’ human rights (€
760 000); in Palestine, promotion of a culture of
respect for human rights among school-age children
and adolescents in the occupied territories of Hebron,
Ramallah, Bethlehem and Jerusalem (€ 303 000); in
Israel, the rights of prisoners (€ 714 000), in Palestine
and lIsrael, training of human-rights activists (€ 350
000); in Turkey, raising awareness of human rights
among DISK members (€ 550 000) and promotion of
human rights and civic values among pupils and
teachers at primary and secondary-school level (€ 376
000); in Tunisia, restructuring of the Tunisian League
for Human Rights (€ 230 000) and in Iran, promotion
of human rights and abolition of the death penalty (€
300 000).

The process of democratisation and strengthening of
the rule of law received almost € 4.5 million in
support, shared between seven projects. A grant
worth € 660 000 was given to a project to support
independent reporting and improve security for jour-
nalists in the southern Mediterranean (Algeria, Egypt,
Jordan, Lebanon, West Bank and Gaza, Morocco and
Tunisia). In Egypt, an € 800 000 grant will help pay for
work to bring prison conditions up to a standard
approaching international norms, including 400 visits
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Milk collection project in $ejnane (Tunisia), integrating rural women into the
paid labour market

to prisoners a year and legal aid for prisoners. In
Algeria, € 900 000 was allocated to a project aimed at
upgrading standards in the prison system to ensure
better observance of human rights. In Morocco, € 550
000 was allocated to a project to strengthen civil
society in rural regions and involve people, especially
women, in local decision-making. In Syria, € 513 000
was granted for measures to promote citizens’ rights.
In Yemen, € 437 000 was allocated to training for the
internal-security forces in democratic policing
methods that respect human rights and individual
liberties.

In Jordan, there is a project which aims to increase the
involvement of women in decision-making, particu-
larly in Parliament, by supporting election candidates
of both sexes and all political parties. The project will
focus on two objactives: to give students a better
understanding of women’s role in the democratic
process and to encourage them to vote at the next
general election; and to give women a better chance
of success in that election.

Supporting conflict-prevention and the restoration of
civil peace is one of the EIDHR’s main objectives. In
2001, it gave over € 300 000 in support for a project in
Palestine aimed at more effective enforcement of
international humanitarian law in the occupied terri-
tories of West Bank, Gaza and East Jerusalem.

6.9. Coherence with other
policies

The need for consistency between the EU’s external
activities and other Community policies is an opera-
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tional priority and a legal requirement. 2001 marked a
decisive stage in the process of strategic harmonisa-
tion: the Commission finalised and approved all
strategy documents for MEDA partner countries, with
the exception of West Bank and the Gaza Strip, for
2002-04, prior to starting implementation.

The strategy papers for individual countries were
based on a standard framework in line with the
guidelines laid down by the Council in November
2000. The process of drawing up the strategy papers,
in close cooperation with partner countries, the EU
Member States, the European Investment Bank (EIB)
and international financial institutions, focused
attention on the task of ensuring that the measures
complemented each other as much as possible.
Finally, in a process quite separate from the regular
process of internal consultation, the projects were
examined by the recently formed quality-support
group. The group examined each project to check
that it was coherent and that it complemented and
was properly coordinated with other planned
measures.

6.10. Cooperation with other
donors

Better coordination with other donors and greater
synergies with their work is a strategic priority for
implementation of the MEDA programme. Real
progress has been made in achieving these goals.

» Coordination on the ground has been improved:
representatives of the Member States now coop-
erate with one another and there is regular joint
monitoring of programmes in the partner coun-
tries to see that they are being properly imple-
mented.

» Coordination with other donors, particularly the
World Bank and the International Monetary Fund,
has been further improved through regular
contact, ongoing exchanges of information and
joint analyses of the political, economic and social
situation in the partner countries. The introduction
of the third Structural Adjustment Facility in
Tunisia, undertaken jointly with the World Bank in
2001 and worth € 80 million, is a good example of
how such coordination on the ground can work in
practice. Preparations are being made for similar
joint operations in Morocco and Jordan.

6.11. EIB loans

In 2001, total EIB loans to Mediterranean partner
countries amounted to € 1.5 billion, distributed
between Algeria, Cyprus, Egypt, Malta, Morocco, Syria,
Tunisia and Turkey. Most were bilateral loans.
However, in 2001, the EIB did loan € 6 million to a



Middle East technological investment fund, comprising
all of the Mediterranean partner countries. The EIB’s
budget for the Mediterranean partner countries for
2001-07 totals € 7.4 billion, in the form of loans. A
further € 1 billion has been allocated to regional coop-
eration projects in the telecommunications, environ-
ment and energy sectors.

In 2001, the Commission granted under the MEDA
programme € 8.5 million in interest rate subsidies for
a new EIB loan. The loan comes under the programme
for the rehabilitation of the Taparura site in Tunisia,
which will involve cleaning up and generally
improving 445 ha along the Sfax coast, which have
been affected by industrial pollution. In Turkey,
interest rate subsidies have also been granted on two
new EIB loans in Turkey. Of the € 31 million total,
subsidies amounting to € 16.7 have been granted to
the industrial pollution abatement facility and € 14.3
million to the Mersin wastewater project. Both
projects are concerned with rehabilitating areas
polluted by industry and urbanisation.

The second priority area for the EIB is support for
private companies, which, irrespective of size and
turnover, have received a quarter of the loans granted
in 2001 by the EIB to regional projects in the Mediter-
ranean region.
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Women's association backed by the NGO Migrations et Développement,
Taliouine region (Morocco).

The third and final EIB priority is developing the
energy sector, which received almost a quarter of the
loans granted last year.

EIB loans: Projects for which commitments were made in 2001

(€ million)

EIB loans Country Project title Interest-rate subsidy Loan

EIB Tunisia Cleaning up of Taparura 8.5 40

EIB Turkey (%) Industrial pollution 16.7 70

EIB Turkey (%) Clean water in Mersin 14.3 60
Total 395 170

(") The funds committed for Turkey under the MEDA programme (budget heading B7-4100) are directly administered by the Directorate-General

for Enlargement.

6.12. ECHO

Recipients of humanitarian aid granted to the
southern Mediterranean countries through ECHO
include: Sahrawi refugees in Algeria (emergency food
aid and a global plan worth € 15.57 million in total);
Palestinian refugees in West Bank and Gaza (€ 26.18
million) as well as southern Lebanon (€ 2.7 million),
Jordan (€ 515 000) and Syria (€ 570 000).

ECHO’s activities in 2001

Country Project title Amount
(€ million)
Algeria Sahrawi refugees 15.57
Algeria Back-up for the World
Food Programme 11.80
Algeria Flood victims 0.77
Yemen Aid for people 1.88
Syria Vulnerable groups 0.40
Palestine Palestinian refugees 26.18
Lebanon Palestinian refugees 2.70
Jordan Palestinian refugees 0.51
Syria Palestinian refugees 0.57
Total 60.38
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Crossing an Israeli border post in the occupied territories

6.13. Monitoring

In 2000, the Commission devised a system for moni-
toring and improving results based on project-cycle
management. The system was operated in 2001 on a
trial basis in each geographical area
(ALA/MED/ACP/Balkans). The system has already
produced some data giving useful knowledge about
what stage the projects managed by each geograph-
ical department have reached and what improvements
need to be made. The system will be extended to
cover all the Cooperation Office’s activities and will
become fully operational in 2002.

In 2001, 46 projects (including seven that were double-
checked) were monitored in six Mediterranean coun-
tries, with a combined value of € 788.9 million. The
projects in the MEDA countries accounting for the
largest share of the budget were those concerned with
economic cooperation, institution building, civil
society, infrastructure and services (26 %), followed by
education and social sectors (25 %). The average score
for projects in the Mediterranean area was 2.24
(compared with 2.5 for all geographical regions
together).

The results reveal the poor effectiveness of projects in
the Mediterranean region, largely due to shortcom-
ings in the initial design and insufficient institution-
building. On the other hand, the MEDA projects are
noteworthy for their sustainability, unlike projects in
other regions. Sectoral analysis of the projects showed
that the best results were obtained by projects
concerned with agriculture and projects supporting
NGOs, while the worst results were obtained in the
fields of industry and trade. Lack of efficiency and
impact were the critical flaws in the weakest projects.
Size is also an important factor: as a rule, small
projects do better than bigger ones. The results
provide some very useful information but they are still
quite raw and great care should be taken when
analysing them. The new monitoring system will make
it possible to analyse projects in all regions thoroughly
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and, on that basis, to draw up good guidelines for
subsequent projects.

6.14. Conclusions
and perspectives

Strategically speaking, 2001 constituted something of
a break with the past for the Mediterranean as a
geopolitical entity, and it demonstrated how unstable
the balance was in the region. Though not directly
linked to Mediterranean regional issues, 11 September
nevertheless brought existing tensions concerning the
Israeli-Palestinian conflict to the surface, as the second
Intifada — an armed struggle this time — entered its
second year, also in September 2001. The worsening of
regional tensions illustrates the need for both sides of
the Mediterranean basin to nurture the ambitious
partnership forged at Barcelona through to maturity.
Today, this seems the only global political project
capable of delivering political stability and economic
and social development in a region stretching almost 5
000 km from west to east and currently containing ten
odd conflicts, some latent, some open. It is against this
background that full significance of the objectives
spelled out at Barcelona becomes apparent, i.e. to
construct a framework for shared peace, security and
prosperity. The implementation in 2001 of the EU’s
common strategy towards the Mediterranean region,
adopted the previous year, illustrates the importance
the Member States attach to process, which, more
than ever, provides a much-needed forum for discus-
sion. More work needs to be done to make this forum
more credible in the eyes of the partner countries,
with regard to the selection of priorities and the qual-
itative results. On this front, the fifth conference of
Euro-Mediterranean foreign ministers to be held in
Valencia on 22 and 23 April 2002 should look back at
the first seven years of the Barcelona progress
(1995-2002) and adopt an Action Plan for the launch
of a series of practical joint measures covering the
three sections of Euro-Mediterranean cooperation.

The adoption of the new operational framework
should lead in 2002 to a strengthening and intensifica-
tion of measures concerning the following priorities:

» stronger dialogue on political matters and security,
with the ultimate goal of bringing work on the
Charter for Peace and Stability to fruition;

» creation of a dynamic and mutually advantageous
financial and economic partnership, including the
signing of association agreements with Lebanon
and Algeria and more speedy negotiations with
Syria. Priorities for 2002 are: promotion of Euro-
pean direct investment in the region, consolidation
of economic dialogue, development of regional
infrastructure strategies, planned launch of a
regional programme on internal-market instru-
ments and creation of a Euro-Mediterranean
development bank;

» the setting up of a real dialogue between the civil-
isations, peoples and cultures on both sides of the
Mediterranean, reinforcing the existing social,



cultural and human partnership. An action plan
will be adopted, based around three themes: youth
(launch of the second phase of the Euromed Youth
Programme), education (extension of the Tempus
Programme to cover the Mediterranean partners)
and media and public opinion (launch of a regional
programme on information and communication).
The plan will set out to promote the broadest
possible participation in the Euro-Mediterranean
process around the core ideas of democracy,
culture and tolerance;

Southern Mediterranean and Middle East

» support for the Middle-East peace process, with

the EU stepping up its efforts to rebuild the
dialogue between the two sides and to stop the
violence, as the prelude to resuming negotiations
for a fair solution to a conflict that undermines any
attempts at lasting cooperation between the
various players in the region.
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The Cotonou Agreement concluded in June 2000
provides a new, sound basis for supporting Africa as
well as the Caribbean and Pacific countries in meeting
their development challenges. 2001 was the first year
of its operation. Most country strategies for the
coming five years were drafted with wide consultation
of society in country. In the context of Cotonou, the
political dialogue between Europe and the African,
Caribbean and Pacific countries has been intensified.

7.1. Introduction

The Cotonou Agreement, signed on 23 June 2000, sets
out a new Partnership Agreement with 77 African,
Caribbean and Pacific countries until 2020. In order to
come into force, it must be ratified by at least two-
thirds of the ACP countries, by all the EU Member
States and be approved by the European Community
(Article 93.2 of the Cotonou Agreement). At present,
36 ACP countries and four EU Member States have
already completed this process.

In 2001, the framework for cooperation with the ACP
States therefore took the form of transitional
measures agreed by the ACP-EC Council of Ministers
on 27 July 2000. These measures apply most of the
provisions of the Cotonou Agreement, with the excep-
tion of the release of the financial resources of the
ninth European Development Fund.

The legal framework for relations with South Africa
was extended in 2001 with the conclusion of the nego-
tiations for the Wine and Spirits Agreements, which
were finally adopted by the Council and signed in
January 2002. The Trade Development and Coopera-
tion Agreement is still awaiting ratification. By the end
of 2001 three EU Member States had ratified. The
Agreement applies provisionally and partially from 1
January 2000.

The political dimension of EU relations with ACP coun-
tries has been sirengthened. An assessment of the
political situation has been included in the country
strategy papers. The political dialogue within countries
has been developed and made more systematic.

the Cote d’lvoire and Fiji. In addition a Commission
proposal to review the Council decision closing consul-
tations with Haiti was transmitted to the Council. The
EC decided to open consultations under article 96 with
Zimbabwe and wunder Articles 96 and 97 with
Liberia (7).

Cooperation with Cuba continued in 2001 with funds
going to emergency aid, co-financing with non-
governmental organisations and support for economic
cooperation.

In 2001, the main priority has been to establish new
improved country strategy papers following the new
mechanisms provided for by the Cotonou Agreement.
Cooperation strategies are focused on poverty reduc-
tion and based on respect for social, economic, polit-
ical and human rights. The effectiveness of partnership
should be improved by the new approaches including
a reinforced focus on good governance issues, linking
allocations to results and rationalising the mechanisms
for the disbursement of aid. Most importantly, recip-
ient governments are to play an even greater role in
setting priorities and taking forward change on the
basis of their own policy agenda. Under the ninth
European Development Fund more emphasis will be
placed on the role of Commission delegations and a
further effort made to target specific areas of assis-
tance in order to maximise impact.

The new approach strengthens the principle of partic-
ipatory development. It extends the partnership to a
range of non state actors and takes a more integrated
approach by linking political, economic, social, cultural
and environmental aspects into a coherent framework.

Commitments and payments in 2001
in the ACP countries (€ million)

Programmes Commitments Payments

2001 2000 2001 2000

EDF: Bilateral (countries)
national indicative

programmes 1249 3324 1896 1351

EDF: Regional cooperation
regional indicative programmes 305 433 172 197

Bilateral/regional

Subtotal 1554 3 757 2 068 1 548
. EC budget lines 502" 502 568 357
In 2001, the EC concluded consultation procedures g
based on Article 96 of the Cotonou Agreement with Total 2 056 4 259 2 636 1 905
Overview of commitments and payments (EDF) 1995-2001
(€ million)
1995 1996 1997 1998 1999 2000 2001 Total
1995-2001
Commitments 1520 965 616 2 296 2 693 3 757 1554 13 401
Payments 1564 1317 1213 1440 1275 1548 2 068 10 425
Ratio of commitments to payments 0.97 0.73 0.51 1.59 2.1 243 0.75 1.29

(') Consultations are opened under Articles 96 and 97 of the Cotonou Agreement in situations where essential elements of the Agreement
are breached (Article 96) or in cases of serious corruption (Article 97). The purpose is to discuss the problems with the ACP partner
country, and to find solutions. Options include agreed corrective measures with phased implementation of EU aid and, in the absence

of other solutions, the suspension of aid.



7.2. Regional integration
and cooperation

Regional integration and cooperation continued to
play an important role in the relations between the EC
and the ACP countries throughout 2001. Implementa-
tion of the regional indicative programmes (RIP) of the
eighth European Development Fund (EDF), which were
agreed for a five-year period in 1996-97 (concen-
trating primarily on transport, agricultural research,
conservation of natural resources and regional
economic integration (')) remained the principal
activity. € 304 923 133 was committed in 2001 covering
all sectors for the regions’ and ‘all ACP countries”
programmes. Work on the programming process of
the ninth EDF also started. Initial allocations for
regional cooperation were: € 700 million for regional
indicative programmes, € 300 million for intra-ACP
programmes and € 300 million in reserve. During the
review process the reserve may be used to provide
additional support linked to both performance and
needs.

Regional integration and institutional support are key
elements of EC support since these are essential for
the better integration of ACP countries into both
their regional economy and the global economy.
Major programmes of technical assistance in trade,
customs, statistical and other areas with the Common
Market for East and Southern Africa, Economic and
Monetary Union for West Africa and the Forum of
Caribbean States, continued over the course of 2001.
Three new programmes totalling € 13.2 million were
approved for the five Portuguese-speaking countries
covering legal systems, statistics and administration at
all levels. These will be implemented in cooperation
with the Portuguese Government, which s
contributing financial and technical support. Political
initiatives were also taken at a regional level, such as
contributing to the inter-Congolese dialogue (€ 1.96
million) and to the peace-keeping and conflict
prevention activities of the Economic Community of
West African States.

The intra-regional dimension has remained important
in 2001 with programmes launched, for example, to
prepare the ACP countries for the Economic Partner-
ship Agreements (€ 20 million) and to enable them to
participate more effectively in the World Trade Organ-
isation negotiations (€ 10 million). In this context, the
EC also contributed € 1.45 million towards the estab-
lishing of an ACP delegation to the various interna-
tional bodies based in Geneva (WTO, UN Conference
for Trade and Development etc.), opened in January
2002 by Commissioner Lamy. Following the Cairo
EU-Africa summit, contacts with pan-African organisa-
tions capable of taking forward specific actions have
been intensified.

Africa, Caribbean and Pacific (ACP)

Regional cooperation commitments (EDF)
in 2001

Region € million (")
(EDF regional indicative programme)

Caribbean 414
Central Africa 8.25
East Africa 3.64
Indian Ocean =076
Pacific 29.8
Southern Africa - 043
West Africa 63.02
PALOP (Portuguese-speaking countries) 8.6
Overseas countries and territories 5.71
Subtotal 121.97
All ACP 182.95
Total 304.92

(") Negative figures occur when ‘de-commitments’ (i.e. the freeing
up of committed moneys from non-executed projects from
previous years) outweigh commitments.

7.3. Overseas countries and
territories

Member States’ ‘overseas countries and territories’
have been associated with the EC since its inception in
1957. The purpose of this association, according to
Article 182 of the Treaty establishing the European
Community, is ‘to promote the economic and social
development of the countries and territories and to
establish close economic relations between them and
the Community as a whole.” There are 20 overseas
countries and territories (OCTs) scattered around the
globe. Relations between the OCTs and the Commu-
nity are governed by Decisions of the Council of Minis-
ters. The most recent Council Decision of 27 November
2001 breaks new ground by providing for greater
partnership in the mangement of financial resources
accorded to the OCTs. The new procedures are based
on those in force for the Structural Funds. Under the
ninth EDF € 175 million has been earmarked for the
OCTs, of which € 145 million in programmable aid for
the long-term development of 12 OCTs, € 8 million for
regional cooperation, € 20 million for the investment
facility and € 2 million for studies and technical assis-
tance. The OCTs may also receive funding from the
general budget under budget lines for the developing
countries.

Under the three previous Funds mobilisation of the
financial aid available (contracts and payments) was
slow (especially in the case of the Dutch OCTs). The
ninth EDF procedures should facilitate mobilisation

(") Such as promoting economic communities, customs unions and free trade areas.
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Road gang cleaning the Malata Valley in St Vincent (Barbados)

and disbursement. Of the some € 268 million made
available under the three previous Funds (excluding
regional cooperation), 82.5 % has been committed
and 73.5 % disbursed.

Of the € 30 million for regional cooperation, 82 % has
been committed, largely thanks to excellent OCTs-ACP
cooperation in the Pacific, which gave rise to a number
of co-financed operations under the eighth EDF (fish-
eries and agriculture).

7.4. Transport and
infrastructure

This sector covers transport, water and sanitation,
mining, energy and also support for information tech-
nologies and telecommunications. Support for the
transport sector is recognised as a key element in
reducing global poverty, and in promoting sustainable
development and enhanced integration of ACP coun-
tries. Improving access to basic services is also essential
for the enhancement of the quality of life for all and,
in particular, the poorest.

7.4.1. Transport

Out of the 660 orogrammes/projects currently under
execution within this global sector, the EC is currently
supporting implementation of 87 major projects (more
than € 5 million) in the transport sector focusing on
sectoral reforms, capacity building, maintenance and
upgrading, and regional integration. This reflects
existing deficits in reliable transport services particu-
larly in Africa.

The year 2001 has been characterised by a substantial
acceleration of the implementation of existing

programmes in this area, particularly in countries that
suffered implementation delays at an earlier stage of
the programming cycle. New contracts amounting to a
total of € 414 million have been concluded in the
transport and infrastructure sectors. A handful of
countries (Benin, Ethiopia, Guinea Conakry and Mali)
share, between them, roughly 50 % of this allocation.
Mali ranks first in this group with € 73 million in new
secondary commitments, followed by Benin (€ 56
million), Guinea Conakry (€ 44 million) and Ethiopia (€
41 million). In Mali, new contracts cover the upgrading
of 437 km of the main road link to Senegal. This
project also opens up access to one of the poorest
regions of the country. In Benin, new contracts cover
the periodic maintenance over two years of 490 km of
principal roads (roughly 25 % of the country priority
network) and the upgrading of 102 km in the north of
the country. In Guinea Conakry, activities covered by
the 2001 contracts focus on the upgrading and
improvement of the interregional connection with
Senegal, where the nearest harbour is located, facili-
tating better international integration of the country
in the medium term. In Ethiopia, the upgrading of the
514 km Addis Ababa-Woldiya road, crossing a region
with a population exceeding 2 million, is a major
component of the government’s road sector develop-
ment programme and will substantially improve road
access between the capital city and the north of the
country. At regional level, the close of 2001 also saw
the signature of contracts for two major road links for
a cumulative value of € 165 million. One of these links
will allow better international integration of Chad via
Cameroon (400 km link  Moundou-Touboro-
N‘Gaoundéré) and thereby substantially contribute to
the economic integration of the Central Africa region.
The other contract covers the 130 km link between
Kankan (Guinea Conakry) and Bamako (Mali). Due to
its current condition this road limits the development
opportunities of the north west of Guinea Conakry
and the south west of Mali. These regions, with an
estimated population of one million, are currently cut
off from the rest of the country for several months
every year.

With regards to programming of the ninth EDF, 23 of
the 44 ACP country strategy papers presented for
consideration in 2001 included transport as a priority
sector. Almost all of these 23 countries were in Africa.
It is expected that by the end of the programming
exercise, approximately 30 ACP countries and 3 regions
will have adopted transport as one of their priority
sectors, involving the probable allocation of approxi-
mately € 2 billion. This is a similar amount to that allo-
cated under the eighth EDF, in recognition of the
continuing high priority given to the sector by partner
countries, particularly in Africa, and the Commission’s
recognised expertise in this field.

7.4.2. Water and sanitation

The focus of EC support in the provision of water and
sanitation has progressively evolved from a project
approach focusing on water supply and addressing
mainly technical issues, into a programme approach,
featuring stronger social and environmental concerns,
and support for improved management of the
resource. In 2001, € 52 million was committed to activ-



ities related to safer water supply and the improve-
ment of sewerage and sanitation services in urban
areas.

The EC is currently supporting government policy in
improving water supply and sanitation access in small
towns in rural areas in five countries. In Ghana, 30 %
of the € 32 million allocated to the national commu-
nity water and sanitation strategy has been executed
to date as planned. It is expected that at the end of

Africa, Caribbean and Pacific (ACP)

this project more than 560 000 people will have access
to safe water and to basic sanitation services.

In Mozambique, the EC is directly supporting inte-
grated water resources management in the Zambesi
basin, the second largest water-catchment area in the
Southern African Development Community Region, in
order to improve the quality of life of the population,
especially in rural areas. The EC contribution of € 11.7
million should permit the establishment of the
Zambesi Catchment Management Authority and the

Transport — Commitments 2001

ACP country Project title € million
Aruba Preparatory study for designing national park 0.5
Belize Construction of new bridge over Sibun river 2
Chad Road Doba Sahr technical study and tender preparation 0.74
Technical/institutional support to Ministry of Public Works, Transport, Housing and Urbanism 1.90
Congo Technical assistance: implementation of national transport plan 1.95
Upgrading of rural roads 1.98
Eritrea Strengthening of the Transport Ministry 0.62
Ethiopia Pre-feasibility study: Gondar-Huemra & Arba Minch road 0.74
Upgrading of the Harar Jiga road 0.71
Fiji New Rewa bridge 1
Gabon Increase of funds for the Larara/Mitzic road project 1.99
Guinea Bissau Joao Landim Bridge — Increased funds 2.65
Guinea Conakry Environmental impact study 0.2
Kenya Northern Corridor upgrading programme 795
Madagascar Programme for road maintenance & improvement of access 42
Malawi Lakeshore road infrastructure support 13.72
Mauritania Technical Assistance to the Ministry of Public Works 0.55
Technical Assistance: maintenance of roads 0.75
New Caledonia Road Hienghene Pouebo 5.6
Fishing Support 2.8
Niger Technical Assistance: Transport 0.75
Solomon Increase of funds for the Malaita rural infrastructure 1.2
Sao Tome Support to the national road service 0.48
Suriname Construction of road to the ferry terminal Suriname-Guyana 13.2
Tanzania Backlog maintenance programme for the central corridor 22
Uganda Strengthening of northern corridor road 36.6
Wallis & Futuna Public works equipment 1.93
Regional: Action plan for regional transport development 1.98
Central Africa
Barouaboulai-Meiganga Ngaoundere Road: feasibility study 1.9
Regional: Backlog maintenance programme for the central corridor 20
East Africa
Northern corridor upgrading programme 13.6
Regional:
West Africa Upgrading Kayes-Kidira road 28.99
Total 314.53

m
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Building a well in northern Niger.

development of rural water supply and sanitation
planning/promotion capacity in the basin. The tech-
nical assistance for the project implementation was
recruited in 2001. In Uganda, the ‘'mid-western towns
water supply’ programme also started in 2001. This €
17.5 million programme will benefit an estimated
population of 100 000 by reducing the incidence of
water-borne diseases. In Samoa, a € 18.7 million rural
water supply programme is currently coming to an
end. This programme is achieving its objective to
improve the existing water supply system in the most
populated rural areas of each of Samoa’s two main
islands, thereby benefiting about half of the whole
rural population i.e. some 55 000 Samoans. In Mauri-
tius, the implementation of the € 16.7 million
programme for the St Martin sewerage treatment
plant expansion — serving a population of 220 000 —
is on schedule. In Ethiopia, 30 % of the € 19.5 million
allocated to address the inadequate water supply and
the poor sanitation situation among low income
households has also been implemented as planned.

7.4.3. Mining sector

During 2001, EDF mining support programmes were
underway in 13 countries with a total financing of €
452 million. Eight of these countries (Botswana,
Burkina Faso, Dominican Republic, Gabon, Mali,
Mauritania, Namibia and New Caledonia) are being
supported in their efforts towards sustainable devel-
opment of their mining sector. In some of these coun-
tries institutional support and appropriate basic
geological information has been improved, in others
efforts have focused on the recovery of main public or
private companies and ways of reducing the negative
impact of mining activities. In the other five countries
diversification programmes are under way mainly
focused on the transport sector.

Transport and infrastructure (water and sanitation) —
Commitments 2001

ACP country  Project title € million
Angola Drinking water supply for the city

of Tombwa 7.60
Antilles Sewage system: Bonaire 0.50
(Dutch)
Ethiopia Addis Ababa water supply project 6.00
Fiji Environment programme 8.50
Ghana Small towns water

supply & sanitation

in northern region 1.99
Lesotho Lesotho lowlands water supply:

feasibility study 1.75
Mauritius West coast sewerage study 0.15

Technical Assistance

to sewerage sector 0.1
Nigeria Small towns water supply

and sanitation programme 15.00
Polynesia Improving of the sanitation
(French) of Bora Bora 9.95
Salomon Addition to Kombito
Islands water supply project 0.15

Total 51.70

Since 1 January 2001, following the decisions on the
transitional measures between Lomé and Cotonou,
uncommitted funds allocated to support traditional
industries (") (around € 450 million) are being
programmed in the framework of the Cotonou Agree-
ment. Priority is given to mineral sector institutional
strengthening programmes (which may include a wide
spectrum of projects, such as revision of mining and/or
environmental codes, development of geological
infrastructure, dissemination and communication
activities and training), support to small and medium-
sized mining enterprises and environmental protec-
tion. In 2001, nine appraisal studies were under imple-
mentation.

The EC was also active in ACP countries through
specific programmes in other fields such as energy and
information technologies and telecommunications’
systems, in response to the specific regional or local
situation.

In the energy sector, different activities covering insti-
tutional strengthening, power supply support —
including rural electrification and renewable energy —
and transport are underway in the Dominican
Republic, Eritrea, Ethiopia, Ghana, Kiribati, Mali,
Mauritania, Senegal and Sierra Leone. In 2001, efforts
have been initiated to mainstream energy, in order
that links between energy and development priorities
(health, education, enterprise development, gender

(') Sysmin: System for Safeguarding and Developing Mineral Production. This is the ‘Sysmin transfer’ from the eighth EDF destined to
finance the development programme identified following a request for aid under the Sysmin programme of the Lomé Convention but
for which no financing decision could be taken before 31 December 2000.



etc.) are recognised in the implementation of the
ninth EDF.

Efforts are also being made to provide improved infor-
mation and telecommunication systems. In the
Caribbean region, a € 750,000 project to ensure a
regulated and integrated development of the
telecommunication has been launched as well as a €
3.5 million project supporting the modernisation of
existing broadcasting. In Africa — within the € 11
million meteorological transition programme — the
tender for replacing equipment for all meteorological
services in 47 countries was launched in November
2001. When completed, these regional interventions
will improve the access of ACP countries to basic reli-
able information for sustainable development.

Benin — Support to the transport sector

In October 1993 the Benin Government adopted a
transport development strategy. This strategy
included limiting investment to a priority network,
setting up a road fund to ensure that maintenance
could be financed, orienting the role of the state
towards policy making and regulation, facilitating
private sector participation, supporting the develop-
ment of transport services and establishing an invest-
ment programme.

Africa, Caribbean and Pacific (ACP)

In the past, € 165 million from various European
development funds have been granted in support of
this strategy mainly for construction and upgrading of
1 114 km of priority roads, thereby enabling Benin to
strengthen its role as a transit route to neighbouring
countries. Community support has also focused on
institutional aspects, especially the setting-up of the
road fund. In 2001, the main activity has been the
starting of renovation programmes for 600 km of
priority roads in the north of the country at a cost of
some € 90 million. The other objective of Community
aid is to open up the poorest regions by linking them
to the priority network. In addition, EC aid in the
transport sector takes into account the problem of the
marginalisation of an ever increasing part of the
urban population. Thus, the improvement of access
and traffic within certain areas of Cotonou and Porto
Novo is being carried out using labour intensive
methods in order to provide income to some of the
poorest people. This last project created an estimated
5 000 or more jobs over 4 years benefiting over 30 000
people when workers’ dependants are taken into
account.

It is estimated that the total portion of the priority
road network classified as ‘poor’ reduced from 40 %
in 1998 to 10 % in 2000.

Transport and infrastructure — Other infrastructures — Commitments 2001

ACP country Project title € million
Barbados Expansion of the Barbados language centre 3:95
Comoros Study for the use of substitute materials for sand 0.10
Management of solid waste 1.83
Dominican Pilot project — solid waste in marginal districts 0.84
Republic
Ethiopia Preservation and conservation of the Lalibela churches 9,10
Haiti Increased funds for satellite imagery project 0.35
Kiribati Kiribati training programme (infrastructures) 6.40
Montserrat Design and supervision of the community college 0.15
Namibia Upgrading maritime & fisheries institute at Walvis 1.90
New Caledonia New aquarium for Nouméa 0.90
Cold store of Nouméa 1.00
Saint-Vincent Learning resources centre 1.50
Tonga Vava'u development programme (infrastructure for fisheries. agriculture 5.20
and tourism development)
Regional: Caribbean radar network project 0.20
Caribbean
Regional: Pacific  Fiji school of medicine resource development 7.50
Reducing vulnerability of Pacific ACP States 7.00
47.92
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Planting of tree slops. The country’s forests are crucial to the lives of millions
if Ugandans.

7.5. Sustainable rural
development
and food security

Three quarters of the 1.2 billion people living in
extreme poverty live in rural areas, and are frequently
affected by severe environmental problems. As a
result, sustainable rural development and natural
resources management — the basis for economic
growth in most developing countries — are priorities
in the work towards the reduction of rural poverty.
Although substantial amounts of resources being
programmed for the social and infrastructure sectors
will go to rural areas, the Commission has not yet fully
succeeded in systematically adopting a strategic
approach to rural development.

7.5.1. Agricultural development

The major changes in the international (liberalisation
and globalisation of markets at the regional and
global level) and national (i.e. less central control of
productive sectors) environments necessitate change in
the implementation of projects and programmes. The
new programmes within a sector-wide approach
(SWAP) framework support national agricultural sector
policies in order to strengthen agricultural producers’
organisations, to encourage the participation of the
private sector and facilitate access to financial services
(microfinance and other credit).

In Burkina Faso the ongoing PAOSA (Plan d'Action
pour |I'Organisation du Secteur Agricole) programme

(") As specified in Council Regulation No 856/1999.
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for € 24.2 million is providing support — within the
framework of the Agricultural Structural Adjustment
Programme funded by the World Bank — for capacity
building in the existing agricultural professional
organisations. It also offers access to local finance,
institutional support and improvements to the
productivity of the rice industry. It plans to train
30 000 farmers and 50 000 families, offer small credit
facilities to around 500 000 people and establish new
rice schemes (covering 4 000 ha) aiming to increase
average annual production by 10 %. However, coop-
eration in the agricultural sector is still very much
project based and there has been insufficient
progress in increasing EC participation in multi-donor
initiatives. With regard to Stabex, and future support
in circumstances of short term fluctuations in export
receipts provided for under the Cotonou Agreement,
the new programmes will not only contribute to
institutional reform but also to macroeconomic
stability.

During 2001, the Commission continued its support for
the 12 traditional ACP suppliers of bananas through
special technical and financial assistance ('). Ten
financing proposals were approved for a total amount
of € 43 million. Implementation of the two previous
years’ agreements also continued with support to
improve productivity (irrigation and drainage), quality
(cold storage) and marketing and to encourage diver-
sification in countries where banana production is not
sustainable.

Agricultural research support in Kenya

The Agriculture/Livestock Research Support
Programme (ARSP), Phase Il, is a five-year support
programme for € 8.3 million to the Kenyan National
Agricultural Research Project which started in 1998.
The overall goal of the ARSP, is to enhance the
economic integration of rural communities particularly
in arid and semi-arid lands (ASAL) with the rest of the
country’s economy. The initiative aims at ensuring
that the private & public sector field workers engaged
in ASAL, as well as community based organisations,
make more effective use of research recommenda-
tions in order to offer cattle and other farmers sound
and socially acceptable technologies and concepts. EU
contributions (as well as other donors) take the form
of operational funds for research and capacity
building, improved infrastructure, scientific as well as
transport equipment and short and long term tech-
nical advisory services. This has produced a larger and
more efficient agricultural research capacity, particu-
larly in the Kenyan ASAL.

Adaptive and applied research programmes focus on
soil and water management, livestock and natural
resource management topics in the mostly arid range-
lands. The project is aimed at providing sustainable
solutions using a community based and gender sensi-
tive approach, with strong collaboration of NGOs and
government field workers. Collaborative agreements
with community based organisations and NGOs on
the promotion of recommended technologies and
facilitation/training during their introduction enhance



adaptation and adoption on a wider scale. This has for
example led to the establishment of three small scale
dairy units at strategic centres in the northern Kenyan
rangelands supplying about 50 000 people with
hygienic fresh and processed cow and camel milk
products. At the same time food security and sustain-
able incomes (particularly for women) have increased
for these ASAL communities. With improved tillage
and drainage technology about 2.4 million ha of
poorly-drained heavy soils (vertisols) can now be used
for timely agricultural production. An early planting
tool was simultaneously developed to increase
farmers’ chances of a healthy crop in the semi-arid
areas. The project has been able to raise awareness
among the pastoral and semi-pastoral communities of
Kenya about the strategic importance of preserving
Kenya’s animal genetic resources, which are highly
adapted to the harsh conditions and disease pressure,
notably the approximately 5 million East African
Shorthorn Zebu cattle.

7.5.2. Livestock development

Two new financing agreements for a total amount of
€ 12.5 million were approved to support the livestock
sector in Madagascar and Guinea in 2001. The projects
will focus on institutional support, animal health,
privatisation of the veterinarian services and improve-
ment of the animal production commodity services. It
is hoped that the sustainability and efficiency of these
projects will be substantially enhanced both by the
active involvement of the beneficiary small livestock
holders in the project design and by the strengthening
of the livestock farmers’ organisations who are respon-
sible for implementation.

At regional level, two programmes are implemented
through the International Bureau for Animal
Resources based in Nairobi:

» The ‘Farming in Tsetse Controlled Areas’ project (€
20 million) which started with Ethiopia, Kenya
and Uganda, but which will be extended to
Tanzania, Rwanda and Burundi. The project aims
to improve the well being of the rural population
through sustainable livestock development in
tsetse affected areas. The long-term aim is sustain-
able tsetse control organised and financed by the
livestock owners. In Kenya, for example, an emer-
gency intervention reduced the rate of infection
of trypanosomosis from 80 % to 20 % of the 50
000 cattle in Teso district. 1 400 farmers have been
trained in tsetse control techniques. A new
approach to manage tsetse-transmitted
trypanosomosis has been tested in 60 units. Their
protection with insecticide-impregnated mosquito
nets has led to a significant reduction of costs for
veterinary inputs and an increase in milk produc-
tion.

» The Pan-African Control of Animal Diseases
(Epizootics) programme (€ 72 million) covers 32
Sub-Saharan African countries. Of these, 28 coun-
tries had an active national project in 2001. Close
coordination between the beneficiary countries,

Africa, Caribbean and Pacific (ACP)

Healthy livestock are vital to the lives of the people of Guinea Conakry.

the donor community and other international
organisations (International Livestock Research
Institute, International Epizootics Office (OIE), UN
Food and Agriculture Organisation) has been
established in order to set up a global animal
health system. The project aims at a reorganisation
of the veterinary services enabling them a better
control of major animal diseases. This control, if
internationally recognised, is a precondition for
the countries to participate in the regional and
international trade of livestock and animal prod-
ucts. Ten countries have, for instance, prepared
their dossiers to be submitted to the OIE to obtain
‘rinderpest disease free’ status.

7.5.3. Research

Agriculture research is contributing to the alleviation
of hunger and rural poverty by improving rural
productivity and increasing agricultural incomes. With
the growing scarcity of land and water, future
increases in food supplies have to come from increased
productivity. Two major programmes (involving the
West and Central African Council for Agricultural
Research and Development and the Association for
Agricultural Research in Central Africa) amount to €
41.3 million. These started their activities in 2001 with
the overall objective of improving the agricultural
research capacity and services of more than 20
national agriculture research institutions in the three
regions concerned. These programmes are charac-
terised by capacity building of national and regional
research institutions, an innovative approach of
accessing funds by competitive bidding and co-funding
of regional research networks on specific agricultural
products.
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Tuna tagging in the high seas in Fiji under the EU financed regional tuna
stock assessment programmes (Procfish).

7.5.4. Rural water supply

The international community has adopted an interna-
tional development target for the increase of access
(for the population of sub-Saharan Africa) to an
improved water source, from 49 % to 74 %, by
2015 ('). One of the EC's most important projects is
the Programme Regional Solaire, where 626 solar
pumps and 660 solar electrification systems have been
installed between 1990 and 1998 in Burkina Faso,
Mali, Niger, Senegal, Gambia, Chad, Mauritania, Cape
Verte and Guinea Bissau for the benefit of one million
rural people. After a positive evaluation in 2001 it has
been decided to launch a phase two for € 60 million.
The second phase aims to establish long-term
improvement to the availability of drinking quality
water for the rural populations of the Sahel. The sum
of 465 new solar-powered systems will be established
in rural villages (with an average population of over 3
000). This will involve the active participation of the
beneficiaries and the private and public sectors in
exploiting available resources using solar based tech-
nology.

FISHERIES

A number of projects — in particular those in the
Pacific (ProcFish), Indian Ocean (monitoring control
and surveillance) and Lake Victoria (fisheries imple-
mentation plan) were launched to build aquatic
resource management competence in target ACP
countries and to facilitate regional collaboration. Two
new important national projects on rural coastal fish-
eries also started in the Pacific promoting private
sector involvement. In cooperation with the Support
Unit for International Fisheries and Aquatic Research

(") Millennium Development Goals.
(?) See: http://www.spc.int.

of the UN’s Food and Agriculture Organisation, a
number of other fisheries management projects are in
preparation. To ensure improvements in production
and trading capacity in relation to fishery products, a €
45 million programme on the strengthening of sani-
tary control aspects was also financed.

Lake Victoria fisheries research project

The fisheries of Lake Victoria have an annual produc-
tion of 500 000 tonnes of fish, of which 100 000
tonnes are exported to western markets. They play
an important role in the economic development of
the East African region. The second phase of the Lake
Victoria Fisheries Research project (started in 1995
with € 9.4 million) has fostered regional cooperation
between Kenya, Uganda and Tanzania through the
Lake Victoria Fisheries Organisation. The upgrading
of facilities and vessels, the training of 150 research
staff and the provision of 12 long-term overseas
scholarships have all enhanced the research capacity
of the three local research institutions. The project
has helped improve the sustainable management of
the lake’s resources, and a Joint Fisheries Manage-
ment Plan (currently under discussion for implemen-
tation by the countries concerned) has been estab-
lished.

Pacific fisheries programme

The Pacific Regional Oceanic and Coastal Fisheries
Programme (ProcfishH, € 10.5 million) comprises two
components:

» The coastal component involves compiling results
from the first major baseline assessment of reef
resources covering most of the Pacific area. It
stresses reef resources per se as well as human
and social aspects.

» The oceanic component will exploit the results of
research and assessment work already carried out
by the Secretariat of the Pacific Community (SPC)
on the major Pacific tuna species. This work, which
has received recognition from the international
scientific community, was performed by the SPC as
part of the previous South Pacific Regional Tuna
Research and Assessment Project also funded from
EDF resources. The scope of the work will be
extended to include more thorough assessment
and monitoring of bigeye, yellowfin and by-catch
stocks in the region.

Each of the two Procfish components includes an
‘ACP’ component and an ‘OCTs’ component for over-
seas countries and territories. The SPC is the executing
agency for this regional project (?).




7.5.5. Environment

Work on the environmental field has been very inten-
sive in 2001, particularly in the fields of forestry,
conservation, wildlife, and sustainable management of
natural resources. Seven new programmes/projects
have been implemented amounting to € 55.1 million,
and four new programmes have been approved
totalling € 26 million.

The major ongoing programme in this sector is Ecofac,
a regional programme for the conservation and
rational use of Central African forest ecosystems. A
third phase started in 2000 for € 23 million with activ-
ities related to the conservation of biodiversity, the
sustainable use of the natural resources such as
forests for sustainable development and sustainable
improvements in people's standard of living.
Programme activities, coordinated by a recently
strengthened environmental unit based in Libreville,
are taking place in six countries of the Congo forestry
basin. The programme has managed to substantially
improve the capacity and the awareness of the
national authorities in the management of their
natural resources. In 2001 the size of the Odzala
National Park (Congo) has been increased from 2 800
km? to 13 280 km? i.e. by a multiple of five and the
Monte Alen National Park (Equatorial Guinea) has
been extended from 1 004 km? to 2 000 km?. Further-
more, a network of protected areas of Central Africa
(RAPAC) has been established. The willingness of the
five world heritage sites in the Democratic Republic of
Congo to join the network and the new membership
of the Zakouma National Park in Chad show the posi-
tive reception being given to RAPAC. Another impor-
tant activity is the dialogue with logging companies
to improve management plans and to involve local
communities both in the control of the illegal bush
meat trade and in the establishment of communal
forest plots.

Village water supply in Chad

Access to drinking quality water is a crucial issue in
Chad. Nearly eight inhabitants out of ten do not have
access to clean water and some 33 % of the villages
(with a population of more than 300 people) do not
have a water supply point. Experts estimate that the
villages need 15.000 boreholes equipped with hand
pumps, and that the nomadic population requires at
least 4.000 large wells. A sectoral policy on water has
been established in cooperation with other donors.
Since the 1980s, the European Union has allocated
over € 30 million to this sector. This has permitted the
construction of about 2 000 water points equipped
with pumps, and in addition, the construction of 45
drinking quality water distribution systems in the
main villages, as well as the repair of approximately
one hundred water points. The area covered has been
increased around the capital, Ndjamena, to include six
regions in the west of the country. A programme to
provide more than 1 000 new water access points is
currently being implemented. Each day, water is avail-
able from new wells. In tandem, the regional solar
programme has installed auto-functioning solar
pumps in Chad, which have the added advantage of
requiring little maintenance. A new programme, co-
financed with the German and the French develop-
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The Ecofac regional programme supporting the creation and management
of protected wild areas (Gabon).

ment agencies, will provide — in the near future —
access to about 300 new outlets. A study has started
to plan the activities in this priority sector under the
ninth EDF, including the construction of some 3 400
new wells. All activities seek to ensure sustainability
and maximise cooperation with other donors.

7.5.6. Food security

The EC is active in the food security via its emergency
humanitarian aid office, ECHO and through its overall
development assistance strategy. Some examples of
activities in ACP countries in this sector are given
below.

Africa — Mozambique

Almost two thirds of the population of Mozambique
(of which 80 % is rural) live below the poverty line
and encounter serious problems of food insecurity
aggravated by recurrent natural disasters e.g.
cyclones, floods or droughts. Community food secu-
rity programmes come within the framework of the
poverty reduction strategy paper which supports the
public service reforms judged essential for food secu-
rity. This strategy is supplemented by direct support
to agricultural producers. Support for administrative
reform is carried out via budgetary assistance
targeted at the Ministries of Agriculture (via the
Proagri programme) and Commerce as well as the
National Meteorological Institute. Direct support to
rural producers aims to improve productivity and agri-
cultural diversification, focusing on the north and the
south of the country.
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The Proagni project will improve the food security of thousands of farmers
like this family in Zanbezia province, northern Mozambique

Caribbean — Haiti

In Haiti the local population only receives 80 % of the
nutritional minimum requirements set by the UN and
significant environmental damage contributes to a
permanent state of food insecurity. The political insta-
bility affecting the country has worsened since the
government elections of May 2000 and this in turn
has led to a significant slowdown in international aid.
Despite the freezing of new commitments through
the EDF, the European Commission has continued its
assistance to school canteens, ensuring a balanced
diet for almost 115 000 schoolchildren. Activities
already approved or underway (e.g. renovation of
infrastructure, credit assistance) have also been
continued.

(") COM(2001) 211 of 11.4.2001.

7.6. Human rights, democracy,
good governance and
capacity building

Respect for human rights — including fundamental
social rights, democratic principles, the rule of law and
accountable governance — form an integral part of
sustainable development and are fundamental
elements of the Cotonou Agreement. These issues are
the subject of regular political dialogue between EU
and ACP countries and are areas for strong Community
support. ‘Institution building” is one very useful path in
this direction. The Commission communication on
conflict prevention (") calls for more activity relating to
peace, democracy, political and social stability being
integrated into assistance programmes as a means of
conflict prevention. This is therefore an area where EC
activities are increasing all the time, in particular,
through the relatively new field of institutional
support through experience gained from projects and
contacts with other donors.

In total, there were 254 new and ongoing projects in
this field in 2001 totalling € 727 million. They covered
a wide range of ‘institution building’ activities and can
be divided into two broad categories: (1) respect for
human rights, improvement of legal systems, elections
and civic education; (2) good governance through
capacity building, civil service reform and decentralisa-
tion. In addition there was a total of € 121.5 million
for projects covering all aspects of institution building
in South Africa. Given the nature of these activities,
any assessment of success of these programmes will
have to be made in the medium to long term.

7.6.1. Human rights and justice

The EC's human rights programmes aim at bringing
about and maintaining peace, such as the € 800 000
allocated from the rehabilitation programme for
Burundi to promote national reconciliation through
training the ‘bashingantahe’ (village elders) as para-
legals and sending them to ‘collines’ (districts)
throughout the country where they are under-repre-
sented. The United Nations Development Programme
is managing this programme. In Equatorial Guinea, a
new pilot programme for € 3 million to support
human rights, democracy and the rule of law is about
to start after several years of suspension of develop-
ment aid.

A properly-functioning system of justice is funda-
mental to the respect for human rights. There are
currently EDF financed programmes in eight countries
totalling € 48.4 million specifically targeting this area,
such as a € 16 million programme in Burkina Faso in
support of democracy, law and good governance. This
project focuses in particular on legal reform working
through the University of Ougadougou, and directly
links democratic government with sustainable social
and economic government. It also has a prison reform
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Rural development and food security: Commitments in 2001

ACP country Project title € million
Benin Programme de réhabilitation et d’entretien des pistes de desserte rurales 8.50
Benin Programme for the repair and maintenance of minor roads 8.50
Botswana Wildlife conservation & management programme 14.00
Burkina Faso Solar Regional Programme phase Il 9.96
Cameroon Institutional support for decentralised road maintenance 23.50
Cayman Islands Nature tourism development 0.10
Chad Solar Regional Programme phase Il 4.00
Dominican Dominican eco-tourism development programme 5(99
Republic
Ethiopia Coffee improvement programme (CIP 1V) 15.00
Gabon Improvement of tourism management in la Lopé reserve 0.10
Technical assistance for forestry and environment 0.08
Guinea Bissau Feasibility study for the Solar Regional Programme 0.08
Guinea Conakry Support for the promotion of rural organisations 18.50
Madagascar Livestock development programme 4.00
Malawi Evaluation of the social forestry project 0.06
Technical assistance to programme preparation natural resources sector 0.35
Mali Rice programme 16.00
Solar regional programme phase Il 6.56
Environmental programme against desertification 14.00
Mauritania Adrar Rural Oasis 10.00
Seminar on agricultural diversification 0.02
Study for the rehabilitation of the PPG dam 0.08
Namibia Rural infrastructure needs in poor rural areas 0.08
Rural development 0.20
Support to agricultural marketing & trade negotiations 0.19
National agricultural services support programme 6.00
Niger Solar Regional Programme phase I 2.39
Togo Agro-forestry programme 1.98
Uganda Forest resources and management programme 12.00
Zambia Forestry support programme 1.90
Zimbabwe Sexually transmitted diseases control 0.04
Regional: Anti-poaching initiative 1.60
Central Africa
Regional: Pacific ~ Assistance to plant protection in the pacific 0.03
Pacific and regional oceanic and coastal fisheries 10.50
Regional: Solar Regional Programme phase |l 26.21
West Africa
Energy regional programme 5.40
All ACP Technical centre for development of agriculture 13.31
Total 232.71

component, including assistance with the provision of
defence lawyers. Work has also started on the € 7.2
million justice programme for Rwanda. This supports
various state institutions, including the ‘gacaca’ i.e. the
traditional system of justice, which, it is hoped, will

hear prisoners accused of all but the most serious
crimes committed during the 1994 genocide. It also
supports projects promoting community service as an
alternative to prison and NGO projects linked to justice
and national reconciliation.
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The EU is active in supporting the democratic process through election
observations.

ELECTIONS

Democracy also depends on the environment for free
and fair elections. As the number of elections increases
in ACP countries, the amount of support from the EDF
has also increased from four projects in 2000 to seven
in 2001 in Congo, Lesotho, the Solomon Islands, Sierra
Leone, Chad, Togo and Zambia. EDF support begins
prior to the election with activities such as voter
education and registration. Support can also take the
form of, for example, the printing of ballot papers, as
well as longer term civic education programmes. With
the exception of Chad and Zambia, all the financial
support outlined above (and approved in 2001) is
focused on elections to be held in 2002.

The results of both the Chad and Zambia elections
have been contested. Reflection is under way within
the Commission as to how to make EDF support more
effective in this area. In some cases, additional
support is provided for international electoral
observers from the EC budget (line B7-7). Electoral
support is generally provided in consultation with
other donors, including the United Nations Develop-
ment Programme. Once elected, representatives often
need help with obtaining the facilities required to
carry out their tasks such as staff, libraries and
computers. The EC has various projects of this kind,
for example, institutional support to the National
Assembly in Angola.

GOOD GOVERNANCE

Governance issues are being given increased priority
within cooperation strategies, on the basis of an anal-
ysis of problems and needs for institutional develop-
ment, often in consultation with other interested
donors e.g. Kenya where the EC is a member of the

Economic Governance Group. One of the main forms
of support in terms of the number of projects — and a
support which can have an effect far beyond the
financial cost — is the provision of technical assistance
to National Authorising Officers. In most ACP countries
this support exists in some form, often in the frame-
work of a larger programme of aid to the ministry of
finance and/or planning with economic, civil service or
other reforms. Assistance is given not only to govern-
ment ministries but also to other public bodies that
play a role in national policy.

Thus, in Ethiopia, the financial institutions are
receiving support to modernise and streamline their
activities. In the Dominican Republic, a € 25 million
programme of state reform and modernisation which
was launched in 2001 includes decentralisation to the
local, regional and provincial levels. Devolution of
certain powers to lower levels is a trend that is likely
to continue. The € 1.91 million pilot project for the
promotion of second-tier towns in Guinea, which orig-
inated from the decentralisation of the 1990s, started
in 1998 and aimed at empowering people at the local
authority level to play an active role in development.
The recent evaluation found that, despite the prob-
lems, this experiment should be built upon and should
be followed in other parts of the country. With the
emphasis in the Cotonou Agreement on greater inclu-
sion of civil society in the development process and
thus on capacity building, pilot programmes like this
one will be a useful source of experience. Censuses —
which are an invaluable tool for macroeconomic plan-
ning — are also financed from the EDF. A recent
example is Niger where a € 1.1 million project started
in 2001. By October 2001 the national population and
housing census had been completed. All these activi-
ties are closely coordinated with structural adjustment,
debt relief (HIPC) and other relevant EC or other donor
programmes.

Zambia public welfare assistance scheme

An interesting and somewhat unique EDF project is
the Zambia public welfare assistance scheme (PWAS),
which was signed in 1999. It takes only a relatively
modest amount of resources (€ 1 160 000) and is
designed to improve the Zambia government’s social
safety net through management support, training,
and improved coordination at all levels. Grass root
organisations are directly involved in decisions on the
allocation of resources. The PWAS also uses existing
social structures as much as possible (committees
already in place, community based organisations etc.)
rather than creating new ones. The 2001 Zambia draft
final poverty reduction strategy paper recognised the
value of the re-designed PWAS. Some € 4.13 million
will be provided over the next five years along with
co-financing from the government of a further € 0.65
million. A recent mid-term review of the project has
found that other countries in the region could usefully
follow it as a model. The evaluation concluded that
the PWAS project should be extended — with an
increased budget — into urban areas. Nevertheless, its
achievements — while impressive — were fragile, and
so needed consolidating, with further capacity
building, networking with other national partners and
more focus on local resources in order to increase
sustainability.




Institution building — Commitments 2001

ACP country € million
Angola 0.40
Antigua and Barbuda 0.02
Bahamas 0.04
Botswana 5.12
Burkina Faso 2.8
Burundi 0.08
Cameroon 2.81
Central African Republic 0.75
Chad 13.89
Congo 2.44
Congo (DRC) 0.58
Djibouti 0:11
Dominican Republic 0.02
Equatorial Guinea 3
Eritrea 0.74
Guinea Bissau 0.03
Guinea Conakry 3.07
Guyana 0.2
Haiti 0.15
Cote d'lvoire 0.23
Kenya 0.54
Kiribati 0.07
Lesotho 0.85
Malawi 1.34
Mali 0.7
Namibia 0.37
Niger 1.99
Rwanda 0.06
Senegal 1.43
Sierra Leone 3.22
Solomon Islands 1.28
Suriname 0.16
Tanzania 0.1
Togo 3.07
Zambia 0.08
Total 51.74

Africa, Caribbean and Pacific (ACP)

7.7. Macroeconomic policies
and private ssector
development

7.7.1. Macroeconomic policies

Providing macroeconomic budgetary support has
become an integral part of the Community’s financial
and technical cooperation with ACP countries. Since
1992, the Community has provided budgetary support
amounting to about € 2.604 million in 40 ACP coun-
tries. Formerly, these funds were mostly used to
support economies experiencing ‘balance of payments’
problems. The current approach is to assist countries in
changing the way in which their economies work.

Consequently, in 2001 the Commission continued to
implement its approach to link its budgetary support
programmes to poverty reduction and thus to poverty
reduction strategy papers (PRSPs) established by devel-
oping countries. Therefore the majority of the
budgetary support programmes contained perfor-
mance indicators relating in particular to health,
education and public finance management. On the
latter aspect the Commission has concluded an agree-
ment with the World Bank establishing a joint
EC/World Bank Trust Fund for Public Expenditure and
Accountability Assessments. In addition the Commis-
sion is working toward the establishment of joint
arrangements with other donors in order to provide
more efficient and effective donor assistance to the
recipient countries.

During 2001, the Commission committed € 263 million
in direct budgetary support programmes in ACP coun-
tries. It authorised over € 300 million in payments to
38 ACP countries which have ongoing structural
adjustment programmes.

Macroeconomic support — Structural adjustment
programmes — Commitments 2001

ACP country € million
Cape Verde 12.1
Gabon 4.9
Ghana 50.8
Guinea by
Cote d'Ivoire 12.8
Jamaica 217,
Lesotho 18.5
Mali 31.8
Mauritania 18.3
Niger 3.2
Tanzania 76.1
Vanuatu 1.6
Total 262.90
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Burkina Faso and the new budgetary support
approach

From 1997 to 2000 the Strategic Partnership for Africa
(an informal group of donors, under the leadership of
the World Bank) carried out an exercise in Burkina
Faso to study the issue of setting conditions for recip-
ient country for the release of aid (known as ‘condi-
tionality’). The study has been executed under the
auspices of the Burkina Faso government. The new
approach means entrusting the partner government
with the leading role in the reform process, while
donors limit their role to assessing results in the field
of economic growth and poverty reduction. The
results of the ‘conditionality test’ have been largely
used in the reform of the Bretton Woods institutions’
instruments related to structural adjustment. One of
the major achievements of this reform has been, in
the case of HIPC countries, the design of an overall
development strategy reflected in the poverty reduc-
tion strategy paper.

In the case of Burkina Faso several donors (the
Commission, the Netherlands, Denmark, Sweden and
Switzerland), agreed to operate their budgetary
support in a complementary manner using the same
disbursing mechanisms tailored on the PRSP. The idea
is to reduce government transaction costs in dealing
with different donors, and to provide financial visi-
bility in the medium term. The 2001 ‘Budgetary
support for poverty reduction’ programme included
two elements of direct budgetary support. The first of
€ 15 million was linked to the macroeconomic frame-
work, and has been disbursed according to the IMF
review of its programme with Burkina Faso. The
second € 10 million component has been disbursed
based on performance on a number of indicators
contained within the PRSP. In this way the final
disbursement is linked to the effort invested and to
the policy implementation and poverty reduction
results in key areas of the PRSP. Achievements thus far
are modest, but the process has been launched and
the stakeholders and their responsibilities are now
clearly defined.

7.7.2. HIPC initiative

Two joint ACP-EC Council decisions were adopted in
December 1999 on the Community’s participation in
the highly indebted poor countries (HIPC) initiative (7).
As a creditor, the European Commission contributes €
360 million to the European Investment Bank (EIB)-
administered HIPC Trust Fund, and as a donor, will
contribute a maximum of € 680 million to the World
Bank administered HIPC Trust Fund.

Framework agreements between the EC and the
World Bank and the EIB set out the legal and practical
basis for the provision of the EU’s debt relief.
Following the signature of those agreements, a first
payment of € 250 million was released to the World

Bank Trust Fund (July 2000) and a first payment of €
100 million was made to the European Investment
Bank Trust Fund (December 2000).

To date, 24 out of 41 HIPC countries (of which 34 are
ACP countries) have reached their ‘decision point’ (%)
and are therefore entitled to receive interim debt
relief through the World Bank Trust Fund. The World
Bank and the African Development Bank (ADB) make
the evaluation of needs.

With regard to the EC's role as a creditor, the needs
analysis is carried out by the EC services. As countries
reach their decision point, the Commission, in close
cooperation with the EIB, establishes the total
outstanding debt to the EC on a country-by-country
basis (including special loans and risk capital opera-
tions). It then identifies loans to be considered for
debt relief and agrees with the countries concerned
which loans will be finally selected.

By the close of 2001, the Commission had sent
proposals for debt relief to almost all eligible coun-
tries. A second payment of € 250 million was trans-
ferred in December 2001 to the HIPC Trust Fund
administered by the World Bank and a second
payment of € 100 million was made to the HIPC Trust
Fund administered by the EIB. As at 31 December
2001, only Uganda, Mozambique and Tanzania had
reached their ‘completion point’ under the enhanced
HIPC initiative.

Funds freed up by the cancellation of debt servicing
obligations are then used to finance poverty reduction
initiatives, in particular for the social sector.

7.7.3. Private sector development
(PSD)

The EC's objective is to ensure long-term and sustain-
able economic development. The private sector is
perceived as an engine of economic growth, and
thereby an important source of employment in the
ACP countries.

Private sector development is a cross-cutting issue and
as such is incorporated in the programming of other
sectors like health, education and infrastructure. The
European Commission’s strategy combines support at
the macro level (the business environment and invest-
ment climate) the meso (financial and non-financial)
intermediary level and the micro level (enterprise
competitiveness).

At the macro and meso level, ACP national and
regional authorities can benefit from Diagnos, a
programme which provides assistance in analysis of
the private sector environment in order to identify the
main constraints that impede economic growth in the

(') Decisions Nos 1/1999 and 2/1999 of 8.12.1999, OJ L 103, 28.4.2000, pp. 73-75.
(

?) See http://www.worldbank.org/hipc/about/FLOWCHRT4.pdf



ACP countries. Diagnostic studies were undertaken in
more than 20 ACP countries in 2001 to help design
strategies to provide an ‘enabling’ business environ-
ment for the private sector. At the meso and micro
level, ACP private enterprises and service providers can
benefit from the EU-ACP business assistance scheme
(EBAS) which aims to provide effective business devel-
opment services. EBAS is under full implementation
and by the end of 2001 more than 700 projects had
been approved, supporting enterprises, service
providers and intermediary organisations in more than
60 ACP countries. Out of a total of € 20 million grant
funds available, € 17 million had already been
committed one year before the programme end.

The objective of Proinvest is to promote investment
and North-South and South-South partnership agree-
ments, and it aims primarily to improve investment
services. The total budget is estimated at € 110 million
over seven years. The Proinvest programme was set up
in December 2001.

In addition, many ACP countries and regions have allo-
cations for private sector development included in
their national or regional indicative programmes. In
South Africa, for example, PSD is one of the key areas
of support and an excellent example where economic
development contributes directly to poverty allevia-
tion. A risk capital facility programme for € 59 million
was decided in 2001 that will provide access to credit
and non-financial support to the previously disadvan-
taged economy. Another programme for € 34 million
will strengthen local economic development in the
South African Northern Province.

With regards to regional initiatives resulting from the
Cotonou Agreement, a € 70 million programme to
support the Caribbean rum sector was approved in
2001. The programme assists local rum producers to
compete in a fully-liberalised spirits market by
modernising their plants, improving their capacity to
deal with any possible environmental impact,

© Sean Sutton/MAG

Africa, Caribbean and Pacific (ACP)

24 out of 41 highly indebted poor countries are ACP countries (Angola).

increasing their competitiveness and identifying new
markets. The programme will play a fundamental
role in strengthening a key sector within local
economies, thereby contributing to job creation and
export and tax earnings on the basis of strong local
ownership.

The pesticides initiative programme (PIP) is an ‘all ACP’
country programme, which was drafted at the request
of the ACP/EU Council of Ministers meeting in
Cotonou in July 2000. The overall cost of the PIP is
€ 40.1 million, of which € 29.1 million will be paid by
the EDF. It is a response to the need for ACP horticul-
tural sector operators to raise standards,to meet EU
regulations, which set stringent maximum pesticide

Macroeconomic support — Private sector development — Commitments 2001

ACP country Project title € million
Cuba Support programme to enterprises and investment promotion 2.80
Havana trade fair 0.19
Training programme for heads of companies/business leaders 1.94
Ethiopia Micro and small business enterprise development programme 7.00
South Africa Support to Department of Trade and Industry 0.40
Risk capital 58.90
Local economic development: Northern Province 34.00
Trinidad and Tobago  Caribbean Business Services Ltd 0.90
All ACP Rum 70.00
Public expenditure and financial accountability trust fund 1.90
Commodity risk 1.78
Centre for the Development of Enterprise 20.38

Total 200.19

w
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AIDS poster produced as part of an education and awareness drive targets
on the young people of Trinidad and Tobago.

residue levels. The objective is to help to create a
sustainable and competitive private horticultural
sector in ACP countries.

7.8. Health and education

7.8.1. Health sector

ACP countries differ widely in terms of their political
stability and their governmental capacity and commit-
ment to deliver results in the health sector. EC
responses have been tailored to the country specific
situation leading to a mix of interventions under the
EDF and other EU instruments (thematic budget lines,
NGO co-financing, etc.).

Wherever possible, ongoing projects have been re-
orientated towards sector dialogue, the launching of
sector-wide approaches and support to sector
programming and finance management. Substantial
efforts have been made to improve the quality of
projects implemented. Project management has
focused on speeding up implementation and reducing
the time necessary to deliver aid at beneficiary level.

The 2001 health portfolio for ACP countries was esti-
mated at € 960 million (€ 854 million under the EDF

and € 107 million under the EC budget’s South Africa
budget line). There were 139 projects in 47 countries
with 94 % under national indicative programmes and
6 % under regional or intra-ACP EDF.

At the time of identification of EC intervention, special
consideration was given to the specific needs and situ-
ations of individual countries with emphasis on access
to basic health services and capacity building. At the
same time, special attention was given to the reduc-
tion of ad hoc projects, the merging of requests
covering different sub-sectors into larger global inter-
ventions to reach a critical mass for impact.

National projects range from post-crisis situations
(Angola), resuming of cooperation through a key sub-
sector (e.g. support to immunisation in Nigeria),
nascent SWAPs (Mozambique) to ‘sector-accompa-
nying measures’ within poverty reduction budgetary
support projects (Ghana). The regional projects focus
on continuation of the fight against onchocercosis in
western Africa through the co-financing of a donor
trust fund managed by the World Bank and imple-
mented by the WHO.

A contribution was made to the setting-up of a Global
Fund for the fight against communicable diseases such
as HIV/AIDS, tuberculosis and malaria. Special atten-
tion was given to the complementarity and coherence
of the Global Fund in relation to country level support
through other funding mechanisms.

The EC has also taken part in discussions of ways of
joint working on projects at country level with UN
agencies (such as the World Health Organisation, the
UN'’s Children’s Fund (Unicef) and Population Fund
(UNFPA) and set-up a health issues network to bring
the sector together, exchange experience and develop
good practice.

Support to the health sector in Ghana

In 1995 the Ministry of Health, unhappy with results
from multiple vertical projects each with its own plans
and procedures, embarked on a sectoral wide
approach. Through a participatory process, a medium
term health strategy was adopted in 1996 and trans-
lated into a five-year work programme — agreed with
partners — setting out policy, implementation strate-
gies and resources. The EC joined this process in 1998
with a contribution to the multi-donor fund and an
active participation in the policy dialogue with the
government, civil society and donors. Common
management arrangements, monitoring, etc., were
agreed. In 2001, it became obvious that despite a
budget limited to only US $ 7 per capita, and contin-
uing severe conditions, the health of the population
was improving with, for example, the lowest infant
mortality rate in West Africa and 72.2 % of DPT3
(diphtheria, polio and tetanus) immunisation
coverage. At such a speed of change, Ghana is one of
the best performers in the ACP region. Results are
very encouraging. This type of collaboration may
prove one of the most efficient in delivering health
outcomes for the benefit of the population.
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Social development — Health — Commitments 2001

ACP country Project title € million
Angola Health sector support programme 25.00
Guinea Complementary support to the health sector 5.00
Lesotho Support to health sector reform 1.80
Mozambique Health sector support programme 30.00
Nigeria Prime — Partnership to reinforce immunisation efficiency 64.50
South Africa Partnership for delivery of primary health care including HIV/AIDS 25.00
Swaziland HIV/AIDS prevention and care programme 1.96
Zimbabwe Health sector support programme — phase I 33.00
Regional: West Africa  Fight against onchocercosis 4.50
Total 190.76

7.8.2. Education, training
and culture sector

In 2001, the Commission approved eight new projects
in ACP countries, representing € 98.7 million of aid to
the education and training sector. This involved seven
commitments under national indicative programmes
and one regional project. The financial support to the
ACP countries in this sector increased by 38 %
compared to the year 2000, with larger projects and a
more ‘sector-wide’ approach.

The focus during this period was on improving
national capacity in education (Ethiopia, Uganda,
Pacific region) and support for basic education
(Gabon, Haiti, Niger). Both sub-sectors are directly
linked to poverty alleviation and contribute to
economic growth, greater democracy and the rule of
law.

The global education and training portfolio in 2001 is
estimated at € 540 million, involving 111 projects.

Small projects accounted for a larger share of the port-
folio. However it is expected that, in countries where
conditions are favourable, the average size of commit-
ments will increase, and improve the level of impact.

Human resources development programme (HRDP) in
Papua New Guinea

The Government of Papua New Guinea prepared in
the 1990s important education reforms, addressing
the country’s main problems in the human resources
sector. Under the seventh EDF, human resources
constituted a target sector for EC support i.e. univer-
sity upgrading, secondary school extensions, in-
country training and overseas scholarships.

Under the eighth EDF, human resources are again a
priority, with € 24 million allocated for five years
(until March 2004). The programme ensures a conti-
nuity of the EC contribution in this field in order to
increase the quality of teaching, the number the
students (particularly girls) and to develop vocational
training.

Social development — Education — Commitments 2001

ACP country Project title € million
Ethiopia Capacity building 0.74
Education sector development programme 23.00
Gabon Basic education 5.00
Haiti Basic education 28.00
Kiribati Training 6.40
Niger Basic education 8.70
Uganda Human resources for health 17.00
Regional: Pacific University of the South Pacifi/Human resources development programme 5.00

Total 93.84
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Primary education and early childhood development in South Africa is part
of the European Reconstruction and Development Programme financed
through the EC budget.

The investment in facilities is aimed principally at new
buildings and the renovation of existing ones. The
programme will also provide equipment and training
materials to seven vocational centres, teacher training
colleges and universities. Training is provided for both
public and private institutions as well as for new
teachers. In addition to in-country training about 120
overseas scholarships have been granted.

The EU-Vanuatu education development programme

Vanuatu is a Pacific island state with some 200 000
inhabitants. Since independence in 1980, the govern-
ment has made education its first priority, allocating
26 % of the total state budget to it in 2001.

The Commission has increasingly dovetailed with this
government priority under successive Lomé Conven-
tions. The current EU-Vanuatu education develop-
ment programme is financed under the eighth EDF
and started in September 1999. The project finances
both improvements to the school infrastructure and
to the learning process. 18 junior secondary schools (8
francophone and 10 anglophone) — to serve an esti-
mated 2 500 pupils — will be rebuilt and/or refur-
bished. At the Vanuatu Teachers College a library,
teaching facilities and student accommodation will be
provided. To ensure that the new facilities are put to
optimal use capacity building; the strengthening of
secondary school management; in-service training for
teacher/advisers/inspectors and provision of new
teaching materials are also being funded. The project
will be completed by August 2002.

In addition, the Commission approved € 9.5 million for
a set of cultural projects to support creative capacity
and promote cultural identity among ACP countries.

COOPERATION WITH SOUTH AFRICA

Support to education and training in South Africa is
provided as part of the European reconstruction and
development programme (ERDP) and financed from
the South Africa budget line from the EC budget.

Between 1995 and 1999, 12 education and training
projects were approved representing a financial
commitment of approximately € 180 million. Of this
amount, an estimated 40 % is for skills development
and adult education, 10 % for primary education and
early childhood development, 20 % for higher educa-
tion and the remainder mainly for policy support,
reflecting South African needs and preferences during
the early post-Apartheid years. During 2001 the EC
disbursed € 27 million towards these projects,
increasing their overall disbursement rate to 60 %.

MICRO-PROJECTS AND REFUGEES

In order to respond to the needs of local communities,
the EC has continued to participate in the financing of
micro-projects at local level. In 2001 particular atten-
tion was given to projects with active local participa-
tion that have a positive economic and social impact
on the life of local communities. Countries with
refugee problems were prioritised. Whenever possible,
the EC has tried to facilitate self-sufficiency, integra-
tion or reintegration of refugees.

Social development — Culture — Commitments 2001

ACP Project € million
country title
Angola Film: Na cidade vazia 0.30
Cameroon Decentralised cultural initiatives 0.25
Central Film: Le silence de la forét 0.40
African
Republic
Chad Film: Abouna 0.30
Guinea Decentralised cultural initiatives 1.60
Conakry Film: Circus Baobab 0.10
Film: Paris selon Moussa 0.30
Film: Le fleuve comme une fracture 0.30
Cote Decentralised cultural initiatives 1.90
d’lvoire Film: Independence Chacha 0.16
Mali Film: Kabala 0.18
Regional: French language radio 0.64
West Africa and television training
Film: Vie de femmes 0.10
Fourth meeting of photography — Bamako 0.15
All ACP Youth Festival: Mandingue 0.12
Choreography days: Madagascar 0.21
International Film Festival: Abidjan 0.05
Film: The wooden camera 0.30
Financial support to 11 films 2.10
Total 9.46




Social development — Micro-projects and refugees —
Commitments 2001
Instrument: Micro-projects (commitments 2001)

ACP country  Project title € million
Central Micro-projects programme 2.00
African

Republic

Congo Micro-projects programme 1.84

(Brazzaville)

Mozambique Support to the micro-projects 0.36
coordination

Niger Food security and consolidation process 0.77
of the peace

Total 4.97

7.9. Cross cutting issues

7.9.1. European Initiative for
Democracy and Human Rights
(EIDHR)

In 2001, EIDHR has supported projects in ACP countries
amounting to € 19 million of which € 6.5 million was
allocated to nine projects for the promotion and
protection of human rights. A further € 925,000 went
towards a project covering Benin, Gambia, Burkina
Faso, Nigeria, Mali, Ethiopia, Tanzania and Egypt to
support a campaign to eradicate female genital muti-
lation. Another project for € 867 000 aims to promote
women'’s rights in West Africa (Togo, Senegal, Nigeria,
Mali, Ghana, Burkina Faso and Benin).

Africa, Caribbean and Pacific (ACP)

Kingstown Anglican School — part of the EU Funded Emergency School
Maintenance Programme in St Vincent (Barbados).

Support to the African University (Master’s degree)
programme in human rights and democratisation

This Master's programme educates young profes-
sionals at post graduate level, providing both a firm
academic training in standards, institutions and mech-
anisms for the protection and promotion of human
rights and democracy, and the research skills and
operational tools necessary to prepare graduates for
work. It emphasises a regional approach to human
rights education. A group of 30 students from a large
number of African countries will take part in the
programme, spending the first six months of the year
as a group at the Centre for Human Rights in Pretoria,
where they will attend advanced lectures on human
rights. Thereafter they will be split up into four
groups that are placed with the participating universi-
ties for the last six months of the year. The partici-

Target group: Refugees (commitments 2001)

ACP country Project title € million
Angola AT a la programmation de l'article 255 0.03
Angola Technical assistance programming of Article 255 0.03
Congo (Brazzaville) Support to the economic and social integration of refugees 1.50
Reintegration of young displaced and ex-combatants 0.75
Scholastic reintegration and fight against HIV/AIDS & drugs 0.75
Congo (DRC) Reintegration and auto-sufficiency for the displaced — Kinsangani 4.40
Reintegration of war displaced 0.74
Reintegration and auto-sufficiency for displaced 8.30
Liberia Reintegration programme for returnees and displaced 25.00

Total 41.47

127



EC development policy and the implementation of the external assistance

EGLISE NTARAMA
SITE DU GENOCIDE:t 5000 Pessomes &

NTARAMA CHURCH

GENOCIDE SITE * 5000 Persons

KIRIZIYA NTARAMA
AHABEREYE ITSEMBABWAKO E
JNTRREMBATSEMEA ¥ AMNFo BIRENGASO0 I

:

Following the Rwanda genocide, the EU is supporting judicial mechanisms
to facilitate the return to a peaceful society.

pating universities are: the Centre for Human Rights
at Pretoria University; Makerere University in Uganda;
the University of the Western Cape (South Africa); the
University of Ghana and the Catholic University of
Central Africa (Cameroon). € 1.3 million has been allo-
cated to the project.

Other initiatives include a project in Benin and
Mozambique to improve living conditions for children
and enhance respect for their rights (€ 797,000 and €
300,000 respectively) and a € 704,000 media support
programme to promote human rights in the peace
process in Sierra Leone.

Support to the democratic process and the rule of law
has been allocated around € 6 million, for example to
provide support to staff of Transparency International
to develop techniques to fight corruption and support
independent media. In the Democratic Republic of
Congo a € 1.2 million project has been set up to
promote the rule of law by enhancing dialogue
between government and civil society. € 440,000 has
been provided to support the international tribunal in
Tanzania which is addressing the issue of those
accountable for the 1994 genocide in the Great Lakes
region.

In Cuba, a € 500,000 project seeks to contribute to the
development of more plural, democratic and open
society, encouraging in particular the free flow of
information and exchange of ideas between Cuban
intellectuals on the island and the Cuban diaspora
around the world.

The support for conflict prevention assistance and the
restoration of civil peace is one of the main priorities
of the EIDHR. In 2001, it supported five4 projects in
Africa to a sum of nearly € 3 million. These projects
will be developed in:

© Alessandro Villa

» Sudan to support the peace process by promoting
dialogue between the Sudanese parties on
concrete subjects of negotiation outside the formal
mediation framework (€ 500 000).

» Somalia, where € 600 000 has been allocated to
establish a consensus-based process for identifica-
tion and prioritisation of reconstruction and devel-
opment needs, and recommendations for
improved policy & practice.

» the Democratic Republic of Congo to reinforce the
dialogue between the local communities in the
provinces of Kivu (€ 500 000)

» Rwanda where a project aims to facilitate legal
proceedings following the genocide in order to
ensure a return to a peaceful society (€ 670 000)

» Sierra Leone to assisting with the reintegration of
displaced young people and women into their own
communities.

EIDHR has supported the democratic transition and
observation of electoral processes in several African
countries e.g. Zambia (presidential, parliamentary and
local elections in 2001: € 570 000) and in Togo (parlia-
mentary elections expected in spring 2002: € 527 000)
(see also Section 7.6 of this chapter on Human rights,
democracy, good governance  and capacity
building/elections).

7.9.2. Non-state actors
and NGO activities

THE INVOLVEMENT OF NON-STATE ACTORS
IN THE PARTNERSHIP

The Cotonou Agreement includes innovative provi-
sions to promote participatory approaches to ensure
the involvement of civil society and economic and
social actors. This entails the provision of information
on the partnership and consultations with civil society
on the economic, social and institutional reforms and
policies which the EU proposes supporting. In addi-
tion, there is a new focus on facilitating non-state
actors’ involvement in the implementation of
programmes and projects, and providing them with
the necessary financial resources and support for
capacity building.

A preliminary assessment of progress made in imple-
menting those provisions in the programming process
shows that in 42 countries out of the 50 for which
draft country strategy papers were available, a process
of consultation was conducted with non-state actors
(NSA). In 25 of those 42 countries the draft country
strategy paper was modified following the consulta-
tion process.



Different types of strategies have been followed to
involve NSAs in future cooperation. In a number of
countries the response strategy is geared at enhancing
NSA participation in all sectors of EC cooperation and
by different means (mainstreaming). In others, NSA
involvement is mainly planned for in the priority
sectors. A third type of strategy provides support to
NSAs in non-priority sectors, either as a means for
targeting poor population groups or as a contribution
to good governance and conflict prevention.

Regarding funding, in 26 country programmes the
provision of direct funding for NSA capacity building
or other support is proposed. In total the proposed
funds allocated directly to NSAs in those countries
amount to approximately € 130 million out of a total
programming envelope of approximately € 3 billion.
However only in 12 countries (Gambia, Gabon, Kiri-
bati, Jamaica, St Lucia, Chad, Vanuatu, Zimbabwe,
Burkina Faso, Guyana, Sao Tome and Botswana) have
the eligibility criteria for NSA funding been discussed
with the National Authorising Officer.

Finally out of the 50 country strategy papers surveyed,
31 mention follow-up arrangements for future consul-
tation and monitoring.

Support to the municipal development programme in
West and Central Africa

The "West and Central Africa management association
for the municipal development programme’ (PDM)
brings together national associations with local
responsibilities, municipalities and community and
non-governmental organisations involved in local and
municipal development initiatives in West and Central
Africa. This is particularly aimed at allowing large
urban conurbations to increase their implementation
capacity. Two main activities have been undertaken —
the strengthening of local implementation capacity
and the training of around 60 municipal staff
(1998-2001). Training activities have gone ahead very
successfully, as has the setting up of a programme to
strengthen the capacities of national associations of
locally elected people and support the setting up of
an African municipal movement at the sub-regional
and continent wide level. This is being taken forward
on the ground in the training cycle of local authority
staff. The Canadian International Development
Agency (CIDA), the World Bank, the French Foreign
Ministry, the French ‘ile-de-France’ region and the
Canadian Municipalities’ Federation are participating
in this project.

7.9.3. Gender issues

As in all regions, gender considerations are one of the
driving forces behind EC interventions in the ACP
countries. Where appropriate, i.e. in the vast majority
of cases, programmes and projects specifically identify
the role of women, female adolescents and children
within the process. This includes targeting women as
beneficiaries, consulting the female population in the
preparation of the project, analysing to what extent
women are active participants in implementation, as

© Emilio Rossetti
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Kampala (Uganda).

well as proposing remedies to any possible obstacles to
women's access to the resultant benefits. Gender
considerations are examined in the planning of all EC
support.

7.10. Trade and development

For ACP countries, non-reciprocal trade preferences
have been in place since 1975. Preparations are also
under way for the negotiations of economic partner-
ship agreements (EPAs) with ACP sub-regions. To
achieve the objectives of EPAs, the ACP countries have
to fully integrate EPAs within their development
strategies. The EC, in turn, will support policies
complementary to EPAs through development support
as set out in the Cotonou Agreement.

7.10.1. Development support
and economic partnership
agreements

The link to development cooperation will be a key
aspect for the negotiations on economic partnership
agreements, both in a narrow sense, regarding the
capacities to manage negotiations, and, in a broader
sense, regarding the ability to implement the
emerging agreements and thereby to increase trade
flows.

CAPACITY NEEDS FOR NEGOTIATIONS

Many ACP countries and regions do not have the
capacity to enter into comprehensive trade negotia-
tions. However, independently of EPAs, they are faced
with the challenge of following multilateral, regional
and bilateral negotiations at the same time. Instead of
exacerbating this situation, the EPA process can help
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An EU (Stabex) funded inland reception and distribution centre for bananas
in St Lucia.

to tackle this by providing substantial support for ACP
countries and regions. In line with the Cotonou Agree-
ment, substantial funds are foreseen in the regional
support programmes, to strengthen analytical and
negotiating capacities of both the regional organisa-
tions and their Member States.

DEVELOPMENT SUPPORT FOR TRADE

In a more comprehensive sense, it is necessary to effec-
tively ‘mainstream’ trade into development coopera-
tion, an important element of the Cotonou Agree-
ment. Development cooperation programmes in areas
such as macroeconomic support, transport, private
sector support, etc. need to take the trade dimension
better into account. First steps into this direction have
been taken by mainstreaming trade concerns in the
national and regional strategy papers for the ninth
EDF. In addition, a number of ‘all-ACP" programmes
have been or will be initiated to address trade bottle-
necks in ACP countries. EPAs will enhance this process
by linking trade negotiations closely to development
support programmes.

EC support for ACP trade policy

» Strengthening the negotiating capacity of the ACP
in the WTO and on EPAs.

» WTO and EPA support programmes for the ACP of
€ 10 and € 20 million have so far has been offered
on an ad hoc basis for studies and coordination
meetings. However, from July 2002 onwards,
programmes will be coordinated in Brussels
though a steering committee and will be initiated

(") See www.coleacp.org.

by ACP countries coming forward with requests
for assistance.

» Supporting ACP countries’ presence in Geneva
where WTO activities take place.

» € 1.4 million has been spent on the new ACP
Antenna (will be opened in January 2002) in
Geneva, and will serve as a focal point.

» Helping ACP partners fulfil EC sanitary and phyto-
sanitary standards.

» A € 29 million five-year pesticide programme for
the ACP countries was established in July 2001.
The project includes information/communication;
regulation; good practice (working on the imple-
mentation of adequate quality control systems)
and capacity building ().

» Assisting ACP integration into world trade.

» At the ACP Ministers of Trade meeting in
November 2001, the Commission proposed a € 50
million facility to support ACP integration in world
trade once the ninth EDF becomes available. In
addition, some € 350 million have been earmarked
for regional integration and trade-related tech-
nical assistance/trade capacity building in the next
five-year programming period. Allocations for
trade-related support can also be included as non
priority sectors of the national indicative
programmes, depending on requests made by ACP
authorities.

7.11. Coherence with other
policies

Trade and investment liberalisation can play an impor-
tant role in economic growth. The EC is seeking to
integrate developing countries into the world
economy on the basis of the Doha Development
Agenda, linking trade and development in the multi-
lateral trading system. The EC is in addition providing
considerable trade-related technical assistance to
strengthen partner countries judicial, regulatory and
institutional capacities in this field.

In the context of the WTO, the EC has been a strong
advocate of multilateral trade negotiations centred on
the needs and interests of developing countries.

Under Cotonou, assistance in trade-related issues will
be provided at national, regional and horizontal
(available to all ACP countries) levels. € 10 billion is
earmarked for the former along with around € 260
million  for regional interventions. Horizontal
programmes include a € 10 million WTO support initia-



tive and a € 20 million support programme to allow
ACP countries to effectively enter into negotiations for
economic partnership agreements (EPAs).

7.12. Cooperation
with other donors

The sector-wide approach means that donors are
increasingly pooling resources rather than under-
taking individual actions. The Cotonou Agreement
further stresses the need for cooperation between
donors and this is being reflected by increased coordi-
nation, particularly within partner countries them-
selves. The EC has various framework agreements
with bilateral and multilateral donors such as the
agreement signed with Italy in 1985 which has been
renewed up to March 2003 to which the EC has made
a commitment of € 140 million. Specific examples are

as follows:

Africa, Caribbean and Pacific (ACP)

» Test cases on commodity risk management: World
Bank Trust Fund. A financing agreement was
signed in July 2001 to provide financing for the
development of eight prototype test cases of
commodities price risk management instruments
in ACP countries. The aim of the initiative is to
extend price insurance mechanisms which exist in
the developed countries to developing countries
so as to reduce the risk of sharp falls in the prices
of major commodities (coffee, cocoa, cotton,
sugar, etc.) in particular for the benefit of poor
farmers.

The total grant amount to be provided by the Commu-
nity for the ACP/EU Commodities Risk Management
Trust Fund is € 1 737 600 to be administered by the
World Bank with the objective of developing proto-
type test cases.

The list below provides summarised examples of co-
financed activities.

» Joint programme for public expenditure and finan-
cial accountability assessments. A € 2 million
programme, financed through a trust fund, has
been put in place with the World Bank and opened
for contributions from other donors. It is designed
to improve good governance, fight corruption and
make public expenditure in ACP countries more
effective in pursuing development objectives,
particularly as regards poverty reduction. Method-
ological studies to identify appropriate perfor-
mance indicators and joint public expenditure
reviews should contribute to a significant improve-
ment in the management of public funds.

List of co-financing arrangements completed during 2001

ACP country Project title Co-financing partner Type of co-financing € million
or region
Sierra Leone Rehabilitation Germany; Sweden; UK; Two Instalments made EC: 10
and resettlement Italy; the Netherlands; USA; to a multi- donor trust Others: 35
programme Switzerland; Canada; fund managed by
Norway; World Bank the World Bank
West Africa  Agricultural research France; UK; Belgium; Parallel EC: 12
programme the Netherlands; USA Others: 10.36
Somalia Pan-African control Italy Joint EG: 72
of animal Italy: 1
diseases
Chad Rural water supply Germany and France Joint EC- 2
‘Ouadai Biltine’ Germany: 5
France: 5
All ACP Trust fund for public World Bank Instalment made EC: 185
expenditure and to a single-donor World Bank: 2
financial accountability trust fund managed
by the World Bank
All-ACP ACP/EU commodity World Bank Instalment made EC: 1.74

risk management

to a multi-donor
trust fund managed
by the World Bank
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Rehabilitaded hand-dug well, Somali region of Ethiopia.

7.13. EIB loans

The European Investment Bank (EIB) aims to promote
economic growth and the integration of ACP countries
into the world economy ('). The focus under the
Cotonou Agreement is on the private sector as the
main engine of economic growth. However, viable
revenue generating projects in all economic sectors are
eligible.

The investment facility (IF) is a new instrument that
will replace ‘risk capital’ and provide increased finan-
cial resources from the ninth EDF. The IF will:

» be managed along commercial principles to be
financially sustainable;

» be a revolving fund, i.e. re-flows will be invested in
new projects; and

» assure ACP countries of future availability of
resources.

Other EIB-financed loans will continue to be available
alongside the investment facility.

SOME PROJECT HIGHLIGHTS FOR 2001

Some € 144 million was spent on the Chad-Cameroon
Pipeline Project (%) in a combination of € 88 million of
EIB resources and € 56 million of (EDF) risk capital
resources. The Chad-Cameroon pipeline is part of a
broader integrated oil development and pipeline
project, supported by the World Bank and interna-
tional oil companies. The environmental and social
aspects of the project were scrutinised in close cooper-
ation with the World Bank.

A further € 50 million was spent on the N4 Toll Road
Project in South Africa (?). The project is a key element

(") See http://www.eib.org/lending/acp/index.htm

© ECHO

in the toll road network to the North and West of
Pretoria. The EIB helped provide Rand funding that
enabled the promoter to avoid foreign exchange risk
in this important South African PPP project.

€ 15 million was spent on micro-finance ventures
channelled through micro-finance specialist funds.
The objective of the bank is to help these funds
develop and reach commercial maturity and financial
self-sustainability. Ventures will be co-financed with
other donors and, where necessary, combined with
grants from other sources for institution building
measures.

EIB loans to ACP and South Africa 1997-2001

Sector ACP ACP
(€ million)

South South
Africa Africa

(1997-2001) 2001 (1997-2001) 2001

Energy 655 260 102 -
Transport and 191 16 145 50
telecommunications

Environment 159 69 45 -
Industry, services 307 48 25 -
SMEs (global loans) 584 127 459 (%) 100 (7)
Total 1 896 520 776 150

(*) Also includes support for smaller-scale municipal infrastructure
schemes.

7.14. ECHO

In 2001, the ACP countries were the biggest recipients
of humanitarian aid from the European Community
Humanitarian Aid Office (ECHO) with a total amount
of € 173.32 million. Within Africa, the biggest crisis
remained in the Great Lakes with € 35 million allo-
cated for the Democratic Republic of Congo, € 32
million for Burundian refugees in Tanzania and € 20
million for Burundi itself. In addition, hundreds of
thousands of refugees, internally displaced people and
other local vulnerable populations all over the conti-
nent benefited from life-saving emergency aid deliv-
ered by ECHO's partners under very difficult circum-
stances.

Although the political developments in many of the
beneficiary countries leave some serious doubts as to
whether a long-term improvement of the humani-
tarian situation is likely, there are nevertheless some
positive signs (e.g. a stabilisation in West Africa).

ECHO managed to improve the delivery of its aid to
ACP countries by making the bulk of funding available
at the very beginning of 2001, allowing for quick
responses and fine-tuning of the strategy in the course
of the year.

(?) Classed as 'Oil and Gas deal of the Year' by Project Finance International magazine and 'Project Finance Loan of the Year 2001’ by the

International Financing Review.

(®) ‘Infrastructure Deal of the Year’ by Project Finance International magazine.



European Community Humanitarian Aid Office’s (ECHO)
financing decisions in 2001

ACP country € million
Angola 9
Burundi 20
Burkina Faso and Chad 2.55
Caribbean/Pacific (including ‘disaster preparedness’) 3.88
Central African Republic 1
Congo (DRQ) 35
Eritrea 7
Ethiopia 952
Kenya 4.6
Madagascar 0.9
Mozambique 2.84
Sierra Leone, Guinea Conakry and Liberia 20.6
Somalia 1.7
Sudan 17
Tanzania 32.15
Zimbabwe 0.5
ECHO flights (based in Africa, for aid distribution) 8.4

Total 176.32

7.15. Monitoring

The Commission, during 2000, established an improved
results-oriented  monitoring  system  for  the
ALA (')/MED/ACP and the Balkans, rooted in the
Commission’s Project Cycle Management mechanisms.
The system was tested in 2001. Now that the testing-
phase is at an end, the Commission is in a position to
offer some initial insights on what has worked well
and what needs substantial improvement in this
region. Further information on the results-oriented
monitoring system can be found in Chapter 1 (Section
1.4). This new monitoring system will be fully opera-
tional as from 2002).

During 2001, 173 projects (of which 18 have been
revisited) have been visited in the ACP region, in 23
countries. The total volume of EC financing thus
covered is € 1902.9 million of which the most impor-
tant (DAC) sectors were infrastructure and economic
services (36 %) and economic and institution building,
civil society and social infrastructure and services
(15 %). The overall rating for projects in the region
was slightly above average i.e. 2.55, compared to an
average rating of 2.5.

Effectiveness and impact seem to be, relatively, the
most successful aspects. Environmental and technical
aspects also came out well, while weaknesses included
economic and financial factors and efficiency, espe-
cially relating to ‘timeliness’. Nevertheless, the
regional analysis level of project performance should
be treated with some caution (see Section 1.4).

(") Asia and Latin America.

Africa, Caribbean and Pacific (ACP)

Children of South Africa.

7.16. Conclusions
and perspectives

EC development assistance will continue to strive to-
wards the attainment of Millennium Development Goals
(in the ACP, as in other regions). This will require quality
dialogue with national authorities on the development
of sector wide approaches and close cooperation with
EU Member States and other partners. The Cotonou
agreement and the reform of the management of the EC
external aid provide the framework for this.

For beneficiaries and representatives of civil society in
the ACP partner countries, the new programming ap-
proach — characterised by the rationalisation of coop-
eration instruments and the introduction of a ‘rolling
programme’ — represents a unique opportunity to as-
sume a more ‘hands-on’ approach to and transparent
control of valuable development assistance resources.
Nevertheless, there is a ‘price to pay’ of increased disci-
pline and an undeniable need to assign scarce skilled
human resources to management tasks.

As far as EU Member States are concerned, the new ap-
proach represents a golden opportunity to make real
progress with the search for complementarity, which un-
til now has been more evident in theory than in practice.
The corollary is that they too must accept radical changes
in working practices, in information sharing and in con-
sultation requirements if the mutually accepted dead-
lines of the new agreement are to be achieved. The out-
come of the negotiations for a new internal agreement
will indicate the extent to which these required changes
in practice are going to be achieved in reality.

It cannot be stressed enough that if the new approach
to ‘rolling programming’ is to be cost-effective for all
concerned in the long run, it will inevitably demand a
considerable extra effort ‘up-front’ to ensure the qual-
ity and viability of the initial programming exercise.
Once this is achieved, and the implementation process is
seamlessly linked with the initial programming of the
country strategy papers, the ongoing management pro-
cess will become less burdensome and hopefully more
flexible and effective for all concerned.

133






OHDO3 ®

e

b

§
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8.1. Introduction

On 4 September 2001, the EC adopted a new strategic
framework in the EU relations with Asia and its sub-
regions in the coming decade. The main thrust of the
new approach is based on the core objectives of
strengthening the EU political and economic presence
across the region, and raising this to a level commen-
surate with the growing global weight of an enlarged
EU ().

Asia accounts for 56 % of the world’s population (and
66 % of the world's poor), for 25 % of world GNP, and
for a gradually increasing 27.5 % of EU imports (up
from 26.9 % in 1997) and relatively constant 17.6 % of
EU exports between 1997 and 2000. This has resulted
in a significant growth in Asia’s trade surplus with EU
from € 33.1 billion in 1997 to € 118.1 billion in 2000.
Asia is the EU largest trade partner in terms of imports
and second largest market for exports. With regard to
foreign direct investment (FDI), however, Asia has not
regained its market share of EU FDI since the Asian
economic crisis, receiving only an average 6.6 % of EU
FDI between 1997 and 2000 (?).

8.1.1. An evolving regional dialogue

Since 1994, the European Commission’s political
dialogue with the region has evolved considerably,
with new Summit dialogues with the Asian partners in
the Asia-Europe meeting (ASEM), and with China,
India, Japan and (soon) Korea. The Ministerial
dialogue with ASEAN continues, and now includes
active EU participation in the ASEAN Regional Forum
(ARF). High-level contacts with Australia and New
Zealand have likewise been strengthened. In addition
in 2001, the EU has continued to make an active
contribution to peace and security issues in the region,
for example in its assistance for the establishment of
democratic government in Cambodia and East Timor,
support for refugees in and from Afghanistan, and in
the contribution to KEDO ().

8.1.2. Bilateral relationships
and cooperation agreements

EU external cooperation policies are legally formu-
lated and administered through cooperation agree-
ments, protocols, administrative arrangements and
memorandums of understanding. These provide the
basis for the implementation of programmes and
incurring budgetary expenditures.

EC cooperation with countries in Asia largely takes
place under the 443/92 ALA Regulation which was
adopted in 1992. This regulation encompasses a
complete strategic framework (%) which covers devel-

)
)
’) KEDO: Korean Peninsula Energy Development Organisation.
)

Trade and cooperation agreements for Asia

Country Type of Date of signature
cooperation
agreement

ASEAN (°) Cooperation agreement (") 7 March 1980
China Trade and economic

cooperation agreement 21 May 1985
Macao Agreement for trade

and cooperation 5 June 1992
India Cooperation agreement

on partnership

and development 20 December 1993
Sri Lanka Cooperation agreement

on partnership

and development 18 July 1994
Vietnam Cooperation agreement 17 July 1995
Nepal Cooperation agreement 20 November 1995
Cambodia Cooperation agreement 29 April 1996
Korea Framework agreement

for trade and cooperation 28 October 1996
Laos PDR Cooperation agreement 19 April 1997
Bangladesh Cooperation agreement

on partnership

and development 22 May 2000
Pakistan Cooperation agreement

on partnership

and development 24 November 2001

(") Association of South-East Asian Nations.

(*") Protocol extending the agreement to the Socialist Republic of
Vietnam signed on 14 February 1997. Protocols extending the
agreement to the Kingdom of Cambodia and the Laos People’s
Democratic Republic signed on 28 July 2000.

opment assistance, economic cooperation, environ-
ment, as well as a strong reference to need for
promoting democracy and human rights. Priority fields
for EC cooperation activities in Asia have continued to
focus on institutional capacity building, and promo-
tion of primary health care and education as a means
to fight poverty.

Commitments and payments in Asia in 2000 and 2001
(€ million)

Programmes Commitments Payments
2001 2000 2001 2000
Countries Bilateral 225.0 283.0 2646 240.2
Regional 64.5 96.6 41.2 36.6
Subtotal 289.5 379.6 305.8 276.8
Bilateral/Regional
Other budget lines 88.8 67.4 721 41.7
Grand total 378.3 447.0 377.9 3185

Council Regulation (EEC) No 443/92 of 25 February 1992 on financial and technical assistance to, and cooperation with, the developing
countries in Asia and Latin America published in OJ L 52, 27.2.1992, p. 1.



8.1.3. Highlights of our cooperation
in Asia in 2001

Two major events, one natural and the other man-
made, feature significantly in the 2001 report on
EC-Asia cooperation. These were the Gujarat Earth-
quake and the 11 September aftermath in
Afghanistan.

India — Gujarat earthquake

When the earthquake struck Gujarat on Republic Day
(26 January 2001), Chris Patten, Commissioner for
External Relations, was in New Delhi on an official
visit. He immediately conveyed the condolence
message of President Prodi to the President of India,
Mr K. R. Narayanan, underlining that: ‘The European
Union is with the people of India during this hour of
tragedy and we are ready to help in every possible
way’.

ECHO responded very swiftly to the disaster providing
€ 3 million on 27 January 27, and a further 10 million
four days after the quake. These funds were allocated
to European NGOs to provide emergency aid in the
most affected areas. The newly-created Europe Aid
Cooperation Office of the EC immediately sent an
identification mission to the affected areas to produce
a viable and sustainable aid package to facilitate
social and economic recovery in the state. Based on its
conclusions the EC provided a support package of
around € 80 million, confirming EU solidarity with
Gujarat, and which included a health (€ 40 million),
rehabilitation (€ 15 million) and natural resources
component (€ 25 million).

Afghanistan — Starting a recovery programme

Following the events of the 11 September 2001, the
Heads of State or Government declared on 20 October
that the EU would join the international community in
a ‘far reaching and ambitious programme of political
and humanitarian aid for the reconstruction of
Afghanistan’. In 2001, the Commission committed
almost € 103 million for assistance to Afghanistan,
half of which was channelled through ECHO. Even
prior to 11 September, assistance had been provided
to displaced persons and food-related assistance was
being delivered to rural areas. The Commission subse-
quently made a proposal for a further € 57.5 million

© J.F. Merladet/EC delegation in New Delhi

Asia

Village destruction during Gujarat earth quake (India).

for support to a reconstruction programme in
Afghanistan to be decided in early 2002. The overall
objective of this programme is to support the stabili-
sation of the country by contributing to basic gover-
nance and to meet basic needs.

8.2. Regional cooperation

The EU has a longstanding relationship with South-
East Asia, which operates through a number of part-
nerships.

8.2.1. The EU-ASEAN partnership

Relations between the EU and the Association of
South-East Asian Nations (ASEAN) are based on a
Cooperation Agreement (1980) between the EC and
member countries of ASEAN (7).

8.2.2. EU-SAARC

The EU has consistently affirmed its interest in
strengthening links with the South Asian Association
for Regional Cooperation (SAARC (%) as a regional
organisation. With 1.3 billion inhabitants in 1999,

Overview of commitments/payments 1995-2001 (€ million)

1995 1996 1997 1998 1999 2000 2001 Total
Commitments 457.3 405.7 4353 4233 342.7 447.0 3783 2 900.5
Payments 219.3 2791 301.9 262.1 289.2 318.5 3749 2 048.0

(') ASEAN countries: Brunei, Burma/Myanmar, Cambodia, Indonesia, Laos PDR, Malaysia, Philippines, Singapore, Thailand, Vietnam.
(?) SAARC countries: Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan, Sri Lanka.
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© Janet Raynor/Promote

Promote Programme liason officer (gender equality),
Bangladesh

SAARC member countries represent almost 22 % of
the world population, but only 1.97 % of world GNP
(575 billion US $ in 1999) Average per capita income is
US $ 441 (World Bank, 1999). Indeed poverty is one
fundamental element characterising the situation in
South Asia.

8.2.3. ASEM

ASEM (the Asia-Europe Meeting) is an informal
process of dialogue and cooperation bringing
together the EU Member States and the European
Commission, with ten Asian countries (Brunei, China,
Indonesia, Japan, South Korea, Malaysia, the Philip-
pines, Singapore, Thailand, and Vietnam). The ASEM
dialogue addresses political, economic and cultural
issues, with the objective of strengthening the rela-
tionship between our two regions, in a spirit of mutual
respect and equal partnership. In 2001, the Commis-
sion committed a grant of € 20 million for a second
phase of the ASEM Trust Fund, thereby lending contin-
uing support to reforms in the financial and social
sectors particularly in Asian ASEM partners directly
affected by the 1997 Asian crisis.

8.2.4. Specific programmes include:

» the Asia-Link programme which will provide €
40 million over five years to promote regional and
multilateral networking between higher education
institutions in EU Member States and South Asia,
South-East Asia and China, and

» the Asia-Urbs programme which aims to
strengthen the capacity of local governments in
urban management, with an emphasis on allevi-
ating poverty in the local communities.

In 2001, this Asia-Urbs co-funded project ‘Asia Rehab:
Improving Daily Life for Residents by Preserving and
Restoring the Historic Centre of Hanoi’ completed its
first year. Residents are being encouraged to improve
their own properties and, where possible, to remain in
their homes during the improvements. About 50 resi-
dents from just two buildings — one straddling two
streets and housing five families, the other including a
jewellery shop and housing four families — partici-
pated in a pilot restoration scheme in the first year.
The experience and achievements will provide an
example for other householders to follow in the
future. Establishing a credit system for financing these
activities proved one of the more tricky areas to
initiate as raising enthusiasm in the banking sector has
not been easy. But providing technical assistance and
techniques for improving buildings and associated
living space, and intervention of legal and regulatory
experts to address obstacles in landlord/tenant rela-
tionships, and guidance in planning have all
proceeded well.

Under the Asia-Urbs programme, funds are provided
for local government partnerships to jointly undertake
feasibility studies and/or two-year pilot projects
addressing certain key areas of cooperation — urban
management, urban environment, socioeconomic
development and urban social infrastructure. The main
areas of cooperation for the 28 projects approved
(totalling € 11 million) for funding in 2001 were: waste
management (7), entrepreneurship/economic develop-
ment (5), urban management (3), cultural heritage (3),
education/training (3), water management (2), pollu-
tion control (2), and innovative technologies (1).

Regional cooperation commitments 2001 (€ million)

Regional Project title Amount
cooperation

ASEM Asia Trust Fund 20.0
Asia ProEco (ex-Ecobest) 3.5
Asia ARCBC rider (biodiversity) 0.9

Total 524

8.3. Transport

Air transport and maritime transport are the main
components of EC assistance in the transport sector for
Asian countries. These areas will play an important
role, as efficient transport systems are essential in the
economic development of Asian countries. The imple-
mentation of cooperation projects will demonstrate
the benefits of European practices in the region.

8.3.1. Maritime transport

EU-India Maritime Project: The project aims to
improve the efficiency of two ports in India, and also



to support the Government of India to introduce elec-
tronic data interchange in the sector. The EC contribu-
tion to this project is € 8 million (total project budget:
€ 10 million). This project has already started to
improve the conditions for trade and investment in
the port sector. During 2001, various activities have
been completed at Jawaharlal Nehru Port and Chenai
Port, including the restructuring of the port commu-
nity and feasibility studies in the area of electronic
data interchange. Also port maintenance, traffic fore-
casting and planning capabilities have been enhanced.

8.3.2. Air transport

Priority was given to enhance air safety and to
increase EU-Asian cooperation in the aerospace sector
through:

EU-India Civil Aviation Project, EC contribution
€ 18 million (total budget € 28 million)

During 2001, European experts have visited six Indian
airports. Workshops have been organised concerning
such themes as ‘Airspace Management’, ‘Regional
Cooperation’ and ‘Certification of Large Aircraft’. A
top-level executive seminar was also organised on the
theme of ‘Airline Management’.

EU-China Civil Aviation Project, EC contribution
€ 7 million (total budget € 15 million)

In 2001 activities on ‘regulatory harmonisation’ raised
a considerable interest from Chinese counterparts. In
addition training activities on the ‘airworthiness’ have
already resulted in the full qualification of 14 Chinese
training organisations. Likewise the implementation of
‘production management’ activities has already
resulted in the setting up of two production lines in
Xi'An, and Chendu in Sechuan Province.

In summary the two civil aviation projects have
already:

» increased the awareness of the EU industry prac-
tices including airworthiness and safety regulations
and standards;

» assisted the development of the future air traffic
management environment as well as the develop-
ment of airport infrastructure;

» developed knowledge and practice of modern
product support, maintenance and overhaul tech-
nigues.

During 2001, the Commission has also been involved in
negotiations concerning the proposed the EU-Asian
Civil Aviation Cooperation Project covering 15 other
countries from South and South-East Asia. The EC
contribution for this project is foreseen at € 15 million
(total project budget: € 30 million).

© DACAAR

Asia

8.4. Food security
and rural development

Sustainable rural development and food security are
important components of the anti-poverty strategies
of the Community. In 2001, € 20 million was allocated
for direct food aid to North Korea with additionally €
4.5 million allocated for indirect assistance via World
Food Programme, mainly for purchases of agricultural
implements and fertilisers. Bangladesh was allocated
€ 24.5 million for food security (of which € 3 million
was set aside for food aid).

Afghanistan was allocated € 16 million (via WFP) as
well as € 4 million for food aid via EuronAid.
Cambodia € 5.7 million and Laos (Lao PDR)
€ 1.1 million were beneficiaries of food security
projects delivered via NGOs. Finally, India received
almost € 1.0 million in the form of food aid via
EuronAid.

Rural development, food security — Commitments 2001
(€ million)

Country  Project title Amount

Pakistan  Veterinary support 229

Asia CGIAR Agri-Research 7.5

Indonesia Development of irrigated agriculture 6.1
in Bululeng Karang Asem

Cambodia Northern Province (study) 0.6

Total 371
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Rural development training on integrated product management for rice
(Vietnam).

8.5. Institution building

Institutional capacity building has been defined as one
of the focal areas of the Community’s development
cooperation.

Specific goals in the area of institutional strengthening
for 2001 include:

» the development of transparent, accountable and
effective governance and administration in all
public and semi-public institutions;

» the strengthening of the rule of law and improved
access to justice while guaranteeing the profession-
alism and independence of judicial systems;

» the fight against bribery, corruption and nepotism.

In Cambodia, assistance was provided for the
communal elections which took place early in 2002
including technical assistance to the National Election
Committee as well as financial support through the
UNDP.

© EC delegation in Vietnam

Implementation continued on institutional support
projects in China, such as the EU-China legal and judi-
cial cooperation programme, the EU-China statistical
cooperation programme and the EU-China village
governance programme (launched in Beijing by Chris
Patten in May 2001).

Development cooperation was for the first time initi-
ated in North Korea (DPRK). Preparatory work in
2001 allowed identification of two pilot projects for
assistance. These projects will provide training for the
economic reform programme and support increased
efficiency in the energy sector.

A new livestock services programme was approved for
Pakistan, which involves the strengthening and
restructuring of public livestock service delivery.

Among new development initiatives for Vietnam a
programme in support of the Ministry of Labour to
improve the supply of skilled labour to key sectors was
identified (€ 10 million). Another project will focus on
institutional support for the development of small and
medium-sized enterprises.

8.6. Private sector development

Economic cooperation with Asia continues to focus
primarily on the promotion of mutually beneficial
business-to-business cooperation, enhancing Europe’s
profile in Asia and that of Asia in Europe, increasing
Europe’s economic presence in Asia and assisting coun-
tries to define and implement policies to improve their
economic situation and performance.

BUSINESS TO BUSINESS

The Asia-lnvest programme started as a cross-sector
economic cooperation programme with Asia, to
promote business cooperation through mutually bene-
ficial partnerships between Asia and the European
Union. The programme provides a range of grants,
support instruments and access to an extensive
network and partner search database to representa-
tives of companies, including chambers of commerce,
sector and industry organisations, professional associa-
tions, industrial federations and business development
agencies, with particular emphasis on SMEs.

Institutional building — Commitments 2001 (€ million)

Institutional reinforcement Country Project title Amount
Good governance Indonesia Good governance partnership 13.30
Democratisation Cambodia Elections/UN trust fund 295
Institution building North Korea (DPRK) (*) Pilot project in institutional support/training 0.97
Institution building North Korea (DPRK) Pilot project in the energy sector 0.93
Institutional support Nepal Census 0.40
Total 18.55

(") DPRK: Democratic People’s Republic of Korea.




Over the course of the programme to December 2001,
143 projects were co-financed. In 2001 alone 85
projects were approved, totalling an EC contribution
of € 7.98 million.

The EC underpins the capacity of Asian businesses to
engage in mutually beneficial linkages with EU busi-
ness through its support to European Business
Information Centres (EBICs) throughout the region
(i.e. in Sri Lanka, India, Malaysia and the Philippines).
In 2001, a new EBIC was opened in Hanoi, Vietnam.
EBIC's offer a range of information to Asian businesses
or associations. In 2001 around € 805 000 was spent in
support of activities of EBIC's in Sri Lanka, India,
Malaysia and Vietnam.

In Bhutan, the focus in 2001 was consolidation and
preparation of the second phase (€ 4.2 million) of the
EC-supported 'medicinal plants’ project. This phase will
target the full sustainability of the Institute of Tradi-
tional Medicines Services (ITMS) as a component of the
long-term development of the medicinal plants sector
for the country.

PROGRAMMES IN THE FIELD OF BUSINESS TRAINING.

The China-Europe International Business School
(CEIBS) in Shanghai was established in 1994 as a result
of phase | of an EC-financed project. The objective of
the CEIBS is to enhance China’s commercial and indus-
trial links with the EU by providing management
training and by facilitating the transfer of interna-
tional management expertise to managers in China. EC
support to the CEIBS entered its second phase in 2001
with a EC commitment of € 10.95 million. In 2001,
CEIBS reaffirmed its position as the best business
school in the Chinese mainland by breaking into the
world top 100 MBA list. In 2001, around 600 students
enrolled for the MBA and EMBA courses. In addition,
CEIBS received some 4 300 short-term students.

In 2001, the EU-China junior managers
programme (€ 11.64 million) awarded diplomas to 24
young EU managers in 2001. The EU-China
programme for the development of industrial
vocational training, trained 408 employee trainees
and 25 trainer-trainees.

Other programmes include a scholarship programme
in Hong Kong (Special Administrative Region of
China) for a Master of Law in Human Rights at the
University of Hong Kong, three cooperation
programmes ongoing in Macau (Special Adminis-
trative Region of China), and a new programme on
cooperation in the legal sector launched at the end of
2001, with a total EC contribution of € 990 000.

PROGRAMME IN THE FIELD OF INFORMATION
TECHNOLOGIES

The Asia IT&C programme commenced in October
1999. The aim of the programme is to increase cooper-
ation in information technology and communications
between Europe and participating Asian
countries/territories. China became a participating

© J.F. Merladet/EC delegation in New Delhi

© Janet Raynor/Promote

Asia

The adult vocational training (AVIC) as part of the EU rehabilitation
programs for adults. Horticultural training production centre (India)

country in 2001. In 2001, 23 projects were approved (€
5.98 million) for projects that search for compatible
IT&C solutions between Asian and European IT&C envi-
ronments, improve the transfer of IT&C know-how,
and strengthen the mutual understanding of IT&C
regulatory and/or legislative structures between the
regions.

Private sector and economic development commitments
2001 (€ million)

Country  Project title Amount
India Small projects facility 4.04
Vietnam  EBIC 0.99
China Intellectual property rights (addendum) 0.80
Vietnam  Human resources/tourism 10.80
Vietnam  Audiovisual 0.95
Macao Cooperation in the legal field 0.99
China WTO (addendum) 0.60
China Interpreter training 0.40
Asia Extension to IT&C programme 5.00

Total 24.57

Teachers educators (Bangladesh).
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Early malaria diagnosis and treatment at commune level (Vietnam)

8.7. Health and education

8.7.1. Health

There are a number of social and economic challenges
that stem from poverty, social change, economic
growth and crisis, and under-funding of the health
sector. There is also a health challenge in Asia, which is
characterised by a rapid ‘Health transition’: demo-
graphic transition, changing risks of environment and
lifestyle, epidemiological transition and a widening
gap of health status between social and economic
classes. Furthermore, the region is prone to natural
and man-made disasters.

Information, education and communication door to door in remote villages
in Vietnam

© Malaria Project Vietnam

© Malaria Project Vietnam

The EC response to these challenges under the health
sector development programme in 2001 has focused
mainly on the following priorities:

» In Thailand, the Health Reform Project (€ 2
million) which was completed in 2001, assisted the
Government of Thailand to achieve universal
coverage, decentralisation and civil society involve-
ment to improve responsiveness and quality of
care. Following this positive experience of Euro-
pean support to the health sector reform in Thai-
land, a second programme (€ 5 million) is due to
be committed in 2002. In Vietnam, the ongoing
health systems development programme in
Vietnam (1998-2003, € 34 million) aims at
improving the quality of and access to primary
health care.

» Even larger EC interventions respond to a
variety of sector challenges. They are increas-
ingly implemented through sector-wide
approaches and budget support. In
Bangladesh, the health and population sector
programme 1998-2003 (€ 70 million) responds to a
large reform agenda unifying health and family
planning services. The programme has been agreed
between EC, World Bank and other donors. The
sector programme has made good progress in its
first two and a half years. Significant improvement
in most health indicators continued to be made
(e.g. infant mortality down to 62 (2000) from 92
per thousand (1992-96), and maternal mortality
ratio (MMR) down below 400 (estimate 2001) from
485 (1991)). On the reform agenda, progress has
been more mixed and efforts to push through
unification were hampered in the context of
national elections and transition to a new govern-
ment.

» In India, EC support to the health and family
welfare sector reform programme (€ 200 million)
aims to improve the quality and accessibility of
health services, with particular focus on the status
of women’s and children’s health. Currently 22
states have adhered to the process of reform (from
11 originally participating) and close to 40 NGOs
and institutions are assisting in the implementation
of the reform. After the January 2001 earthquake
in Gujarat, the EC increased its contribution by € 40
million to support reconstruction and rehabilita-
tion efforts, and maintain the momentum of sector
reforms.

» Strengthening social security systems and
social health insurance. European experience in
social security and social health insurance can be of
particular value for countries aiming to reduce the
vulnerability of people who are close to the
poverty line. In China in 2001 the EC started the
preparation of a major programme (€ 20 million)
for social security that is expected to be committed
in 2002. In Indonesia a small programme for
policy advice on social health insurance was
financed from the 2001 budget.

» Addressing the unfinished agenda of
epidemiological and demographic transition



in terms of poverty-related burden of disease:
maternal mortality, communicable diseases.

The Asia Initiative for Reproductive Health, imple-
mented by UNFPA, aims at implementing the recom-
mendations of the Cairo Conference on Population
and Development 1994. Operating in Pakistan, Nepal,
Sri Lanka, Bangladesh, Vietnam, Laos and Cambodia
through 42 NGO projects (including three regional
dimension projects) the AIRH offers a variety of
services in sexual and reproductive health, with
emphasis on women and adolescents. In Vietnam, for
example, the implementing NGOs were trained in
‘Reproductive health for all: Taking account of power
dynamics between men and women'.

In 2001, the Commission extended the programme to
31 December 2002. Progress and results achieved for
each of the 42 projects are provided in detail in the
Annual Report 2001 (").

Programme activity in Cambodia, include: upgrading
four conventional reproductive health clinic facilities;
workshops for more than 145 000 adolescents; more
than 38 000 visits were made to youth centres and
libraries; and youth-friendly services in clinics for 30
000 youths. This is the first time in Cambodia that a
project has been able to gather together parents,
teachers, community leaders and the young at the
same table to break the silence surrounding adoles-
cent sexuality.

The regional malaria control programme for Laos (?),
Cambodia and Vietnam aims to decrease malaria
incidence, morbidity and mortality. The programme
has been particularly successful in promoting impreg-
nated bed nets in these three countries, and in
improving immediate treatment of cases through an
effective pre-packed combination of anti-malarial
drugs. In 2001, the EC agreed to an extension of the
programme until December 2002

In 2001, the EC also pledged € 60 million for the
newly-created Global Fund to Fight AIDS, TB and
malaria and endorsed a communication () on the
implementation of the action programme against
these three major communicable diseases.

RESPONDING TO NATURAL AND MAN-MADE DISASTERS,
POST-CONFLICT REHABILITATION AND TRANSITION
TO DEVELOPMENT

As already indicated, the Commission has reacted
quickly to the earthquake in Gujarat by increasing its
budget support in the India health sector programme
by € 40 million. Although physical rehabilitation of
infrastructure will form an important part of the aid
package, assistance to Gujarat will also focus on
improving quality of reproductive health services

(") See http://www.asia-initiative.org/annual_report_2001.html.
(") People’s Democratic Republic of Laos.
(})) COM(2000) 585 final.
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Villagers from Quadis, Badghis (Afghanistan).

through reform, in line with the sector reform
programme so far implemented in India.

The Commission also believes in a continuum of post-
conflict rehabilitation towards development and has
pioneered an innovative sector-wide approach in East
Timor together with other donors (i.e. World Bank,
Portugal, AusAid, Brazil, JICA). Since its establishment
in early 2000, the multi-donor cooperation programme
channelled through the Trust Fund for East Timor
(TFET) has helped achieve fast social and economic
recovery in East Timor.

TFET will help support the implementation of the plan
by: (i) continuing to focus on completing basic capital
reconstruction needs in the economic and social
sectors in the first year after independence as the
government faces the difficult tasks of assuming func-
tions previously held by UNTAET (United Nations Tran-
sitional Authority for East Timor), providing continued
service delivery, and addressing urgent legal and insti-
tutional actions; (ii) helping to build capacity in devel-
opment project design and management, in order to
assist the government in executing a larger develop-
ment programme through its central budget after the
TFET winds down.

8.7.2. Education

The year 2001 has been important for EC support to
education development in Asia, with two significant
features. First, the EC's commitment to support coun-
tries, particularly the least developed countries, in
fulfilling the Education for All agenda and goals, has
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One of BRAC's 34 000 non-formal primary schools for drop out or never
enrolled children (Bangladesh).

been sustained. Secondly, the shift from individual,
output-oriented projects to more strategic interven-
tions that help to pave the way to sector approaches
in education has gained further momentum.

In Bangladesh the following new commitments were
made:

» IDEAL (€ 20.3 million): the key objectives are to
improve access to and quality of education in over
10 000 primary schools in 10 of Bangladesh’s 64
districts. Approximately 2.5 million children and 40
000 teachers will benefit from support to improve
their classroom environment, the quality of
teaching and learning, learning assessment. The
project also provides support to school mapping
and planning as well as to school management
committees.

» BRAC Non-formal education (€ 23 million): the aim
is to contribute to poverty alleviation through
providing access to non-formal primary education
for approximately 1.6 million children traditionally
outside formal schooling (especially girls; 60 % of
enrolment), and to contribute to the strengthening
of the national education system. The project
supports staff and teacher training, improvement
of curricula and learning materials as well as class-
room processes. EC support also enables BRAC to
expand its services to improve literacy and other

basic life-improvement skills among particularly
poor adults.

In India the EC signed a financing agreement to
support the Sarva Shiksha Abhiyan, the national
sector-wide programme of the Government of India
aimed at promoting a people’s movement for
universal elementary education. EC sector-based
support will enable central and state governments to
intensify their efforts to provide access to basic educa-
tion (formal or non-formal) to all children between 6-
14 years by 2003; ensure that all children complete five
years of primary schooling by 2007 and eight years of
elementary schooling by 2010; improve quality of
elementary education to a satisfactory level by 2010
for all children; close gender and other social category
gaps impeding access to primary education by 2007
and to elementary education by 2010.

Evaluation results of project in India —
EC support to district primary education development
(€ 150 million)

Principal achievements

» Quantitative targets (') were all met and in some
cases exceeded, while additional activities have
taken place and achieved excellent tangible results

» In the two states that have benefited most from
the EC grant (Madhya Pradesh and Chhattisgarh),
DPEP objectives were almost completely achieved
in terms of increased access and enrolment, reduc-
tion of drop-out and gender/social disparities,
improved learning outcomes, and enhanced plan-
ning and management capacity (°). Adult literacy
rates also showed substantial improvement over
the period of the programme (3).

» The impact of the programme on the wider educa-
tion system has been satisfactory. Some improve-
ments have been brought about in classroom prac-
tice; and management processes across the states
in the education sector, and in other sectors, are
becoming more output-oriented and participative.

» The programme has proved overall to be both
technically and financially sustainable.

(') The principal targets of DPEP were: (i) to reduce differences in enrolment, dropout and learning achievement among gender and social

groups to less than 5 %; (ii) to reduce overall primary school dropout rates to less than 10 %; (iii) to raise average achievement levels
by at least 25 % over measured baseline levels; (iv) to provide 100 % access to primary education; (v) to strengthen national, state and
district level capacity in the planning, management and evaluation of primary education.

The gross access ratio for primary schooling rose from an average of 77.4 % in 1996 to 100 % in 1999 in Madhya Pradesh and from
86.4 % in 1996 to 98 % in 2001 in Chhattisgarh. The gross enrolment ratio (GER) of 6-11 year olds in Classes 1-5 increased from 76.7 %
to 96.5 % in Madhya Pradesh and from 88 % to 101.5 % in Chhattisgarh. The dropout rate in primary schools has been reduced to less
than 10 %, with the reduction in dropout being higher among girls. Gender and social disparities in primary education enrolment have
been reduced to less than 5 % in DPEP-| districts in both states. The equity index in Madhya Pradesh primary school GER has risen for
girls, scheduled caste (SC) and scheduled tribe (ST) children to 97.3, 98.2 and 99.8 respectively. In Chhattisgarh the social disparities, in
terms of enrolment, have been reduced from 12.7 % in 1996 to 1.2 % in 2000 between the STs and other groups, and from 7.3 % to
1.5 % between the SCs and other groups. The gender enrolment disparity has been reduced from 7.8 % in 1996 to 2.7 % in 2000. In
the baseline, mid-term and terminal achievement studies tests district-wise improvements in Madhya Pradesh ranged from 5.8 % to
51.8 % in Class 1 language and from 12.5 % to 54.3 % in Class 1 mathematics, with similar ranges in Class 4. Similar improvements in
achievement have been noted in Chhattisgarh.

Adult (15+ years) literacy rates in Madhya Pradesh are estimated to have increased over the last decade from 44.2 % in 1991 to 64.1 %
in 2001 — a rate of increase which is over 50 % higher than the national rate.



Key lessons for future EC support to elementary
education in India

» The funding arrangement whereby the govern-
ment deploys the EC grant not merely to support,
but to add ambition and resources to sector inter-
ventions in elementary education at State level,
has proved effective.

» Release of EC funds in advance, rather than as
reimbursement of expenditure, has brought bene-
fits in terms of financial security, flexibility in
expenditure and opportunities for innovation.

» More attention was given to improving access
rather than access and quality.

» The impact of support to capacity building, tech-
nical assistance, monitoring and evaluation can be
significantly enhanced with better planning and
consensus building.

Some important policy issues facing the development
of elementary education

» Financial ceilings for expenditure on teachers’
salaries.

» Measures at state level to rationalise the teaching
force.

» Medium to long term implications of differential
teacher salaries in terms of cost-effectiveness and
equity.

» The costs and professional linkages between pre-
service and in-service training of primary and
upper primary teachers.

» The issue of school contingency funds and expen-
diture on quality inputs.

In China, the EC launched a € 15 million basic educa-
tion project to support the Gansu Provincial
Government in modernising and improving teacher
training, in strengthening management and institu-
tional capacity for basic education in poor rural coun-
ties of Gansu Province, as well as with research and
dissemination of promising innovative approaches and
methods in basic education.

EC COOPERATION WITH ASIA IN EDUCATION: DRIVING
PRINCIPLES

EC cooperation in education in Asia has continued to
build on the following key principles during 2001:

» Concentration and pooling of resources:
Sector- and policy-driven interventions in the

© Uwe Wissenback
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Primary school in Panam, Tibet Autonomous Region (P.R. China). The school
will benefit from a Rural Integrated Management Project.

education sector, like in most other social sectors,
generally require a critical mass of resources. EC
cooperation resources being limited, the risk of
spreading resources too thinly is significant. Benefi-
ciary countries are therefore asked to establish
clear priorities — see the table on Cooperation
with other donors in the region.

» Promoting universal access to basic education
as a means of maximising impact on poverty
reduction and closing gender gaps. Formal
versus non-formal education. Sector-wide
approaches focus attention on the important role
which public-private partnerships can play in
promoting access to basic quality education for all.
Where formal provision of basic education services
remain weak, the strategy should be to sustain
both formal and non-formal education and, at the
same time, to develop productive linkages
between them. This strategy is being pursued in
country strategy papers (CSPs) and national indica-
tive programmes (NIPs) as well as in the pipeline of
new and ongoing programmes. There is a strong
link between basic education and improvement in
levels of human wellbeing, especially with regard
to life expectancy, infant mortality, nutritional
status of children, and also the fostering of gender
equity and equality of opportunity. As enrolment
and completion figures for girls in primary educa-
tion generally lag behind those of boys, promoting
EFA goals often requires special efforts towards
girls. Development of human resources through
universal basic education also contributes signifi-
cantly to economic progress.

» Sustaining service delivery and reform. The
policy environment and conditions for sector-based
interventions in basic education may be more
advanced in some countries (India) than in others
(Bangladesh, Cambodia, Laos).
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Support to Ministry of Education Project. One of the schools involved in the
Hoa Binh province (Vietnam).

Helping Pakistan cope with the effects of the Afghan
conflict

As a contribution to the support given to Pakistan by
the international community during the Afghan crisis,
the Commission undertook to examine ways of
further assisting the reform efforts of the Pakistani
Government. This was achieved in part by modifying
the procedures of the social action programme project
(SAPP 1l) in order to grant direct budget support to the
government against reform process indicators in the
education and health sectors. The Commission had
made a first payment instalment of € 15.5 million by
the end of 2001 under this new project mechanism,
and the last disbursement, for the same amount, is
anticipated by mid-2002, bringing EC intervention in
SAPPII to a close.

Moreover, needs and the policy environment may
change, due to factors beyond the control of the
government (e.g. Pakistan). EC support must therefore
be tailored to the education situation in each country
and remain sufficiently flexible to enable countries to
face new challenges.

8.7.3. Programmes in the field of
higher education

EC programmes and projects in the higher education
sector pursue the objective of developing high
quality human resources in the partner countries and
the EC. In addition, they help promote Europe as a
world -wide centre of excellence for study and
training. These objectives follow the priorities
outlined in the Commission communication on higher
education cooperation with third countries ('), that
draws upon the positive experience gained in the

(") COM(2001) 385 final of 18.7.2001.

© EC delegation in Vietnam

framework of intra-Community exchanges under the
Socrates/Erasmus programme.

In 2001, the EC continued to support bilateral Euro-
pean studies programmes in India, Malaysia, China,
Pakistan and Vietnam (around € 2 million). In addition,
the EC prepared a large-scale second phase of the
European studies centres programme China.

The regional postgraduate technological studies
programme (PTS) implemented at the Asian Institute
of Technology (AIT) in Bangkok continued to receive
EC support. The project was increased to around € 2.7
million and extended to December 2002. This allowed
the PTS to reach the five-year target of recruiting 90
Asian and 90 European postgraduate exchange
students.

In addition, the Commission has made preparations for
the launch of the € 7 million ASEAN-EU university
network programme (AUNP).

8.7.4. Culture

The Asia-Europe Foundation (ASEF) established in
1997 in Singapore in the ASEM framework, continued
to receive EC support in 2001. EC support has
contributed in establishing the reputation of the Foun-
dation as an effective and highly-reputable organisa-
tion and in enhancing its role in strengthening mutual
awareness including cultural activities in the two
regions. Since its inception in 1997, ASEF has set up
some 80 separate projects with approximately 4 500
participants. The EC has been financially involved in
close to half of these projects.

The EU-India economic cross-cultural programme
(EIECP) underwent a mid-term evaluation in 2001. The
evaluation confirmed the relevance of the programme
and the overall project design. In addition, the evalua-
tion proposed a number of measures in order to
improve the management of the programme. On this
basis, the Commission decided to propose to extend
the existing Memorandum of Understanding and to
re-launch the programme in 2002 in the framework of
a de-concentrated management model.

8.8. Cross cutting issues

8.8.1. European Initiative
for Democracy
and Human Rights

In 2001 the European Initiative for Democracy and
Human Rights committed € 10.81 million for projects



Social development — Commitments 2001

(€ million)
Sector Country Title Amount
Health India Health support 40.0
Health India SCALE 25.8
Education India EU studies

(Nehru University) 0.60
Health Indonesia Health insurance 0.5
Education Bangladesh BRAC/NFPE Il 23.0
Education Bangladesh IDEAL 23.3
Education Bangladesh IDEAL 20.3
Health Bangladesh BRAC 28.7
Health Asia Malaria 302
Education Asia PTS Addendum

(postgraduate

technical studies) 0.30

Total 165.7

in Asia and the ASEAN region. This support was princi-
pally for:

» promotion and defence of human rights and
fundamental freedoms;

» democratisation process and strengthening of the
rule of Law;

» conflict prevention and restoration of law and
order;

» transition to democracy and electoral observation.

8.8.2. NGOs’ activities

The EC co-financed 51 projects with NGOs in Asia
amounting € 36.74 million, which represents about
22 % of the budgetary line available for co-financing
with NGOs (B7-600). The bulk of projects co-financed
capacity building, health and sanitation as well as rural
development.

8.8.3. Tropical forests and
environment

Tropical forest

The cost of forest fires

In Indonesia forests are disappearing at an alarming
rate as a result of more than three decades of uncon-

Asia

trolled exploitation. Recent studies indicate that the
remaining forests will disappear within 10 to 15 years
if the current rate of deforestation is not halted. The
main reasons for deforestation are unsustainable
logging practices, including illegal logging, and the
large scale conversion of forest to plantations, which
is often at the origin of uncontrolled, devastating
fires.

The fire disaster that took place in Indonesia in 1997
attracted much international attention. Economists
estimated that the smoke haze alone cost at least €
1.5 billion in health treatment and lost tourism
revenues. Furthermore, the 1997 fires (total area
affected calculated at 9.7 million ha) were estimated
to have resulted in over € 3 billion of additional
damage from losses in timber, agriculture, non-timber
forest products, hydrological and soil conservation
services, etc. These are conservative estimates, since
the indirect costs of carbon release into the atmo-
sphere and additional long-term health costs of the
smoke haze are not included.

The EC has recognised the role of tropical forests in
global environment and the importance of their
preservation for long term sustainable development.
In Asia, forests are important economically, socially
and environmentally. Further, they are of global
importance in relation to environmental stability,
atmospheric carbon sequestration, biodiversity conser-
vation, climate regulation and the preservation of
indigenous peoples’ rights and cultures. In particular,
Asian forests are considered to be among the richest in
biodiversity and yet are possibly among the most
threatened.

The ALA Regulation (') includes environment and
natural resources preservation among its long term
priorities. Under the ALA financial instrument some
new projects aimed at the conservation and sustain-
able management of forests in Asia were started
during 2001.

As part of the EC-Indonesia forest programme,
comprised of six on-going projects, the new South
Sumatra forest fire management project (€ 8.5
million) was committed in 2001, to address the specific
issue of forest and land fires. Its objective is to facili-
tate the establishment of fire management systems at
provincial, district, sub-district and village levels
throughout South Sumatra. A Financing Agreement
for € 2 million was signed in 2001 for an Illegal
Logging Response Centre the aim of which is to
support the Ministry of Forestry to combat illegal
logging. The EC-Indonesia forest programme is
comprised of ongoing projects for a total EC commit-
ment of over € 100 million and is addressing the key
issues of conservation, sustainable management and
institutional strengthening. These projects contribute
to the conservation and sustainable management of
over 2 million ha of tropical forests in various parts of
Indonesia and provide training for several hundred
people in various sectors spanning from sustainable

(") Council Regulation (EEC) No 443/92 of 25 February 1992 on financial and technical assistance to, and cooperation with, the developing
countries in Asia and Latin America published in OJ L52, 27 February 1992.
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EC/FAO integrated pest management control for cotton in Asia (Vietnam).

forest management and mapping to fire prevention
and satellite imagery interpretation. Thanks to the
achievements of these projects the EC is now firmly
established as the major donor in the forest sector in
Indonesia and is regarded as an essential key player in
the political dialogue taking place in the country’s
forestry sector.

The EC committed € 16.9 million in 2001 for the
‘Natural forest management project’ in China to
assist the government’s natural forest protection
programme (NFPP) which introduced a ban on
logging in natural forests. This is EC's first major
project in this field in China. The project was
prepared together with the World Bank as a part of a
Sustainable Forestry Development Programme,
also funded by the Global Environment Facility and
the World Bank.

Environment

ASIA-ECOBEST AND EU-AsiA PRO-ECO
PROGRAMMES

Since 1997, Asia-EcoBest (AEB) has promoted European
environmental best practices and business in Asia,
operating through the autonomous Singapore-based
Regional Institute of Environmental Technology (RIET).
The Asia-EcoBest project (which ended in March 2002)
planned to spend around € 1.4 million under the work
programme 2001.

Around € 0.7 million were disbursed on supporting 18
external project proposals from a total of 40 applica-
tions received. In particular ten seminars, training
courses and roundtables took place in China, India,
Nepal, Philippines and Vietnam. These had around 650
participants, 7 studies undertaken (including 2 public

© Cecar V.Galvan/ IPMCCA

presentations of project results) and 1 facility develop-
ment project.

RIET spent in addition around € 0.7 million for three
conferences in China, Singapore and Thailand (400
European and Regional Participants); exhibition pavil-
ions and business to business meetings in India,
Malaysia, Singapore and Thailand with participation of
50 European companies; preparing and marketing
comprehensive reports on Asia-EcoBest projects
1998-2002.

AEB was instrumental in raising awareness of Asian
environmental issues among business representatives,
in particular from SMEs, in Asia. It is expected that AEB
support from EC will trigger additional trade with, and
investment from, Europe in the medium term.

A new programme for environmental economic coop-
eration EU-Asia Pro-Eco was approved in December
2001. The overall objectives of this new programme
are: (i) improved environmental quality including a
positive influence on global climate change with the
view to ‘a cleaner Asia’, and health conditions (ii) long-
term sustainable investment and trade between EU
and Asia and (iii) an improved environmental perfor-
mance in economic sectors. The purpose of EU-Asia
Pro-Eco is to foster the adoption of policies, technolo-
gies, and practices that promote cleaner, more
resource-efficient, sustainable solutions to environ-
mental problems in Asia.

EU-Asia Pro-Eco comprises an enabling operational
and practical dialogue, and provides support through
grants for policy reinforcement; diagnostic studies;
technology partnership and demonstration activities.
The first call for proposals is expected in January 2003,
with wide interest expected. The total EC budget is €
35 million.

In the field of biodiversity conservation, apart from
the direct impact of the individual forestry projects,
the Commission has promoted the creation of the
ASEAN Regional Centre for Biodiversity Conser-
vation. This project, to which the Commission is
contributing € 8.5 million, started in 1999 and is based
in Manila, Philippines, and is matched with a network
of national Biodiversity Units in the ASEAN countries.
It aims at intensifying biodiversity conservation in the
ASEAN region through improved cooperation. This
project thus contributes not only to biodiversity
conservation but also to regional integration.

Environment, energy, forestry — Commitments 2001
(€ million)

Country  Title Amount
China Energy/environment 20.0
China Natural forestry 16.9
Indonesia Forest fire protection — phase 2 8.5
Total 45.4
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Dan Lai (ethnic minority) village in the middle of Pu Mat Nation Park (Nghe An province, Vietnam). This park is
one of the most important protected areas for the conservation of Saola.

8.9. Coherence with other
policies

The EuropeAid Cooperation Office ensures coherence
with other EC policies to a high degree and this is
particularly evident in the trade field, as well as in
relation to EU policies on the environment and
poverty alleviation.

The framework programme for EU support to China’s
accession to the WTO was extended and funding was
increased in 2001 — while in Vietnam, the multilateral
trade policy assistance programme is under implemen-
tation. The assistance of the EC enables developing
countries to better participate in the multilateral trade
system and thereby improve its functioning, which in
turn benefits the EU and its citizens. The related intel-
lectual property rights (IPR) programmes are managed
in line with the EC policies, too. In the environmental
economic cooperation, the Asia-EcoBest programme
was implemented by the Regional Institute of Environ-
mental Technologies (RIET) based in Singapore. Rele-
vant services of the Commission were systematically
consulted to ensure full consistency of RIET action with
other EC policies.

The concepts of the various projects and regional
programmes in the Asia region are consistent with the
communication from the Commission ‘Strategic frame-
work for enhanced partnerships’ ('), prepared in April
2001. It is clear that the range of projects implemented
should strengthen the political and economic presence
of the EU across the region

8.10. Cooperation with other
donors

In the context of donor cooperation, the table below
lists the countries in Asia that have identified educa-
tion as a priority for cooperation. Furthermore, to help
build the critical mass of resources and the policy
dialogue and coherence that are required for sector
approaches in education, a systematic effort is made
to pool EC and other donor resources, particularly with
Member States.

Country List of Pooling of
priority countries EC resources
in the education sector
Countries Bangladesh AsDB, Unicef, DFID, NL,
where basic Cambodia CIDA
education is
a priority China WB, DFID, NL
for EC India
Indonesia
Laos WB, DANIDA, NORAD,
FINIDA
Nepal AsDB, WB, SIDA
Pakistan WB, AsDB, DFID, NL
Vietnam

(") ‘Europe and Asia — A Strategic Framework for Enhanced Partnership’, COM(2001) 469 adopted by the Commission on 4 September
2001, subsequently adopted by the Council of Ministers by written procedure on 27 December 2001.
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Child from Raya, Seva Mandir, Rayasthan (India).

8.11. EIB loans

The European Investment Bank (EIB) participates
actively in EU cooperation policies in Asia. Through its
lending policies it supports projects of mutual
economic interest. Funding is provided by the budget
of the European Union and/or the Member States, and
its aim is to optimise the benefits accruing to benefi-
ciary populations.

EIB loans 2001 (€ million)

© J.F. Merladet/EC delegation in New Delhi

Loan type Country Project title Amount
of loan

Manufacturing  Philippines Philips 93.3

Industry semiconductor

Transport/ China Guangxi roads 56.1

communications development

Global loan Indonesia Rabobank Indonesia GL  28.1

Total 177.5

8.12. ECHO

In 2001, ECHO reacted and responded quickly to two
major disasters in India as well as the significant
humanitarian and reconstruction challenges following
the liberation of Afghanistan ('). Total ECHO assis-
tance to countries in Asia in 2001 reached € 104.3
million.

In India, emergency assistance was provided for the
victims of the Gujarat earthquake in January for
temporary shelters such as tents, with a mobile field
hospital also being provided. In July, ECHO provided
emergency food and non-food aid for those affected
by the floods in Orissa (total: € 14.602 million).

In Afghanistan major operations (€ 54.7 million)
were addressed towards drought-affected population
and IDPs through food security, health activities and
provision of shelters mainly supporting the most
vulnerable people affected by the post-11 September
reaction.

In Nepal an important action of food relief
(€ 2 million) was addressed to 100.000 Buthanese
refugees, and in Burma ECHO continued to support
the most vulnerable population and ethnic minorities
affected by political isolation and discrimination.

ECHO continued to be deeply involved in reconstruc-
tion in East Timor (€ 11.274 million), mainly for
projects to improve water, sanitation and healthcare
services. By virtue of relative stability in the country,
confirmed by national independence in May 2002, the
focus is shifting from relief operations towards reha-
bilitation and development. ECHO is expected to
phase out its operations there in the end of 2002.

In addition, in the framework of its regional disaster
preparedness programme (Dipecho), ECHO has
approved a first action plan for South Asia amounting
to € 3.2 million. This plan aims at addressing local
communities’ vulnerability to flooding. In 2001 as well,
the projects totalling € 4 million approved the year
before within the second Dipecho action plan for
South-East Asia were under implementation.

The table below indicates the decisions taken in 2001
by ECHO as a humanitarian response to the specific
needs of each of these countries in Asia.

(") Viz. Afghanistan — Starting a Recovery Programme, introduction section 8.1.3.
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Village in northern Thailand.

Asia

ECHO financial decisions 2001 (€ million)

Country Project title Amount
ECHO humanitarian aid
Afghanistan P Food aid 54.680
and neighbouring P Assistance to IDPs and returnees
countries P Air transportation for access
India » Emergency relief, temporary shelter and medical care to the victims
of the Gujarat earthquake and the floods in Orissa 14.602
East Timor B Improvement of water sanitation systems and health services 11.274
Cambodia P Basic medical health, water and sanitation, and small-scale 4.900
mine clearance;
P> Emergency assistance to 25 000 families affected by drought
Thailand B Improving conditions of Burmese refugees living in camps 4.500
on the Thai-Burmese border
North Korea P Assistance to the primary health care system 3.365
» Supply children’s clothes
» Supply of relief items to flood victims
Indonesia P Assistance to victims of local ethnic conflicts in the Moluccas and East Timor 2.200
China P Assistance to the victims of natural disasters in the Guangxi province
and in Inner Mongolia 2.150
Nepal B Provision of basic food to Bhutanese refugees 2.000
Myanmar/Burma P Assistance to IDPs (°) (sanitation and health)
and prisoners’ protection 1.990
Philippines P Assistance to the victims of conflict in Mindanao 1.460
P Assistance to the victims of the storm ‘Lingling’
Sri Lanka P Assistance to the victims of the civil war in Jaffna 0.700
Vietnam B Emergency assistance to the victims of the floods 0.533
Subtotal 104.354
Dipecho programme (disaster preparedness programme)
South Asia First Dipecho action plan for South Asia 3.200
Total 107.554

(*) IDPs: internally displaced persons.
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School/flood shelter built with Dipecho funds (Codeu), Vietnam.

8.13. Monitoring

The Commission, in the course of 2000, conceived an
improved results-oriented monitoring system for the
ALA/MED/ACP and Balkan regions, which is rooted in
the Commission’s project cycle management method.
The system was tested during 2001. The conception
and test-phase have been completed and the para-
graph below describes the first tentative but inter-
esting insights on what works and what can be
improved in Asia. Additional information on the
results-oriented monitoring system can be found in
Chapter 1 (Section 1.4). The system will be applied for
all EC projects as of 2002.

During 2001, 78 projects (of which 9 have been re-
monitored) have been visited in this region, in 12
countries. The total volume of EC financing thus
covered is € 1 006.4 million of w