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The EU, Developing Countries and the Coherence of Policies 

by Anders Berlin(
This paper presents an overview of the different relations between EU and developing countries. The first chapter describes the heterogeneous features of the developing countries and the major challenges to their development. The second chapter discusses the strategic interest of the EU in the developing countries. Chapter three develops a model for classifying policy coherence. Chapter 4 gives examples of the many areas of interaction between the EU and the developing countries – Annex 1 is an elaboration of chapter 4 and gives examples of formal interaction by policy area and by region. Chapter 5 discusses how EU has achieved policy coherence, using development policies as the point of departure. Chapter 6 draws some conclusions.  Statistics can be found in annex 2 and 3. 

1. Low and Middle Income Countries 

The concept of developing countries covers a large number of countries with varying levels and forms of economic, social and institutional development. The developing countries are divided into the Least Developed Countries (LDCs) as defined by the UN, or Low Income Countries (LICs) and Middle Income Countries (MICs) used mainly by the World Bank. The support given to the countries in these groups is classified as official development aid (ODA). The countries and regions in transition are in a similar position to the developing countries. However, the development assistance given to these countries is not classified as ODA, but as Official Aid. 

This paper deals mainly with EUs many relations with the Low and Middle Income Countries. The LICs and the MICs are two rather heterogeneous groups, whose members vary significantly in terms of size, level of development, access to international capital markets, and participation in international political decision making. The challenges to development can look rather different from country to country, and region to region. Nevertheless sometimes it is useful to differ between the broad groups Low Income Countries and Middle Income Countries and therefore the distinction is made at various places in the paper. The distinction is mainly made by looking at the various interactions between the European Union and the country concerned. With the more advanced developing countries the importance of commercial and economic co-operation becomes more pronounced, with less advanced countries the development co-operation is the focus. The interactions between the EU and the Middle Income Countries are therefore often more comprehensive than with Low Income Countries. While the main thrust in the relations with the Low Income Countries is most commonly built on development co-operation, combined with issues related to trade, the relations with MICs usually include a greater emphasis on the wider trade agenda as well as on co-operation regarding environment, research and development, justice and home affairs etc. 

The European Community has various association and/or co-operation agreements with the Low and Middle Income Countries in Africa, Asia, Latin America, the Mediterranean, the Balkans and Eastern Europe and Central Asia, covering the many policy areas mentioned above.

Low Income Countries are those countries with a GNI per capita of 755 $ or less. Middle Income Countries are those with a GNI per capita ranging from $ 756 to $ 9 265. There is usually a distinction made between Lower Middle Income Countries and Upper Middle Income Countries. The Lower Middle Income Countries are defined to be countries with a GNI per capita of $ 756 to $ 2 995, and Upper Middle Income Countries of $ 2 996 to $ 9 265 

Poverty in Low and Middle Income Countries 

There has been a significant drop in the percentage of people living in extreme poverty (i.e. living on less than $1 a day). Even the absolute number of very poor people declined between 1980 and 1998 by around 200 million, to almost 1.2 billion in 1998. The decrease was primarily due to the decline in the number of very poor people in China as a result of very strong growth from 1980 and onwards. Since 1993 there have also been encouraging signs from India where further poverty reduction has been achieved. Sub-Saharan Africa, by contrast, has seen its number of very poor increase steadily. Yet, in 1998 despite the decline in Asia and the increase in Sub-Saharan Africa, East Asia and South Asia still accounted for two-thirds of the world’s very poor, and Sub-Saharan Africa for one-quarter (World Bank 2002). Development strategies will need to do better in eliminating poverty and they need to be tailor made for each Low Income Country. But poverty is also a problem in Middle Income Countries, where pockets of poverty need to be combated by well-targeted development assistance. Some countries in this income segment are achieving rapid growth, often after fundamental structural reforms, while others have barely started to liberalise their economies. Inequality in the access to opportunities and assets, as well as in the participation in social and political life, have weakened the trickle-down effects of high economic growth, which have lead to the widening of gaps in income distribution.

Table 1: Number of poor living in Low and Middle Income Countries

	REGIONS
	NUMBER OF PEOPLE LIVING

ON LESS THAN 1$ A DAY
	NUMBER OF PEOPLE LIVING

ON LESS THAN 2$ A DAY

	
	Millions
	Millions

	East Asia and the

Pacific
	267.1
	884.9

	Eastern Europe and Central Asia
	17.6
	98.2

	Latin America and the Caribbean
	60.7
	159.0

	Middle East and North Africa
	6.0
	85.4

	Sub Total
	351.4
	1227.5

	Sub-Saharan Africa
South Asia
	                                  301.6                                  521.8
	489.3
1094.6

	Total
	1174.9
	2811.5


Source: Global Economic Prospects 2000, World Bank 2002

Note:    Figures from 1998

Differences in development challenges

More rapid economic growth and development are needed in most countries but the need for policy reform varies considerably across developing countries. Many of the Middle Income Countries have recently gone through major transformations, such as transition from communism to democratic market economies or from military to civilian democratic rule. A very broad grouping of developing countries give rise to two categories; first round reformers (whose reforms are limited to expanding supply by simple measures like devaluation or price deregulation) and second round reformers (those who have started build or rebuild key institutions). 
Many Lower Income countries still have to complete the first round of reforms i.e. fiscal adjustment and basic market-opening reforms such as trade liberalisation, removal of distorting government intervention in domestic product markets, deregulation of the foreign exchange market, liberalisation of foreign investment, and privatisation of state enterprises. At the same time, they need to embark on more complex second-round reforms and one important lesson from the past is that these second round of reforms should not come far behind the market-opening reforms, as they are essential to the efficient and stable functioning of liberalised markets. 
In the upper Middle Income countries there have been greater progress with the first round of reforms, but there is a substantial unfinished agenda of second round reforms to strengthen the institutional framework supporting the efficient operation of markets. These include the development of sound financial systems, capital market development, adoption of international standards financial transactions, corporate governance development, legal and regulatory environment for the private sector, reform of public institutions and governance. E.g. in the countries of the former Soviet Union, corruption has undermined the reforms in many cases. Improving governance is a major item on the reform agenda of many countries.

Strengthening the regulatory and institutional framework for the financial system is  important not only to foster efficient private-sector-led growth but also to prevent external shocks from turning into major crises, as in East Asia, Mexico and latest in Argentina. It is also important to carry out reforms related to trade and investment in order to integrate further into the world economy.

There is also an important reform agenda in the social sectors. In countries that have made rapid progress in reducing poverty and expanding access to education and health services, the social policy agenda usually focuses on reform of the social security system and on institutional reforms to improve the quality of education and health services. The capacity of developing countries to manage the policy agenda varies considerably. The MICs possess greater capacity for formulating and implementing reforms than do LICs, but face gaps in capacity in managing elements of the more complex institutional reform agenda, such as modernisation of the banking system and the capital market, corporate legal reform, competition policies, social security reform, and environmental regulations. Developing the needed administrative capabilities remains an important challenge.

3. The European Union’s interest and interaction with Low and Middle Income Countries 

What can the EU do to help developing countries get on the path to sustainable development? The main challenge for the Low Income Countries is to combat poverty, and simultaneously integrating into the global trade system, and making its voice heard in international decision making. Many of these countries still have to complete the first round of reforms. The relation with the EU is consequently mostly focused on development co-operation and the Community has several agreements with these countries providing development assistance. The relation between the EU and Middle Income Countries may be more complex. Formal agreements cover a wider range of activities, from those that have a substantial measure of selflessness to those with a greater element of self-interest from an EU perspective. Poverty persists in the MICs therefore the EU provides traditional development co-operation. But the MICs are also more integrated into the world economy and more active in international decision making. Many Middle Income Countries compete successfully with the EU in world trade. 

Figure 1. Areas of interaction and its basic motive
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This very rough model shows the broad areas where the EU engages in formal agreements with other countries and the basic motive for doing so. The model may look somewhat different in reality. For example the development assistance may also serve the interest of the union, while trade policies often produce benefits for both parties. Nevertheless the pattern is clear. The EU is interacting with the Middle Income Countries in many policy areas that range from those with a substantial measure of selflessness to those with a greater element of self-interest. In particular policy interactions with the Lower Income Countries are much more skewed toward selflessness, while with Higher Income Countries the interactions are more skewed to areas towards self-interest. Note the figure above does only illustrate activities where the interaction is formalised in agreement, memorandum of understanding etc., most commonly within the framework of any of EU’s external policies. There are also a number of policy areas that indirectly affect the relation between EU and a developing country, notably the Common Agricultural Policy and the Fisheries Policy.

4. The need for coherence in applying different policies

Given the fact the EU applies various policies towards one country, and that these policies not always are co-ordinated, the danger of conflicting interests is obvious. The risk of conflicting objectives is most likely greater in the relation with Middle Income Countries than in Low Income Countries and to determine an optimal policy mix of EU policies in its international relations is rather complicated. There are several layers of policies that may, or may not, conflict. Coherence among EU policies should therefore be assured at different levels. In the example below development policies is put in the centre of policies i.e. EU development co-operation objectives are the focus, and coherence is assessed with these objectives as the reference. Naturally, one could instead choose trade policies as the focus and assess how other EU polices cohere with trade policies. Full policy coherence is probably a utopia but there is certainly room for improving coherence. In many relations it will be important to establish which objective shall be the overriding objective and thus given most importance e.g. promoting European trade or sustainable development in East Asia? This is clearly an issue that the politicians in Europe need to address more thoroughly in the future if coherence is to be improved. 

The formal mandate to assess the coherence of policies can be found in different documents;

Article 130 V of Title XVII of the Treaty on European Union – the Maastricht Treaty – states that The community shall take account of the objectives referred to in Article 130 U in the policies that it implements which are likely to affect developing countries. (CEC/CEC, 1992:61)

In the Communication to the Commission of 16 May, 2000 on the Reform of the Management of External Assistance – Decision and Action Plan it is stated: The principle of coherence or consistency with other EU policies requires attention. The linkages between external assistance and other Community policies in such fields as fishery, agriculture, commerce, conflict prevention, food security and migration should, as appropriate be examined and dealt with in this section.

On a more practical level there are instructions to analyse the coherence in the Country Strategy Papers. In the “Guidelines for implementation of the Common Framework for Country Strategy Papers” it is stated: “Strategy and programming documents must be comprehensive and account for all EC policies, resources and instruments (the EC “policy mix”), that are a play in a partner country  (as trade policy, fisheries policy and Common Foreign and Security Policy).”

The references above give a rather clear mandate to deal with the coherence of policies. 

The identification and classification of EU-policies 
There are development co-operation programs with different objectives for different regions. The objectives for the co-operation with the Central and Eastern European countries are different from the objectives in the co-operation with the Latin American countries etc. Within a region the different EC Country Strategies include specific objectives, which translated into priority areas, modalities or instruments, may contradict with the partner countries’ own objectives, or with other donors’ objectives. Naturally, such incoherences will hamper the achievement of the overall objectives of poverty alleviation and sustainable development.  
Figure 1: Coherence between the EU development co-operation and the recipient government objectives and other active co-operation partners programs. When assessing coherence within development co-operation this could be called “internal coherence”.




Secondly, coherence can also be assessed between EUs different external policies, which directly affect another country. 

Figure 2: Coherence between EUs External policies and EUs Development Co-operation may be called “external coherence”.






An often quoted example is the restriction of imports from textile producing countries, mainly hampering South East Asian countries to gain from more open trade. Another clashing set of objectives may be humanitarian vs. human rights violations e.g. development co-operation objective of helping the poor may clash with EUs foreign policy to not maintain official contacts with countries that violate crucial human rights.   

Thirdly, there may be other EU policies, e.g. agricultural policies or fisheries policies, which indirectly affect and conflict with the objectives of the Community’s development policies.  

Figure 3: Coherence between Community policies aimed at the internal European market – but with external implications – and the EU Development Co-operation may be called “indirect coherence”.





EU provides annually export subsidies to European dairy products helping them to maintain their world market share. These subsidies may have implications for developing countries like Brazil and Tanzania where EU is competing with domestic production. There may be additional EU policies that may indirectly affect the developing countries but the above seem to be the most important ones. 

5. The EUs many areas of interactions

Find below examples of the many areas of interaction between the EU and the developing countries, from the selflessness of development aid to the competition in trade. Specific examples of interactions in each policy area between EU and the six regions are found in annex 1.

The spread of poverty and the need for development assistance

In the Low Income Countries poverty alleviation is still the major challenge for getting on the route to development. Progress on achieving the internationally agreed development goals for education, gender equality and health has been slow. Primary school enrolments have not increased enough to meet the target of 100% by 2015 especially in Sub-Saharan Africa and in South Asia. More than hundred million children are still out of school. In Africa gross primary school enrolments actually fell between 1980 and the mid-1990s. The spread of AIDS poses a special challenge to the achievement of the development goals UNAIDS has estimated that 36.1 million individuals are living with HIV or AIDS, the vast majority in Sub-Saharan Africa and South and South East Asia. In many countries, human development indicators have deteriorated over the last decade, in large part because of  AIDS. For example, average life expectancy in the Africa region fell from 50 years in 1987 to 47 years in 1999. Other development challenges includes improving access to safe water, combating infant and child mortality and extinction of illnesses such malaria and tuberculosis. 

In the Middle Income Countries the situation is similar, especially in the lower Middle Income Countries. While primary school enrolments cover almost all of the school age population in almost all but the poorest MICs illiteracy remains a problem. Life expectancy at birth in the MICs rose in most cases over the past decades to an average of 67 years and compares favourably with that of low-income countries (57 years), but still lies substantially below that of high-income countries (78 years). While some health indicators such as child immunisation approach high-income country levels in most MICs, others are widely dispersed. Access to drinking water also varies substantially. The incidence of communicable diseases such as tuberculosis and the prevalence of HIV/AIDS are at levels somewhat closer to those of low rather than high-income countries. Many of the root causes of poverty, as well as symptoms, are similar to those for low-income countries. Others are more specific to MICs. One difference is that Middle Income Countries are more capable of funding development from domestic resources than are Low Income Countries. Therefore exerting influence in favour of a more pro-poor distribution of resources through the political dialogue may be one way of helping alleviate poverty. 

European Community’s external assistance benefits virtually all developing countries in the world. Five major programmes cover EC development co-operation with Asia, Latin America, Mediterranean, the Western Balkans, Eastern and Central Asia and Africa. Five different Council Regulations cover the provision of assistance to ALA, MEDA, CARDS and TACIS and EDF-countries and a series of recent Commission Communications set the framework for such co-operation. 

Co-operation around global public goods and global public “bads”

In today’s rapidly integrating world national borders can no longer contain some of the most pressing development challenges. Technological gains, shifting geopolitics, expanding trade and cheaper communications have created tremendous opportunities and lifted the barriers to global knowledge and sharing and problem solving. They have also opened the door wider to risks and challenges e.g. financial instability, disease transmission and cross-border criminality. National governments, private actors and civil society within the countries can meet many of these challenges. But it is clear that some key development problems have an increasingly important dimension of global collective action and that there are great potential benefits if the international community can devise effective ways of tackling them. 

Generally Middle Income Countries posses more resources and greater administrative capacity to deal with global problems (bads) than do Lower Income Countries. Countries being more integrated into world affairs are also more vulnerable to global “bads”, and equally, potential global problems originating from within these countries are likely to affect other countries and regions more rapidly and more strongly, than would problems originating from less integrated countries. 

Health problems are a major obstacle to development in the Low Income Countries, as well as in Middle Income Countries. Health problems also spread globally. The spread of AIDS and multi-drug-resistant tuberculosis in the Sub-Saharan countries, as well as in countries such as Russia, China  and Thailand is significant. India and China account for 47 percent of world tuberculosis cases.

Unstable financial markets, especially in Middle Income Countries affect markets globally. Many Middle income countries are already well integrated into the world economy and world financial markets; hence, they are particularly vulnerable to global shocks. MICs account for a major part of all capital flows to developing countries and around one-fifth of world GDP. Therefore trade, investments and other economic developments in these countries may have potentially large implications for regional and international financial stability. The spillover effects of the East Asian crisis showed that the macroeconomic and financial policies of the MICs not only have a regional but also a major global impact, including on the countries of the European Union.

The environmental concerns of the developing countries are also global concerns. The developing countries have a large impact on the state of the world's environment, e.g. forests, bio-diversity, and to a lesser degree, green house gas emissions. In the former Soviet Union, obsolete nuclear power plants pose threats to the environment, health and security of people over a vast area. Measures to protect the environment raise investment costs considerably, and there is an expectation from both middle and low-income countries that they should be compensated for paying attention to global interests. Though progress has been made, there is a need for innovative mechanisms for transfers of finance and technology to foster environmental investments of global interest in middle income countries. There is also a need for innovative thinking about how to use markets to help supply global environmental goods like carbon sequestration. 

Widening social inequalities are driving instability, corruption, crimes, conflicts, and terrorism. 

A major reduction in poverty in the developing countries would contribute greatly to global peace and stability, which is increasingly being regarded as a global public good. Even in countries with low national poverty rates, large pockets of poverty may persist. The national rate of poverty incidence often hides the fact that, particularly in large countries, the level of poverty is much more serious in certain geographical regions, which in turn may give rise to social tensions. In China, for example, in the provinces spanning the regions between Hong Kong and Myanmar, the rural poverty rate in the mountainous province of Guizhou is 7-10 times higher than in the coastal province of Guangdong just a few hundred kilometres away. Latin America shows the widest inequalities. Brazil with a national poverty rate at $2 per day of only 17 percent, has a much higher poverty incidence in the backward regions in the North East (World Bank 2001). Per-capita incomes still vary considerably across regions within countries despite the absence of internal barriers to trade or factor mobility. It is true that poverty per se is not a necessary condition in support of terrorism, but it can certainly breed discontent and social exclusion. The EU therefore helps combat poverty and maintain a dialogue with these countries in order to contribute to stability and peace. In this context it is necessary to understand how to best support good governance.

The EU is committed to promote good governance in all its policies. The White Paper on European governance shows how the EC could improve – not only its own governance system – but also global governance. One such step is the integration of the Unions anti-corruption strategy into its external relations policy which have been done through the participation of EU member states and the Commission in international fora: UN, OECD, Council of Europe, and the “Global Forum fighting corruption and safeguarding integrity".

The proximity to the European Union calls for stable relations

Some regions close to the European Union call for special attention due to stability and security concerns. The proximity policy reflects the political and strategic importance of the region to the EU, e.g. the Balkans and the Mediterranean. For the EU, the strategic importance may materialise into contractual relationships, special trade agreements, safety regulations, and/or development co-operation programs. 

There are mutual interests in promoting co-operation in research and development
Research co-operation is important with most regions. The objective can be institution building, improved management, and increased human resource capacity,  but also networking and the sharing of basic data and research results. The regions close to the European Union have programs that promote the integration towards a common European Education area through direct co-operation with EU universities.

There are mutual advantages in foreign direct investment and trade between the EU and the MICs

Many of the developing countries are trading successfully on the international market for goods and services. Trade and investment flows between the Middle Income Countries and the EU are  significant, especially for countries like Malaysia, China and Thailand, as well as some of the Latin American and Mediterranean countries (see annex 3). Investment flows can benefit everyone; creating opportunities for investors and helping countries develop. For the developing countries it is particularly important since it does not create debt obligations and it represents long-term commitment and provides longer lasting assets. For many European companies, developing countries and especially Middle Income Countries present profitable investment opportunities. Compared to LICs, the risks are lower, because infrastructure, investment codes and political systems are generally better developed and more stable. To promote European investment, the EU tries to reduce the risks further by setting up regional investment schemes providing guarantees. On a more global level, the EU helps to establish international rules on FDI. The rules are introduced to secure stability and predictability for foreign and domestic investors. 

The EU, Japan and US are the world’s trading giants and have been in the lead in helping low and middle income countries to expand their trade. In addition to being competitors the EU helps opening its markets to increase trade and via trade-related aid e.g. through the economic co-operation programs where the EU supports a “business dialogue” in order to build an enabling environment in which European and businessmen from different regions can exchange their products as equal partners. 

6. Coherence of policies – development co-operation policies in centre

As shown in the previous section, and annex 1, the EU relations with the developing countries are comprehensive. The specific areas of interaction between the EU and the developing countries depend on a number of factors related to the country concerned; national income, poverty incidence, exports and imports structures, geographical proximity to the European Union, research capacity etc.

The challenge for the EU is to provide the right mix of policies in each situation. With many association and co-operation agreements, and EU involvement in the many policy areas, the EU has a unique possibility to apply an effective and efficient mix of co-operation instruments in each case. 

To achieve coherence is not easy. In the case of development co-operation the tool in use is the Country Strategy Paper (CSP). The Country Strategy Papers were introduced in 2000 as one of the key principles of the Reform of the Management of EC External Assistance. Multi-annual programming is an essential management tool for ensuring that external assistance reflects the EU’s policy objectives and priorities. Multi-annual programming is also a key instrument for achieving greater complementarity in the area of development co-operation between the Community and the Member States, as well as achieving coherence among policies (in accordance with Figure 2-4).

The CSP process has a very broad and ambitious scope and covers a total of 140 partner countries and 17 partner regions. As of the end of August 2002, the European Commission had finalised and made public 87 new Country Strategy Papers and 6 Regional Strategy Papers. A number of additional strategies are well advanced in the drafting process and will be published shortly. These programming documents show how the Commission’s external assistance, which totals €12.8bn for the period 2002 – 2004/07 (depending on the region), is to be implemented.

In line with the ongoing process of deconcentration of responsibilities to the field, the first version of the CSP should as a general rule have been prepared by the Commission’s Delegation in the partner country, working in close co-operation with the relevant units at HQ in Brussels. 
Achieving coherence

The first area of coherence mentioned in section 3 - the “internal coherence” as depicted in figure 2 – has directly been dealt with by the Country Strategy Papers. There were descriptions of the partner government’s policy agenda, priority areas of other donors and main activities of NGOs. The Community strategy seems to have been adjusted in accordance with this information. An important principle of the CSP approach has been to keep the beneficiary country in the "driving seat", both owning and directing its development agenda. National Poverty Reduction Strategies - as formulated through the HIPC/PRSP process where there was one - were therefore a natural point of departure for the Commission’s programming. The partner government has in practice been involved to a varying degree in the Commission’s CSP process, ranging from substantive contribution to the analysis and definition of support policies to lesser involvement. Once formally approved, the CSP was in all cases shared with the partner country. According to a survey carried out by the Commission, the Commission’s Delegations in partner countries played an active role in the co-ordination process in the field. Of the donors present in the country, all EU Member States were invited to participate in the co-ordination/complementarity exercise and in 55 % of all cases non-EU donors present were invited as well. In most cases, at least 2 – 3 co-ordination meetings were organised, and sometimes as many as 10 or more. In 7 countries out of 10, the Commission’s Delegation set up ad hoc co-ordination meetings specifically for the Commission’s CSP exercise. This process sometimes involved the organisation of a consultative forum together with the partner country or extensive dialogue with the Member States. In 34 % of the countries, ad hoc co-ordination was either complemented or replaced by dialogue through existing donor co-ordination frameworks, in particular in sector policy co-ordination groups where such exist. In a couple of cases (less than 3 %), no co-ordination took place, for instance in Samoa, where no Member States are represented.
Non-State Actors (NSAs) were directly involved for the first time in the programming of Commission aid.  This approach was, however, only an obligation for ACP countries. The definition of non-state actors in the Cotonou Agreement is very broad. A wide range of NSAs were therefore involved in the consultation: NGOs, labour organisations and trade unions, Chambers of commerce, private sector associations and business organisations, Associations of Churches and confessional movements, universities, the media and representatives of parliamentary groups. In some ACP countries, the EC took the initiative to launch studies or mapping exercises to obtain a better picture of NSAs, their structures, activities and potential contribution to ACP-EU co-operation. In 47 countries out of 53, NSAs were consulted on the programming process and, in 40 of them, consultation took place at an early stage. In order to avoid duplication and to improve co-ordination, existing national consultation mechanisms set up with the donor community (e.g. PRSP or other consultative processes) were used. In 29 countries out of 53, the draft country strategy paper was modified as a result of the consultation process. Where NSAs had no influence on the CSP, this was due to a number of different factors, such as lack of NSA capacity to put forward concrete and coherent proposals or because consultation started at an advanced stage in the process and there was consequently no way of making further changes to the CSP. 

While not compulsory in the regions under the responsibility of the Directorate External relations, EC field delegations were nevertheless encouraged to undertake consultations with NSAs. Discussions took place in most Mediterranean countries, and in about one third of the Eastern Europe and Central Asian countries and the same numbers for the Balkan countries. Consultations in the Asian and Latin-American programme were more limited.  As a minimum, the conclusions reached in the context of other consultation exercises, e.g. as part of the PRSP exercise, were fed into the Commission’s programming exercise. 

 
The second area of coherence - the “external coherence” illustrated by figure 3 - has been addressed in a number of CSPs, but not all. Throughout the analytical and strategy formulation process, the responsible country Desk Officer in Brussels was encouraged to co-ordinate the support of a ‘Country Team’. The Country Team, based at headquarters had an important role to play to co-ordinate Commission interests internally and ensure policy coherence. The Country Team should have included representatives from the Directorates that were responsible for the EC development assistance, as well as Directorates responsible for other EC/EU external policies. The weak participation from Directorates of other external policies contributed to the poor analyses of the external coherence. Experience showed that the Country Team process was conducted in an ad hoc fashion and that certain types of specialists were not systematically involved in this important stage of drafting of the CSP.

In the third area of coherence - indirect coherence illustrated by figure 4 - relatively little progress was made. Not much was mentioned about the Community policies aimed at the internal market but with external implications. Again, relevant Directorates were not involved properly in the CSP process and areas like the Directorates for Justice and Home affairs, Economic and Financial affairs, Agriculture, Environment, Fisheries, Internal Market etc. were not properly consulted. The following example from a recently approved Country Strategy Paper is a good illustration of how the issues were brought up in the analysis: “The European Commission is directly involved in fisheries in the Pacific, not only through its past and on-going projects, but also through the presence in the region of a number of EU fishing boats. Moreover, in May 2001, the EU decided to open negotiations with a view to the conclusion of bilateral tuna fishing agreements with Pacific ACP countries….” This description of the fishing policy is a first step towards a proper analysis of indirect coherence. The next step should have been to analyse the impact of the EU fishing boats in the waters of the partner country in greater detail, and finally to assess how the policy coheres with the Community’s development co-operation policy. Another policy area likely to affect many developing countries is the EU Common Agriculture Policy (CAP). In many areas the subsidies to European farmers is depriving low cost producers in developing countries of market shares for their products.

The lack of interest and the weak participation from representatives of other interests than those representing development co-operation may be expected. Since the driving force in the Country Strategy Process is Development Co-operation there is little to gain for other stakeholders, such as those representing Fisheries policies or Agriculture policy. The discussions may even be very difficult since it is not obvious which objective is the overriding objective. All EU policies are based on legitimate grounds but they may conflict from time to time. A second reason to the weak policy coherence analysis is the lack of analytical tools. In some of the more complex co-operations it would have been very difficult for any country desk officer to carry out a full coherence analysis in the Strategy Paper, which may have included a wide-ranging cost-benefit analysis of various policies. 

Given that analytical tools have been developed and sufficient resources put aside for embarking on a full coherence analysis the following steps should be applied. First, identification of the policies in force. A second step would then be to analyse the impact of these policies, and with the results at hand try to assess if the policies are coherent or not. Find below the suggested different steps to be taken in a full coherence analysis (policy mix analysis). 

1. Identification of the policies in force 

2. Estimations of the outcome/impact of the policies  

3. Assessment of the coherence of Community policies and objectives

4. Recommendations about changes in policies

Correction of policies should – with the impact information – be discussed on a political level.

Country Fact File

In addition to an improvement of the Country Strategy Paper a new initiative is under way; Country Fact Files. The fact files will be brief documents listing all formal agreements and contracts between the EU and a partner country. The format has been discussed with Members States in various working groups in the European Council to make it a joint effort to co-ordinate the external policies. The purpose of the fact files is to strengthen the co-ordination and improve complementarity and coherence of the external actions of the Union. The fact file will try to list all EU policies affecting the EU and the country concerned, although emphasis will be on Development co-operation. The Fact File may be seen as one building block among others in place to help reach overall EU objectives in many areas. The EC will have a co-ordinating responsibility in the drafting process but the actual drafting of the fact file is a joint responsibility between the Member States and the European Commission.
7. Conclusions

1. In its development co-operation programs the European Commission has made extensive efforts to achieve internal policy coherence i.e. to align the objectives of the EC development assistance with partner governments objectives, other donors objectives and with the activities of NGOs. In many co-operations the efforts have been successful. Actions are also taken to harmonise donor procedures in order to increase efficiency, both in the context of the EU and its Member States, and the OECD/DAC.

2. The EC/EU has not yet successfully aligned other external policies with the development policy to achieve external coherence. But progress can be seen, the new EC policy on Trade and Development is one step. The implementation of the “Everything but Arms” initiative is another improvement. Lastly, if the Doha Development Agenda is implemented successfully it will make better way for developing countries to integrate in to the World Economy.

3. The EC/EU has shown little progress in aligning policies aimed at the internal  market with its development policies – indirect coherence. In this respect reform of the CAP is essential.

4. The EU is engaged in a whole range of policy areas, from development co-operation to trade protection. The main challenge for the Low Income Countries is to combat poverty and integrate into the world affairs. The relation with the EU is consequently mostly focused on development co-operation. The relation between the EU and Middle Income Countries may be more complex. Formal agreements cover a wider range of activities from development assistance and research co-operation to trade and security polices. An assessment of the coherence of EU policies in these co-operations may even be more important than in Low Income Countries.

5. Full coherence will most likely be very difficult to achieve.  Politicians  - and Governments - serve different interests, which may often be contradictory. Different government bodies are responsible for different policies and there is rarely any clear declaration about which objectives should be the overriding objectives. 

Annex 2

The spread of poverty and the need for development remain important for the Middle income countries 

Africa

In sub-Saharan Africa, and in most of the Caribbean and Pacific islands which belong to the ACP group, almost half the people live in conditions of absolute poverty, forced to survive on less than $ 1 a day. This situation is the consequence both of serious economic problems and of considerable political instability. Notwithstanding, many of these countries have already embarked upon a process of democratisation. At the same time, economic reform is beginning to bear its first fruit. The new ACP-EC partnership (the signing of the Cotonou agreement) seeks to create a more favourable context for sustainable development and poverty reduction, and to reverse the processes of social, economic and technological marginalisation. Political dialogue between the Community and each of the partner States (or regions) will play a key role in determining the nature and objectives of the assistance provided. The Agreement is based on respect for human rights, democratic principles and the rule of law, and on good governance. It also establishes special consultation procedures and appropriate sanctions for dealing with human rights violations and serious corruption. 

Through an EUR 13.5 billion European Development Fund covering the Agreement's first five years, the Community will support the ACP governments in their attempts to create a balanced macro-economic context, expand the private sector and improve both the quality and coverage of social services. Regional integration among the ACP States themselves is also an important objective, and can facilitate their integration into the global economy. Equality between men and women will be systematically encouraged at every level - political, social and economic. In many countries, sustainable management of the environment and of natural resources are important issues, both for local development and for the planet as a whole, and they will be promoted as an integral part of the development process.
Asia

Social inequalities remain severe in the Asian middle income countries. The following indicators, drawn from the UNDP 2001 Human Development Report, are instructive. In China, more than 50% of the population is living on less than 2 $/day. In all 4 Asian MICs, the poorest 10% account for less than 2.5% of national income or consumption, while the richest 10% account for more than 35%. Adult illiteracy still stands at 25% in China and less than 40% of population has access to adequate sanitation facilities. More than 20% of population in the Philippines and Thailand is undernourished while more than 10% in China."

This situation has influenced the programming of EU co-operation. Thus, in the case of Philippines, 80% of the 2002-4 development assistance budget of 51 million Euro is earmarked for assistance to the poorest segments of society, particularly in the rural areas. In the case of Thailand, with an aid budget of 10 million Euro, half of the budget is earmarked for further progress towards universal health care. In the case of China, with an aid budget of 150 million Euro, 15% is earmarked for supporting reform of the social security system with the extension to cover the informal sector.

Latin and Central America

The aim of the financial and technical contributions to Latin America is to achieve a fairer distribution of wealth; reinforcement of the rule of law and democracy and protection of the environment. A large part of the development assistance to Latin America focuses on economic co-operation.

Two thirds of the EC aid to Central America, the Andean region, and Paraguay is targeted to the poorest segments of the rural and urban populations. Co-operation between the European Community and Central America aims to consolidate the process of peace building and democratisation in the region, as well as its economic integration (total amounts committed: €146 million in 1997, €189 in 1998, €218 in 1999 and €109 in 2000). Priorities for regional co-operation in the years to come are outlined in the Regional Strategy Paper (RSP), namely, support for economic integration and the implementation of common policies, consolidation of regional institution building, and strengthening of the role of civil society in the integration process. A revised RSP for the period 2001-2006 is currently being prepared

Mediterranean

Development assistance to the Mediterranean is roughly distributed between the areas “social development” and “economic growth” for 2002-2004. Approximately 40% of the funds are targeted to social development, 60% to economic programs. Sharp differences exist between the different countries. A low-income country like Morocco has a higher share of social development programmes while high-income countries like Lebanon and Tunisia have a higher share of economic programmes. There are proposed programmes in support of the access and participation of women in the labour market. Education and training will also be part of the support for social development. Examples of projects that have been financed by MEDA are: structural adjustment programmes in Morocco, Tunisia and Jordan; Syrian-Europe Business Centre; the social fund for employment creation in Egypt; rehabilitation of the public administration in Lebanon; rural development in Morocco; basic education in Turkey.

Central and Eastern Europe

The region as a whole, MICs as well as LICs, are characterised by very rapidly growing disparities in income. From having had a relatively equal income distribution, and a low degree of poverty, they are now rapidly moving towards having some of the most unequal distributions. The effects of the collapse of the Soviet Union and of its economic model have been drastic: a fall of GNI by about 40% over ten years. The number of poor people has increased: in 1998, about 20% of the population of the region was poor (i.e. with incomes less than 2 $/day); ten years earlier it was 4%. Similarly, the life expectancy has actually fallen in several countries and the previously universal literacy is under threat. The situation is worst in the LICs, but the MICs have not escaped the deterioration in social indicators. 

The four middle income countries - Russia, Belarus, Kazakhstan and Turkmenistan - have benefited from allocations under the Tacis national programmes, as well as from other EC assistance programmes, such as the Tacis Cross-Border Co-operation Programme, the Tacis Regional Programme, the Tacis Nuclear Safety Programme, food aid, humanitarian assistance, macro-financial loans and assistance under the EIDHR programme. Under the Tacis national programmes, the three key areas of co-operation have been support for institutional, legal and administrative reform, support to economic development and the private sector, and support to social sectors affected by the transition. Within the first key area, strengthening civil society and fostering educational exchanges have been recurrent sub-themes.

The Balkans
The EU is by far the single largest donor to the countries of the Western Balkans. Since 1991 the EU has provided more than € 6 billion to the region through its various aid programmes and by 2006 that figure will have risen to some €10 billion. Further to the east, Romania and Bulgaria together receive approximately € 900 million per year in pre-accession aid.

CARDS supports the participation of Albania, Bosnia and Herzegovina, Croatia, the Federal Republic of Yugoslavia and the Former Yugoslav Republic of Macedonia in the Stabilisation and Association process (SAp) which is the cornerstone of the EU's policy in the region. The SAp is a strategy that helps the region to secure political and economic stabilisation while also developing a closer association with the EU, opening a road towards eventual EU membership once the conditions have been met. 

The CARDS regulation provides some € 4.65 billion for this purpose in the period 2000 to 2006. To achieve its objective of facilitating the SAp, CARDS assistance will finance investment, institution-building and other programmes in four major areas sustainable economic and social development, reconstruction and reconciliation and the return of refugees, institutional and legislative development and lastly, promotion of closer relations and regional co-operation among SAp countries, and between them, the European Union and the candidate countries of central Europe. 

Co-operation around global public goods and global public “bads”

Africa
Sustainable development is an important concept in the European Unions development co-operation. Basic strategies include protecting and maximising the potential of and safe guarding natural resources, re-establishing ecological balances and halting land and forest degradation. The EDF financing has supported three main areas: enviromental policy and institutional support, biodiversity and conservation. The regional dimension is particular important in these co-operation areas.  

EU-Africa Ministerial Conference in Burkina Faso on 28 November 2002, to discuss the major development themes which will form the programme of the Lisbon EU-Africa Summit in April 2003.

The main themes discussed at the meeting were: external debt, the return of cultural stolen goods, conflict prevention, human rights, democracy and good governance, regional integration and trade, HIV/AIDS, food security and the environment. The meeting also adopted a Communiqué and joint declaration on terrorism.

Since the Cairo Summit, the geopolitical context in Africa has changed with the setting up of the African Summit, and the New Economic Partnership for Africa's Development (NEPAD). These new initiatives have encouraged a greater pan-African level of governance and a new dynamism in African-focused development. The European Union is supporting these developments, and the European Commission has agreed to support them through a Capacity Building Programme.

The European Commission signed three aid packages to support regional integration and reduce poverty, with Eastern and Southern Africa and the Indian Ocean region, Eritrea and Central Africa.For Eastern and Southern Africa and the Indian Ocean Region, the European Commission signed a regional strategy document worth €223 million. Its aim is to reduce poverty, and increase economic growth through higher levels of regional economic integration and enhanced co-operation. It includes support for programmes for economic integration and trade, natural resources management and transport and communications.

Asia

In Asia, our strategy is to push environment and sustainable development issues higher up on the agenda of the political dialogue. The experience of the dialogue with the People’s Republic of China shows that the summit level dialogue has facilitated the Commission’s task of selecting priority areas for co-operation, which are preconditioned to parallel commitment from the Chinese government. Environment and sustainable development now constitute one of the three priority areas for our co-operation with China. China also hosted the first Ministerial level environment meeting of the ASEM countries in January 2002. It is clear that the presence of environmental issues in high-level meetings is invaluable in facilitating the implementation of a coherent strategy, which commands the mutual commitment of donors and domestic government alike. 

Asia-EcoBest (AEI) is a programme funded by the European Commission to assist European firms to win better access to the rapidly expanding environmental products, technology and services market in Asia. As overall provider of adapted solutions to the Asian environmental challenges, the European Union has a unique wealth of knowledge and competence in various aspects of environmental technology

Latin and Central America

Co-operation between universities and research institutions in Europe and Latin America has existed for long time. Recently environmental degradation issues have become part of that co-operation, notably with Central America, Brazil and Chile. Within economic co-operation with Latin America a programme - ALURE – has started with the aim to encourage the optimal and most rational use of energy. Moreover, a common position in international fora regarding environmental standards is often searched for. 

Mediterranean

The Mediterranean basin is characterised by the fragility of its environment and by the seriousness of the numerous challenges with which it is confronted. The objective of creating an area of shared prosperity through sustainable and balanced economic and social development, should proceed by ensuring that the establishment of the Free Trade Area and environmental protection are mutually supportive. This will be done through the adoption of appropriate environmental policies to be designed in the light of the Sustainability Impact Assessment Study, which is to be carried out. 

The next Euro-Mediterranean Ministerial Conference on the Environment will be held in July 2002 in Athens. It will review progress on the implementation of the SMAP Programme (Short and Medium-term Priority Environmental Action Programme) and will provide strategic orientations for Environmental policy in the Mediterranean, and SMAP planning for the coming years. The meeting will also promote coherent Euro-Mediterranean positions in the context of World Summit on Sustainable Development to be held in Johannesburg.

Eastern Europe and Central Asia

Environment forms a core part of the PCA (the Partnership and Co-operation Agreement) dialogue with the countries of the region, in particular with Russia. This dialogue is supported by special initiatives, such as the Northern Dimension. The Tacis programme focuses both on environment in a wider sense, in particular through its regional and Cross-Border co-operation programmes, and on nuclear safety. Over its ten year history, about 25% of the Tacis budget has gone to supporting the efforts to increase the safety level at nuclear power stations, in Russia as well as in Ukraine. The aim is now to enlarge the scope to include dealing with nuclear waste on the Kola Peninsula.  

Balkans 

A decade of regional conflicts combined with insufficient institutional infrastructure, decaying industrial systems and the legacy of years of unchecked pollution have left the environment of South Eastern Europe in a state of serious neglect. Air pollution, poor water quality and waste problems add to the other environmental concerns that can be directly attributed to the legacy of conflict. These problems have a regional reach and could also affect the EU.

Widening social inequalities are driving instability, corruption, crimes, conflicts, and terrorism. 

Asia

In view of Asia's diversity in terms of political geography, the dialogue with our partners in the region range from more general exchanges about how to further democracy in inter-regional forum like ASEM, to very specific cases of human rights violation, for instance the death penalty in individual countries. In order to introduce good governance in Asia, it is often essential to strengthen parliamentary democracy through the fight against corruption and the promotion of institutional capacity building. However, governance at all levels from local to global has also to include the participation of civil society and NGO's to avoid that our concept of the 'rule of law' is misunderstood as merely top-down authoritarian 'rule by law'.

Latin and Central America

The San José Group was launched at a ministerial meeting of the EU and Central America in Costa Rica's capital in 1984. One of it’s purposes is to support progress in the peace process and democracy. These ministerial meetings have taken place on an annual basis and have been extended to other fields of political co-operation. Respect for the rule of law and human rights, fight against the trafficking of drugs, co-operation in and support of exchanges in the educational, technical and cultural area are just a few examples of how the links with Central America have developed ever since the dialogue started in 1984. The Rio Group was set up in 1986 and ranks all South American countries as well as Mexico amongst its members. Since 1987, ministerial meetings of the EU and the Rio Group have been held annually and have established a wide range of co-operation agreements of a political and commercial nature. With the opportunity to dialogue the EU has been active in the resolution of conflicts in Central America (80-90s) and the Andean region (90s). The support for institutional building, the promotion of good governance, dialogue over economic matters and the fight against social inequality and poverty will be the major issues in the next EU-Latin America summit. 

Mediterranean

Events following the 11th of September 2001 and the attainment of peace in the Middle East are clear examples of the need for the EU to maintain an active political dialogue – and take on a mediating role – in order to promote peace and stability in the region. Although separate, the Barcelona Process and the Peace Process are complementary. Without the 1991 "Madrid Process", the Barcelona Process would not have been possible four years later in the present form. One of the successes of the Euro-Mediterranean Partnership is to have allowed, against a tense background, dialogue to be pursued between Mediterranean Partners involved in the MEPP in a context of regional meetings on all questions of common interest. The Partnership still remains the only multilateral forum outside the United Nations where all the conflict parties meet. The Palestinian Authority is recognised as equal Mediterranean Partner. 

The Euro-Mediterranean Charter for Peace and Stability, elaborated by senior officials of the 27 partners dealing with political and security matters, will contribute to maintain peace and ensure stability in the region. This instrument, which will cover existing partnership-building or confidence-building measures, will give the EU a lasting political role in this conflict area. 

Eastern Europe and Central Asia

The EU carries out regular and fruitful dialogue with both Russia and Kazakhstan within the framework of Partnership and Co-operation Agreements (PCA) on issues of mutual interest in foreign and domestic policy. These include human rights, justice and home affairs, economic reform, energy, trade, investment, assistance and other co-operation issues. In the case of Belarus and Turkmenistan, it has not been possible to begin dialogue in a PCA framework and the old Trade and Co-operation Agreement provides the current basis for relations. For these two countries limited progress on democratisation has meant dialogue has de facto been limited if not frozen. In addition the focus of the Tacis programme is on good governance. About half of the national programme goes to the area “reform and institution building”, usually involving capacity building, e.g. in the legal sector. Also the other areas of co-operation include some support for good governance.

The Balkans

The EU is committed to help the countries of southeastern Europe to act against corruption. Corruption erodes the legitimacy of public institutions and respect for the rule of law, and considerably undermines the investment and business climate. The EU assists law enforcement authorities and focuses its efforts on institution building. This includes support to fiscal reforms, drafting national government procurement legislation, reviewing tax and accounting systems, adopting modern and transperent accounting standards and licensing requirements for businesses, etc. For example: EU experts are training judges and magistrates in Albania, and equipment is provided to strengthen their independence. The European Commission has also helped establish customs assistance missions in Albania, Bosnia and Herzegovina , Croatia and most recently in Kosovo. As part of these missions EU customs officers work together with their local counterparts to enhance the efficiency of local customs and fiscal administrations. 

The proximity to the European Union calls for stable relations

Latin America

Even if for Latin America one cannot talk about proximity, EU-Latin America relations are partly based on cultural affinity. Besides economic and commercial interests, the EU-Latin American friendship has a strong political component, which has helped counterbalance the strong influence of the USA in the region. The EC has historically cooperated with efforts towards regional integration in Central America, the Andean Pact and Mercosur. Dialogue over economic matters and trade agreements have been pursued by the EU and these subregions. 

Mediterranean

The relation with the Mediterranean countries is dominated by their proximity to the Union. The first step toward an Euro-Mediterranean Partnership was taken in the Barcelona conference in 1995, which was a first attempt to create durable and strong bonds between the shores of the Mediterranean and the EU. The objective was to create an area of shared prosperity through economic and financial partnership. This objective is complemented by a political and security partnership, as well as a partnership in social, cultural and human affairs. The overall aim is a “common area of peace and stability” and the “improvement of mutual understanding among cultures and civil societies”.

This initiative has recently received some further momentum by the signature of the Egypt Association Agreement and the new impetus given to the negotiations of Association Agreements with Lebanon, Algeria and Syria. However, to reach a real cruising speed, the second stage (2000-2004) has to address a number of important challenges. The weak economic growth makes job creation and the reduction of poverty difficult. It threatens the stability of the Mediterranean region and complicates significantly the implementation of the economic and institutional reforms required by the Agreements. As a consequence, one of the fundamental aims of the partnership is to revive economic activity in the Mediterranean countries, to create the right conditions for private sector growth and to develop a realistic policy aiming at the reduction of poverty and insecurity. 

Eastern Europe and Central Asia

Given the historic background of the region, the ECs relations are primarily bilateral, founded on the PCAs, to which reference has already been made. Nonetheless, there is a regional approach. With the approaching enlargement, the EU will extend its land borders with Eastern Europe, i.e. to the MICs Russia, Belarus as well as to the Ukraine and Moldova, both LICs. This calls for a proximity policy including policy initiatives, such as the Northern Dimension, which aims to enhance co-operation between the EU and the candidate countries around the Baltic Sea, and Russia, as well as specific assistance programmes, such as Cross Border Co-operation. Overall, the Tacis programme is increasingly being adapted to enlargement. The western countries will receive an increased share of the Tacis programme. Within the national programmes, as well as within multi-country programmes, increased attention is being given to support to border crossings, transboundary pollution, the fight against trafficking etc. 

Balkans

After a period of violent conflict in the region the EU Regional Approach sought to underpin the implementation of the Dayton/Paris and Erdut agreements and bring basic stability and prosperity to the region. In May 1999 the European Commission set out the rationale for moving to a more ambitious vision for the region’s development. Reform in these countries was motivated by a credible prospect of membership within the EU once the relevant conditions have been met. This prospect was offered explicitly at the Feira European Council in June 2000. The 24 November 2000 Zagreb summit set the seal on the Stabilisation and Association process by gaining the region’s agreement to a clear set of objectives and conditions. In return for the EU’s offer of a prospect of accession on the basis of the Treaty on European Union (TEU) and the 1993 Copenhagen criteria the region undertook to abide by the EU’s conditionality and use the Stabilisation and Association process to prepare themselves for the demands of the perspective on accession to the EU. The conclusion of Stabilisation and Association Agreements represents the signatories’ commitment to complete over a transition period a formal association with the EU. Such an association has a high political value. It is based on the gradual implementation of a free trade area and reforms designed to achieve the adoption of EU standards with the aim of moving closer to the EU.

There are mutual interests in promoting co-operation in research and development

Africa

In the EUs co-operation with the African countries research is primarily aimed at produding knowlegdge about the development process. Development processes are having uneven consequences in different parts of the world in terms of economic growth and societal progress. While opportunities for sustainable development have been created by expansion in investment and trade, Developing Countries face specific adjustment problems linked to their particular conditions and to the emergence of a series of far-reaching, interrelated and accelerating changes.

The objectives of the programme are: to undertake research to tackle the challenges posed to Developing Countries; to mobilise the strengths, expertise and resources of the European scientific community jointly with Developing Country research teams; and, to use RTD co-operation to support Community development co-operation policy in line with current strategy.

For research on these issues to be successful, the nature of the research intervention needs to be correctly matched to the nature of the problem to be tackled. Therefore, the programme favours inter and multidisciplinary approaches in research proposals. In order to achieve this, the programme envisages an integrated scheme consisting of three levels of research: (a) policy research to determine the conditions for sustainable development, including gender issues, involving the state, market forces and civil society; (b) systems research on complex issues involving many interacting components, such as, rehabilitation and management of renewable natural resources or health care; and (c) research on specific scientific and technological problems to generate tools for sustainable development, which can be used in a particular context of system management or policy development.
Asia

The Asia-Link Programme is a new initiative by the European Commission to promote regional and multilateral networking between higher education institutions in EU Member States and South Asia, South-East Asia and China. The programme aims to promote the creation of new partnerships and new sustainable links between European and Asian higher education institutions, and to reinforce existing partnerships. The objective of the Asia-Link programme is to promote regional and multilateral networking between higher education institutions in Europe, South and South East Asia and China. 

The European Commission (EC) launched the Asia IT&C Programme in October 1999 in order to co-finance mutually beneficial partnerships in Information Technology and Communication between Europe and Asia. Asia IT&C has been granted a budget of €30 million to run the Programme, including the additional budget of €5 million that has been approved by the EC for the recent participation of China (since 10 October 2001). The Programme can supply up to 80% co-financing to Information Technology and Communication projects proposed by a consortium of organisations from the EU and participating Asian countries/territories. Intensifying co-operation between Europe and Asia is central to strengthening economic relations across both regions, and in creating opportunities to develop and share in the overwhelming benefits IT&C provides.

Latin and Central America
The ALFA programme is implemented through networks of higher education institutions (HEI). The networks are the only entities that may present project proposals to the European Commission within the ALFA programme. Network partners are: The High Education Institutions that has been formally recognised as such in their respective countries. Other institutions: adult education or continuing education centres; non-profit organisations; National Authorities and private enterprises. 

The Alβan Programme aims at the reinforcement of the European Union – Latin America co-operation in the area of Higher Education and covers studies for postgraduates as well as higher training for Latin America professionals/future decision-makers, in institutions or centres in the European Union. The first grantees of the Alβan Programme will enrol in postgraduate – master and doctorate – or higher specialised training from the academic year 2003/2004. The periods of education and training may range from 6 months to 3 years depending on the level and the education/training programme envisaged.

@LIS i.e. ALliance for the Information Society is a programme of the European Commission aiming to reinforce the partnership between the European Union and Latin America in the field of the Information Society. Its objectives are to establish dialogue and co-operation on policy and regulatory frameworks in key areas and to boost interconnections between research networks and communities in both regions.

Mediterranean 

Regional and multilateral co-operation complements and reinforces the bilateral approach. Regional programmes operate in all three domains Barcelona declaration, namely the political and security dimension; the economic and financial dimension; the social, cultural and human dimension. Regional activities are open to all 27 partners. Co-operation in the area of research and development is one area. Examples of projects financed are the EuroMeSco network of foreign policy institutes, the Femise network of economic research institutes, the SMAP environmental programme, the Euromed Heritage programme and the Euromed Audiovisual programme. 
Eastern Europe and Central Asia, including Balkans

The Tempus programme was launched in 1990 with the adoption of the first phase by the Council of the European Union. The objective of the Tempus programme was to support the reform of the higher education sector of Central and Eastern Europe in the framework of the European Union’s Phare Programme. In the framework of Tacis, Tempus is one the Small Projects Programmes. The Tempus programme tries to foster partnerships between higher education institutions of the Member States and the Partner countries. The focus is on university management, curriculum development, institution building and networking. Mobility grants for students and professors are included. The purpose to promote development of a common European Education area through direct co-operation with EU universities.
There are mutual advantages in foreign direct investment and trade between the EU and the MICs

Africa

The group of ACP countries is linked with the EU under the Cotonou Agreement which provides for political, development and trade co-operation. Despite the preferential market access granted to the ACP over the last 25 years, their trade share in EU imports has continuously decreased. A new Economic Partnership Agreement (EPA) is under way. Indeed, the special trade relations between the ACP and the EU have a long history. Established in 1975, they have been based on non-reciprocal trade preferences that grant duty free access to the Community market for virtually all products originating in ACP countries. However, despite the merits, trade preferences have not prevented the progressive marginalisation of the ACP in the global economy. The ACP and the EU have therefore decided to follow a more comprehensive approach, drawing also the lessons from the international debate on trade and development. 

Three recent major international conferences have addressed these issues. In Doha, the World Trade Organisation launched a new trade round centred on development: the Doha Development Agenda". In Monterrey the UN Conference on Financing Development stressed the importance of securing effective and predictable financing for trade related programs while the recent World Summit on Sustainable Development in Johannesburg spelled out the need for mutually supportive trade, development and environmental policies. In all these fora negotiations were launched, commitments were made. The "Everything but Arms initiative" is a step in the right direction and over ninety percent of ACP exports to the EU are already liberalised.

The European Commission has adopted an action plan showing how the European Union can support the developing world in its efforts to gain more from globalisation and the world trading system. In September 2002, the European Commission issued plans for a range of practical activities to delivery trade-related assistance to developing countries. The document Trade and Development: assisting developing countries to benefit from trade analyses the key relationship between development, trade and the world economy. 
Asia

The contacts between the EU and the Asian Middle Income Countries go far beyond development co-operation. The EUs trade and investment relations with Asia have also expanded substantially in recent years. In 2000, Asia accounted for 21.2 % of EU exports, making the region our third-largest regional trading partner - after Europe outside the EU (30.9%), and NAFTA (28.4%), but ahead of the Mediterranean, South and Central American, Gulf and ACP countries combined (17.1%). Asia is also the fourth-largest regional destination for outward investment from the EU, accounting for 6.8% of total EU outward FDI in 1999 – coming after NAFTA (67.5%), Central and South America (15.1%) and Europe outside the EU (7.5%). 

An important objective of the co-operation is to assist the countries in their further integration into the world economy by supporting trade sector policy reform, competition policy reform, and business to business contacts and targeted investment. For example, the EU has been particularly in favour of the accession of China as a member of the WTO (which was approved in Doha). There is also a programme, Asia-Invest, aimed at promoting contact and joint ventures between small and medium enterprises in Europe and their counterparts in Asia.

Latin and Central America

The EU is Latin America's second trading partner, being the first partner for MERCOSUR and Chile. The EU has gradually deepened its economic and trade links with Latin America both at a bilateral (Mexico, Chile) as well as regional level (MERCOSUR), which has resulted in a doubling of trade between 1990 and 2000. EU exports of goods to Latin America in 2000 totalled EUR 54,5 million, mostly in machinery and equipment and chemicals. During the same period EU imports from Latin America amounted to EUR 48,8 million, over 20% of which was accounted for by agricultural products. Between 1980 and 2000 the EU’s share of Latin American trade went from 20% to 15%, while Japan’s share went from 7% to 5% despite experiencing a rise in bilateral trade flows with the United States. However, a new phase in trade relations has been initiated: the EU and Mexico have arrived at a far-reaching free trade agreement whilst negotiations seeking to liberalise trade with Mercosur and Chile are also in progress.

Foreign Direct Investment (FDI) in Latin America rose from US$ 31,179 million to US$73,915 million between 1996 and 1999. This was notably as a result of the privatisation programmes undertaken by certain countries, originally in the industrial sectors and later in the service sectors. During the same period the European Union became the largest source of investment in Latin America, with a rise from US$13,289 million to US$42,266 million. European firms, and notably those from Spain, have played a significant part in the privatisation process (public sectors, banks, telecommunications, aviation, and energy). In 2000 FDI fell by 22%, largely due to the end of the massive programme of acquisitions in Brazil (figures from OECD/DAC).

The EU also supports Latin America in developing its trade capacity. A decentralised programme has been adopted to provide economic assistance, AL-INVEST, which intends to help small and medium-sized companies operate internationally by encouraging European firms to invest in Latin American enterprises seeking such co-operation.

Mediterranean

The creation of an area of shared prosperity through the progressive establishment of free trade between the EU and its Mediterranean partners and amongst the partners themselves, accompanied by substantial EU financial support for economic transition will help the partners to confront the economic challenges. In addition, the harmonisation of rules and regulation should in particular facilitate the trading of goods and services, including investment. As a concrete step to implement the Barcelona Declaration’s objective of creating an area of shared prosperity, the Declaration establishes the objective to form, by the year 2010 as a target date, an Euro-Mediterranean Free-Trade Area. This free-trade area is supposed to link together the 15 EU Member States and the 12 Mediterranean Partners. Together with EFTA and Central and Eastern European candidate countries for EU enlargement (CEECs), at a later stage, this zone will include some 40 States and 600-800 million consumers, i.e. one of the world’s most important trade entities 

Eastern Europe and Central Asia

EU/EC relations with the Russian Federation are based on the Partnership and Co-operation Agreement (PCA), which provides for trade liberalisation and closer relations, as well as on a Common Strategy, aimed at strengthening the strategic partnership with Russia and addressing common challenges on the European continent. Recent developments in the relationship include the establishment of a High-Level Group to develop the concept of a common European economic space between Russia and the EU, as well as the launching of thematic dialogue on energy, space and science and technology co-operation. It is essential to maintain and intensify the political dialogue and to use assistance programmes to strengthen all aspects of civil society and free media, as well as the judiciary, and to support Russia’s integration into international institutions, e.g. Council of Europe, OSCE, G8 and WTO. The Tacis programme supports improving the framework necessary for stimulating foreign as well as domestic investment through inter alia improving corporate governance as well commercial courts. 

Balkans

The EU is the most important trading partner for the region. At present between 60-90 % of the exports of the countries of south eastern Europe are to the Union. Duty free access to EU markets to products from these countries can promote needed foreign direct investment and contribute to political and economic stabilisation in the region. Greater inter-regional trade is one of the keys towards greater mutual trust and co-operation. 

Annex 1: Classification of Countries

	COUNTRIES
	POPULATION
	POPULATION BELOW $2 A DAY
	GNI PER CAPITA

	EAST ASIA AND THE PACIFIC
	(in thousands)
	( in thousands)
	(dollars)

	MIC
	
	
	

	American Samoa
	65
	n.a.
	2996-9265

	China
	1261000
	677157
	840

	Fiji
	810
	n.a.
	1830

	Kiribati
	91
	n.a.
	950

	Korea, Rep.
	47000
	<940
	8910

	Malaysia
	23000
	n.a.
	3380

	Marshall Islands
	52
	n.a.
	1970

	Micronesia, Fed. Sts.
	118
	n.a.
	2110

	Palau
	19
	n.a.
	2996-9265

	Papua new Guinea
	5000
	n.a.
	760

	Philippines
	76000
	n.a.
	1040

	Samoa
	169
	n.a.
	1460

	Thailand
	61000
	17202
	2010

	Tonga
	100
	n.a.
	1660

	Vanuatu
	200
	n.a.
	1140

	Total MIC
	1474624
	n.a.
	

	LIC
	
	
	

	Cambodia
	12000
	n.a.
	260

	Indonesia
	210000
	116130
	570

	Korea, Dem. Rep.
	23620
	n.a.
	<755

	Lao PDR
	5000
	3660
	290

	Mongolia
	2000
	1000
	390

	Myanmar
	46000
	n.a.
	<755

	Solomon Islands
	442
	n.a.
	630

	Vietnam
	79000
	n.a.
	390

	Total LIC
	378062
	n.a.
	

	Total East Asia and the Pacific
	1852686
	n.a.
	


	COUNTRIES
	POPULATION
	POP. BELOW $2 A DAY
	GNI PER CAPITA

	MIDDLE EAST AND NORTH AFRICA
	(in thousands)
	( in thousands)
	(dollars)

	MIC
	
	
	

	Algeria
	30000
	4530
	1590

	Bahrain
	690
	n.a.
	7640

	Djibouti
	660
	n.a.
	840

	Egypt, Arab Rep.
	64000
	33728
	1490

	Iran, Islamic Rep.
	64000
	n.a.
	1630

	Iraq
	23264
	n.a.
	n.a.

	Jordan
	5000
	370
	1680

	Lebanon
	4000
	n.a.
	3750

	Libya
	5540
	n.a.
	2996-9265

	Morocco
	29000
	2175
	1180

	Oman
	2395
	n.a.
	6720

	Saudi Arabia
	21000
	n.a.
	6900

	Syrian Arab Republic
	16000
	n.a.
	990

	Tunisia
	10000
	1000
	2090

	West Bank and Gaza
	2945
	n.a.
	1610

	Total MIC
	278494
	n.a.
	

	LIC
	
	
	

	Yemen
	18000
	8136
	380

	Total LIC
	18000
	n.a.
	

	Total Middle East and North Africa
	296494
	n.a.
	


	COUNTRIES
	POPULATION
	POP. BELOW $2 A DAY
	GNI PER CAPITA

	EUROPE AND CENTRAL ASIA
	(in thousands)
	( in thousands)
	(dollars)

	MIC
	
	
	

	Albania
	3000
	n.a.
	756-2995

	Belarus
	10000
	<200
	2990

	Bosnia and herzegovina
	3923
	n.a.
	1260

	Bulgaria
	8000
	1752
	1510

	Croatia
	4000
	<80
	4510

	Czech Republic
	10000
	<200
	4920

	Estonia
	1000
	52
	3410

	Hungary
	10000
	730
	4740

	Isle of Man
	75
	n.a.
	2996-9265

	Kazakhstan
	15000
	2295
	1190

	Latvia
	2000
	166
	2860

	Lithuania
	4000
	312
	2900

	Macedonia, FYR
	2000
	n.a.
	1710

	Poland
	39000
	<780
	4200

	Romania
	22000
	6050
	1670

	Russian Federation
	146000
	36646
	1660

	Slovak Republic
	5000
	<100
	3700

	Turkey
	65000
	11700
	3090

	Turkmenistan
	5000
	2950
	840

	Yugoslavia, Fed. Rep.
	11000
	n.a.
	756-2995

	Total MIC
	365998
	n.a.
	

	LIC
	
	
	

	Armenia
	4000
	1360
	520

	Azerbaijan
	8000
	768
	610

	Georgia
	5000
	<100
	590

	Kyrgyz Republic
	5000
	n.a.
	270

	Moldova
	4000
	1536
	400

	Tajikistan
	6000
	n.a.
	170

	Ukraine
	50000
	15500
	700

	Uzbekistan
	25000
	6625
	610

	Total LIC
	107000
	n.a.
	

	Total Europe and Central Asia
	472998
	n.a.
	


	COUNTRIES
	POPULATION
	POP. BELOW $2 A DAY
	GNI PER CAPITA

	LATIN AMERICA AND THE CARIBBEAN
	(in thousands)
	( in thousands)
	(dollars)

	MIC
	
	
	

	Antigua and Barbuda
	68
	n.a.
	9190

	Argentina
	37000
	n.a.
	7440

	Belize
	255
	n.a.
	2940

	Bolivia
	8000
	4112
	1000

	Brazil
	170000
	43180
	3570

	Chile 
	15000
	2760
	4600

	Colombia
	42000
	12054
	2080

	Costa Rica
	4000
	932
	3960

	Cuba
	11234
	n.a.
	n.a.

	Dominica
	73
	n.a.
	3260

	Dominican Republic
	9000
	1440
	2100

	Ecuador
	13000
	6799
	1210

	El Salvador
	6000
	3240
	1990

	Grenada
	98
	n.a.
	3520

	Guatemala
	11000
	3718
	1690

	Guyana
	863
	n.a.
	770

	Honduras
	6000
	4128
	850

	Jamaica
	3000
	756
	2440

	Mexico
	98000
	34104
	5080

	Panama
	3000
	753
	3260

	Paraguay
	5000
	2465
	1450

	Peru
	26000
	10764
	2100

	Puerto Rico
	3920
	n.a.
	2996-9265

	St. Kitts and Nevis
	41
	n.a.
	6660

	St. Lucia
	156
	n.a.
	4070

	St. Vincent and the Grenadines
	115
	n.a.
	2690

	Suriname
	415
	n.a.
	1350

	Trinidad and Tobago
	1301
	n.a.
	4980

	Uruguay
	3000
	198
	6090

	Venezuela, RB
	24000
	6360
	4310

	Total MIC
	501539
	n.a.
	

	LIC
	
	
	

	Haiti
	8000
	n.a.
	510

	Nicaragua
	5000
	n.a.
	420

	Total LIC
	13000
	n.a.
	

	Total Latin America and the Caribbean
	514539
	n.a.
	


	COUNTRIES
	POPULATION
	POP. BELOW $2 A DAY
	GNI PER CAPITA

	SUB-SAHARAN AFRICA
	(in thousands)
	( in thousands)
	(dollars)

	MIC
	
	
	

	Botswana
	2000
	1228
	3300

	Cape Verde
	441
	n.a.
	1330

	Equatorial Guinea
	454
	n.a.
	1170

	Gabon
	1237
	n.a.
	3180

	Mauritius
	1186
	n.a.
	3800

	Mayotte
	145
	n.a.
	2996-9265

	Namibia
	2000
	1116
	2050

	Seychelles
	81
	n.a.
	7310

	South Africa
	43000
	15394
	3020

	Swaziland
	1045
	n.a.
	1290

	Total MIC
	51589
	n.a.
	

	LIC
	
	
	

	Angola
	13000
	n.a.
	240

	Benin
	6000
	n.a.
	380

	Burkina Faso
	11000
	9438
	230

	Burundi
	7000
	n.a.
	110

	Cameroon
	15000
	n.a.
	570

	Central African Republic
	4000
	3360
	290

	Chad
	8000
	n.a.
	200

	Comoros
	558
	n.a.
	380

	Congo, Dem. Rep.
	51000
	n.a.
	100

	Congo, Rep.
	3000
	n.a.
	630

	Côte d'Ivoire
	16000
	7904
	660

	Eritrea
	4000
	n.a.
	170

	Ethiopia
	64000
	48896
	100

	Gambia, The
	1286
	n.a.
	330

	Ghana
	19000
	14174
	350

	Guinea
	7000
	n.a.
	450

	Guinea-Bissau
	1207
	n.a.
	180

	Kenya
	30000
	18690
	360

	Lesotho
	2000
	1314
	540

	Liberia
	3130
	n.a.
	<755

	Madagascar
	16000
	14240
	260

	Malawi
	11000
	n.a.
	170

	Mali
	11000
	9966
	240

	Mauritania
	3000
	2061
	370

	Mozambique
	18000
	14112
	210

	Niger
	11000
	9383
	180

	Nigeria
	127000
	115316
	260

	Rwanda
	9000
	7614
	230

	Sao Tomé and Principe
	149
	n.a.
	290

	Senegal
	10000
	6780
	500

	Sierra Leone
	5000
	3725
	130

	Somalia
	9711
	n.a.
	<755

	Sudan
	29677
	n.a.
	320

	Tanzania
	34000
	20298
	280

	Togo
	5000
	n.a.
	300

	Uganda
	22000
	n.a.
	310

	Zambia
	10000
	8740
	300

	Zimbawe
	12000
	7704
	480

	Total LIC
	609718
	n.a.
	

	Total Sub-Saharan Africa
	661307
	n.a.
	


	COUNTRIES
	POPULATION
	POP. BELOW $2 A DAY
	GNI PER CAPITA

	SOUTH ASIA
	(in thousands)
	( in thousands)
	(dollars)

	MIC
	
	
	

	Maldives
	276
	n.a.
	1460

	Sri Lanka
	19000
	8626
	870

	Total Mic
	19276
	
	

	LIC
	
	
	

	Afghanistan
	26550
	n.a.
	<755

	Bangladesh
	130000
	101140
	380

	Bhutan
	805
	n.a.
	550

	India
	1016000
	875792
	460

	Nepal
	24000
	n.a.
	220

	Pakistan
	138000
	116886
	470

	Total LIC
	1335355
	n.a.
	

	Total South Asia
	1354631
	n.a.
	


Source : World Bank Development Report, 2002

Annex 3

	
	IMPORTS TO EU
	
	
	EXPORTS FROM EU
	
	
	

	
	
	Share of
	
	
	Share of
	
	TRADE

	COUNTRIES
	Rank
	EU Total (%)
	Mn Euros
	Rank
	EU Total (%)
	Mn Euros
	 BALANCE

	East Asia and Pacific
	
	
	
	
	
	
	

	Cina
	3
	6,9
	70103
	7
	25422
	2,7
	-44681

	Malaysia
	15
	1,7
	16887
	25
	0,9
	8380
	-8507

	Latin America 
	
	
	
	
	
	
	

	and the Caribbean
	
	
	
	
	
	
	

	Brazil
	14
	1,7
	17474
	13
	1,8
	16488
	-996

	Chile
	38
	0,5
	5098
	40
	0,4
	3443
	-1654

	Middle East 
	
	
	
	
	
	
	

	and North Africa
	
	
	
	
	
	
	

	Egypt, Arab Rep.
	41
	0,3
	3377
	27
	0,8
	7828
	4450

	Sub-Saharan Africa
	
	
	
	
	
	
	

	Chad (LIC)
	155
	0,01
	62
	154
	0,01
	88
	26

	South Africa (MIC)
	19
	1,4
	14406
	23
	1,2
	11659
	-2747



Source: DG Trade, 2000
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