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The present context of the trade negotiation process- WTO Doha Round, Economic Partnership Agreements- has led to Europe being called into question over its relationship with is South partners. Europe’s development aid policy must respond to two concurrent internal issues in order to deepen this dialogue: on the one hand, there is a need to achieve cohesion in its system and to overhaul its mechanisms and instruments and, on the other hand, there is a wider need for coherence with Europe’s other major structural policies. The solution to the first issue will depend on progress made in terms of the second. There are, however, moves currently being made in this direction.
Indeed, since 2005 a dual evolution has occurred within the European Union on the issue of development aid and has occurred at practically the same time as the rise in ODA that came about as a result of international commitments (Monterrey, 2002; United Nations summit 2005).

Firstly, the universal vocation of Europe’s development aid and its commitment to humanitarian aid have been affirmed at the political level and have, at the same time, helped improve international visibility. This global vision has been enhanced by the definition of stronger and more comprehensive policies and actions in targeted regions with which the EU enjoys special relations, notably Sub-Saharan Africa and the “neighbourhood countries” that include the Southern Mediterranean.
Secondly, the principles of aid effectiveness adopted in the framework of the Paris Declaration have guided the implementation of this new policy approach. This dual evolution has created favourable conditions for the implementation of innovative partnerships between development banks, bilateral agencies and the European Commission. National development agencies are nowadays in a position to put forward their competences and/or added value in terms of the Commission’s usual practices.
However, this new organization means that Member States must together face the challenge of new political issues that require enlarging European cooperation and making it more effective, more respectful of its diversity and capable of integrating the emergence of the new geopolitical order.
1- The political assertion of a global position on European aid and the recognition of notions of coherence and complementarity.
The assertion of a universal European Development policy, coupled with the promotion of certain normative principles, have been embodied within the framework of a consensus for development and a consensus for humanitarian aid.

The European Consensus on Development, adopted by the European Council and the European Parliament in December 2005, sets out common values, principles, targets and resources to be implemented at the European level in order to eradicate poverty. It defines a framework of common principles within which the EU and all its States – including the new members – implement their development policies. In addition, this new vision has, for the first time, enabled the European Union to leave behind traditional divisions. Moreover, it has sent out a clear message to developing countries by adopting an alternative policy to the Washington consensus.
The European Consensus on Humanitarian aid adopted by the Council in November 2007 affirmed a common vision on humanitarian action based on respecting fundamental humanitarian principles, promoting compliance with international humanitarian law and making coherent policies for humanitarian aid. It completed the vision of Europe defined in the “European Consensus” as a global actor on the international scene and not simply the biggest financial contributor with no political voice.
This recognition of a more universal approach full of normative principles for European aid has developed at the same time as an approach based on the regional development issues of geopolitical groups with which the EU has special ties; in particular Africa and the Mediterranean area.

The Euro-African vision has been developed within the European Union Strategy for Africa that was accepted by Member States in December 2005 and was renewed and consolidated in the EU-Africa enhanced partnership adopted in Lisbon in December 2007. The latter integrates new institutional developments such as the creation of the African Union, NEPAD and Europe’s enlargement. It aims to provide a comprehensive framework for relations between Europe and Africa and will be implemented via short-term sectoral action plans (a total of eight) and an enhanced political dialogue with results subject to regular evaluations.
“The Barcelona Process: Union for the Mediterranean” adopted at the Paris Summit on 13 July 2008 tries to give new impetus to Europe’s approach in terms of Southern Mediterranean countries. It is based on two fundamental principles: the construction of a real partnership between Europe and Southern Mediterranean countries and the will for it to be based on concrete projects with regional impacts.
These new political frameworks are underpinned by two new and original operational approaches: coordination and complementarity between Community development policy and bilateral development policies and coherent development policies.
The last notion has two levels of analysis. Firstly, it refers to a greater coherence between the different components of European development aid policy. The coordination and complementarity of policies between the Commission and Member States have become the European Commission’s main issues in implementing the principles to contribute to aid effectiveness that were adopted within the framework of the Paris Declaration. Such principles have guided the implementation of new cooperation instruments (ENPI, DCI), have led to regulatory changes allowing cooperation between the Commission and bilateral entities and have inspired the creation of financial tools that were usual in other international authorities but had previously not existed in the European financing mechanism. Finally, in May 2007 the Council adopted the “Code of Conduct on Complementarity and the Division of Labour” that aims to divide up work between European actors – and eventually non-European actors - to ensure a more effective use of human and financial resources.
Secondly, the concern for coherence is linked to the relation between development aid and other European policies. The issue is to ensure that European policies that do not directly concern development do nonetheless support efforts expended by developing countries to meet the Millennium Development Goals (MDGs). The May 2005 conclusions of the European Council confirm this target in thirteen wide-ranging sectors that include trade, the environment, climate change, agriculture and fishing. 

However, certain cases can be seen where the development aid policy and other European policies are not coherent as a result of the contradiction or the disconnection between the interests that underlie them. One could mention the relationship between the Common Agricultural Policy and support for agriculture in developing countries, trade policy or the Lisbon policy on competitiveness and so on…
The underlying issue involves Europe’s difficulty to design and defend its policy with a single political voice vis-à-vis the rest of the world. This is very different from what happens in Europe’s internal construction processes. Yet this difference comes with a cost, whether it be in terms of incoherence or wasted opportunities. At a time when questions are being asked about Europe’s place in globalisation, this cost is by no means insignificant. The reason for this is that European mechanisms were designed in order to arbitrate between domestic choices and not for Europe to be seen from the outside as a single group.
The Member States consequently do not share the same political view of the role of development aid. The British and Nordic countries see European development action more as a part of global ODA. Others such as Germany, France, Spain and Portugal have long since integrated into their political culture the specific issue of relationships with the South as an element of geopolicy. Finally, the new Member States are currently taking on board their share of responsibility in a positive manner and are providing new geographic directions. The perception of development aid still widely depends on the specific vision of the rest of the world in relation to individual national identities.
2- The implementation of European aid effectiveness principles via an overhauled mechanism.

Overhauling European cooperation practices is a lengthy process because it is intergovernmental. The fact that development aid is also in practice a way for a country to have influence on the international scene and that development policy is a shared competence, any changes naturally imply dual political decisions (at national and community levels). This adds to the complexity of community decision making. It also adds to its slowness.
One can, however, retain the following from this overhaul process:

• The first conditions for piloting the overhaul of the EU’s external actions to increase their effectiveness were to reduce the complexity of Commission instruments and to share implementation.
Up until December 2006 the Commission had around 46 different budget instruments (and one non-budget instrument: the European Development Fund) to finance activities in the development sector. Since January 1st 2007 it has had 2 geographic instruments: the Development Cooperation Instrument (DCI) and the European Neighbourhood Partnership Instrument (ENPI) (and the EDF – the non-budget instrument) and 3 instruments to respond to crises: the Instrument for Humanitarian Aid, Macro-Financial Assistance and the Instrument for Stability.
All these new instruments clearly set out in their implementation provisions that “the entities, public and parastatal agencies of Member States as well as financial institutions of Member States (MS) that grant, promote and finance private investment in partner countries and regions are eligible for Community financing”. In other words, the implementation of these instruments may be shared with bilateral institutions. Moreover, these new provisions provide for the possibility of Community financing to take various forms: project or programme financing, budget support, venture capital or minority and short-term equity investments, interest rate subsidies, grants.
• The second improvement needed for truly enhanced effectiveness in the EU’s external actions was in terms of adjusting the budgetary framework.

The simplification of policy instruments was pursued via quite considerable changes to the general financial regulation and the specific financial regulation of the 10th EDF in order to enable real financial partnerships (joint financing, delegated management, fund transfers) between the European Commission and bilateral institutions.
• The creation of “facilities” and “trust funds” was the first step for cooperation between the Commission and bilateral agencies.

These financial instruments are new for European structures and have allowed the Commission to have closer contacts with bilateral agencies and get a better insight of their advantages in terms of flexibility and reactivity; bilateral agencies have also been able to share their concern for effectiveness in the field with the Commission.
The main consequence of the participation of agencies in the governance of trust funds for infrastructure in Africa or in the neighbourhood investment facility via an informal structure – the group of financiers – has been that a place has been created for consultation between bilateral agencies and the European Commission. Finally, European Commission resources have been “mixed” with bilateral agency resources for the first time via the new trust fund and facility instruments: the question is consequently beginning to be asked about different methods for using either national and community budget resources.
• The “code of conduct”: the last element of the mechanism to improve European aid effectiveness.
The General Affairs and External Relations Council (GAERC) of May 14th and 15th 2007 adopted a “code of conduct” for the complementarity and division of labour based on 11 principles among which one can note (i) the creation of a list of MS priority countries to avoid peppering financial resources, (ii) the concentration of resources in 3 sectors for any given country; (iii) harmonious donor presence in order to avoid “aid orphans”; (iv) the appointment of “leading” donors for each country or sector with priority given to financial partnerships (delegated credits, cofinancing).
This document lays the foundations for coordinated practices whose implementation obliges Member States to review their own internal systems for resource allocation.

• The recognition of bilateral agency procedures by the Commission.
Complementarity among the different actors implies a comparable quality in 6 areas of their procedures – called the “6 pillars” – defined in article 54 of the budget regulation.

To date, 9 Member State agencies have been accredited to use their own procedures in the framework of cofinancing with the Commission, notably in the case of delegated management.

This Commission decision is interesting for two reasons. Firstly, it is a move towards a real simplification of procedures, since if Commission procedures are generally considered as being complex, bilateral agencies must demonstrate that theirs are actually more simple and more effective.

Secondly, this decision should lead to agencies accredited by the Commission initiating a mutual recognition of their respective procedures. It would indeed be curious if the Commission recognised the validity of those of bilateral agencies and the latter did not recognise their respective procedures.

Yet these administrative and financial simplifications do not, unfortunately, herald the immediate end to procedural mismatches. The implementation of a group of rules, reciprocity in commitments, or again the recognition of management systems remain the targets that have to be reached.
3- The effects of this pursuit of aid effectiveness on the practices of Member States and their agencies.
These developments have, however, created a favourable context for selecting operators on the basis of their added value and comparative advantages. This, of course, provided they are able to respond to the issues that are sure to arise out of cooperation with the Commission.

● The first issue consists of contributing to the implementation of an innovative cooperation system that distributes roles and competences and is based on a network of agencies and operators
 within a framework for a common vision defined by the Council.
The issue is firstly to conciliate the need for overall coherence and, secondly, to make the best possible use of the diversity of the specific contributions from each MS agency in order to make pluralism an engine for innovation and not a brake to effectiveness; in short, to organise diversity rather than removing it. 

This approach responds to the will of partner States which, it can be observed, do not wish to lose their freedom of choice for the sake of the need for effectiveness (whether it be in terms of the choice of operations, operating methods or partners). The issue is therefore to foster greater effectiveness via coordination, while at the same proposing a plurality of options to partners. Indeed, harmonisation and effectiveness cannot be synonymous with monopolies and cannot lead to a deepening in an already deep imbalance in relations between the North and South. A global European offer would run counter to the partner’s capacity for dialogue.
The new European approach consequently combines three fundamental objectives: to foster coherence in the different European policies, to reduce transaction costs linked to the fragmentation of the European system and to offer a plurality of options to the partner concerned. 

● The second issue consists of creating leverage effects between bilateral funds and European funds in order to enhance international visibility.

The possibility of “mixing” grants and loans (in the form of interest rate subsidies, financing technical assistance etc) has given European cooperation a wider range of financial tools that goes beyond only providing grants.
The Commission is a multilateral actor whose annual disbursements are at the same levels as the grant disbursements made by the World Bank Group or the United Nations. It is important to obtain a leverage effect in order to improve the financial performance of investments, notably for grants, by scaling up the size of projects thanks to cofinancing and delegated credits. Cofinancing in the framework of the Africa Infrastructure Trust Fund uses this approach in that it allows cofinanciers to provide a consolidated range of European financing (a “package” of loans subsidised by a grant).
● The third issue consists of showing the effectiveness of a secure legal environment for financial cooperation.
The European Parliament is extremely preoccupied with the use of community funds and has requested that the Commission take protective measures in order to ensure that the partners selected –whether bilateral or multilateral – provide all the security, transparency and professionalism required for the implementation of European funds.

Audits of bilateral agencies conducted by the ad hoc departments of the Commission (AidCO) respond to this demand and allow them to work confidently with the Commission in the framework of indirect centralised management of community budget funds (concerns the ENPI and DCI) and non-budget funds (concerns the EDF).
In return, the Member States and their agencies should adopt a methodology to allow cofinancing and delegated management between them. It is, of course, imperative for them not to go against national governance rules relating to the use of their own budget funds. Indeed, the aim is to create widespread “Euro-compatibility”.
CONCLUSION

Developments in the Commission’s aid allocation system over the past three years have helped scale up AidCO disbursements. Yet the system does remain complex and new possibilities for financing should help simplify cooperation between the Commission and Member States.

However, it would be illusory to think that the strengthening of cooperation between the Commission and European agencies would be given a decisive impetus if the EIB and Europe’s major bilateral agencies did not manage to develop an effective cooperation mechanism between them. Moreover, it would be illusory to think that this European mechanism will be implemented rapidly if the tools created suffer from diverging interpretations by Commission departments.
The fabric of existing procedures, to which the newly created procedures are added, has consequently not yet simplified the system. A lot of work remains to be done on this issue. 
However, fundamental innovations have emerged in terms of operational dialogue between the different categories of actors in European aid and in terms of the beginnings of a joint use of grant elements from various budget resources (EDF, Union budget, national budgets or even private funds). We are thus witnessing the beginnings of far-reaching and necessary reflection. In addition, the attempt to seek a leverage effect is fundamental at several levels. It makes it possible to reach the volume of financing required for large-scale investments needed for Africa’s development. It fosters the identification of borrowers/development operators that are essential for the development of territories and the construction of African regional economies.
Finally, in order to achieve European cooperation for effective development that measures up to the financial weight of the European Union, three political targets must be reached simultaneously:

(i) For public opinion: a mechanism must be implemented that is simplified, comprehensible and visible for both the opinions of the North and the South;
(ii) For operationals: spaces for dialogue must be created within which South partners may draw on the diversity of solutions and financing provided by Europe, but they must not force Africa into an unequal dialogue;
(iii) a system to provide a range of financing tailored to specific needs must be put in place. 

The achievement of these objectives hinges on the dual condition of enhanced strategic dialogue and a multiplicity of forms of partnership.
� Transparent procurement and grant allocation procedures ; an effective and efficient internal control system ; an accounting system that ensures Community funds are put to good use, an independent external audit mechanism ; public access to information at the level provided for in Community regulations; a posteriori annual publication of the names of recipients of Commission budget funds. 


. 


� But based on the aid agencies, local authorities and research institutes etc. that provide institutional wealth for Europe.
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