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ABSTRACT

EVOLUTION OF EU’S DEVELOPMENT POLICY

GUR, Mehmet Emre

M.A. in European Union Relations
Supervisor: Dr. Cengiz Aktar

May, 2007, 78 pages

Globalisation process hasn’t been that generous in the allocation of richness gained while it is
continuing to accumulate capital with an increasing speed. While the gap between poor and
rich is getting larger, problems of developing countries and the politics of development are
becoming much more important.

European Union, itself a model of development, has a great role during all these processes. As
the biggest offical aid donor and trading block of the world, the analysis of European Union’s
development policies constitutes itself a necessity for profound comprehension of
development policies future.

In this context an analysis of factors effecting European Union’s development policies has
been made in the first part. The evaluations are made in the context of the end of Cold War

and Globalisation while analysing the member states influence and enlargements of Union.

In the second part, in the concern of an integral study the international organisations working
in the field of Development and their relations with the European Union has been studied.

In the third and the last part, the last situation in the European Development Policy and its
contribution to reach Millenium Development Goals has been demonsrated in the context of

agreements made by African, Caribbean and Pacific countries
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OZET

EVOLUTION OF EU’S DEVELOPMENT POLICY

Giir, Mehmet Emre

Avrup Birligi Iliskileri Yiiksek Lisans Progranm
Tez Danismani: Dr. Cengiz Aktar

Mayis, 2007, 78 sayfa

Kiiresellesme siireci diinyaya biiyiik bir zenginlik kazandirmakla beraber bu zenginligin
dagitilmasinda ayni1 comertligi gosterememistir. Bu sliregte zengin ve fakir arasindaki ugurum
artarken kalkinmakta olan iilkelerin sorunlar1 ve kalkinma politikalar1 giderek Onem
kazanmustir.

Tiim bu siireglerde kendisi de ayni zamanda bir kalkinma modeli olan Avrupa Birliginin
oldukea biiylik bir rolii vardir. Disaridaki {ilkelere en biiyiik resmi yardim veren ve en biiyiik
ticaret hacmine sahip olan bir birligin kalkinma politikalarindaki degisimin incelenmesi
gelecekle ilgili analizlerin yapilmasi i¢in gereklilik arz etmistir.

Bu baglamda birinci boliimde Avrupa Birligi i¢inde Kalkinma Politikalarini etkileyen
faktorler iizerinde durulmustur. Uye iilkelerin etkileri, AB’nin yasadig1 genislemeler gz
oniinde bulundurulurken, Soguk Savasin bitisi ve kiiresellesme siireci i¢inde degerlendirmeler
yapilmigtir.

Ikinci boliimde, daha biitiinlesik bir ¢alisma igin uluslararasi arenada kalkinma alaninda
calisan uluslararasi 6rgiitlerin bir analizi ve Avrupa Birligi ile olan iliskileri irdelenmistir.

Ucgiincii ve son boliimde ise Afrika, Karayip ve Pasifik iilkeleri 6zelinde yapilan anlasmalar ve
politikalar c¢ercevesinde AB’nin kalkinma politikalarinin son aldigt hal ve Milenyum

Kalkinma Hedeflerine ulasmadaki katkisinin ne olabilecegi gosterilmektedir.

Anahtar Kelimeler: Cotonou, Kalkinma Politikalari, Milenyum Kalkinma Hedefleri,
Yaoundé
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1. INTRODUCTION
During last decades industrialization accentuated with the globalization and
information technologies have contributed to the creation of an immense wealth. The
increase in the World wide capital has been guaranteed with the establishment of

international institutions like WTO and IMF.

But the fact that these gains are not distributed equitably is in the middle of the
international actors. The neo-liberal approach guiding the globalization process has
aggravated the situation of Least Developed Countries (LDCs) increasing the gap
between poor and rich. Some millionaires now own as much wealth as the world’s

poorest 2.5 billion people1

In the millennium Summit UN have set out main problems of the developing and
LDC countries and have put some targets for the year 2015 to achieve the goals.

These efforts are not only made by those institutions or persons sensible to poverty
and its problems but there is an increasing importance of the development issues
within the global context. It is principally due to the development of information
technologies; the people are more and more open to the planet’s problems and the
views of famine or violations can mobilize World’s Civil Society in seconds. These
last words of the last sentence are another reason of increasing efforts in the area of
development; the interest of Civil Society to the development. Development NGOs
are actively in the field carrying information and making the world more sensible to

what happens in these countries.

The growing concerns about security are also another highlighted subject of the
world after Cold War. The fragile context of poverty and underdevelopment in many
countries have provided field for development of many illegalities endangering

world peace and security. What has been lived in Afghanistan has been an example

! Cavanagh, J. and Anderson S., 2002. World’s Billionaires Take A Hit, But Still Soar. New York: The
Institute for Policy Studies.



of this situation with the extremists who took power and let terrorism grow. Beyond
peace other issues like drug commerce and woman’s situation is also endangering

world security.

On the other side of the world the concerns are different. Africa has to fight with
AIDS although most of the people are staving. Small islands of Caribbean and
Pacific are fighting with natural disasters while trying to develop their small

economies. But the efforts didn’t help to stop their marginalization.

They are living difficulties with the international situation not really in favor of the
development. Trade liberalization has become a keyword and they are obliged to
give up the control of their economy. Balance of power works usually in disfavor of
these countries. While developing world is making concessions the worlds leading
powers like EU and USA or Japan are still keep on going with farm subsidies.

The failure in Cancun is a significant sign of what has been going on about these
issues. But now with the efforts of attending the Millennium Development Goals a

change in the vector of development is expected.

EU is a key actor in the change of the World’s Development Policies for several
reasons. Firstly it has historic relations with the developing world; most of the
countries are old colonies of some member states and they are still bounded with
some special bilateral agreements. Secondly the development policy of the EC is as
old as the Community’s history since Treaty of Rome. Thirdly Europe itself is a
model for development. It is admitted that contexts are different but the evolution of
European Community after World War II with the impetus of regional integration
serves as a model for most of the development issues. Lastly European values are
important for the expected change. Europe is a very good example of combining
social and well fare governance models with market economy. Certainly this is a
unique European experience due to historical reasons but if applied it can be very

good option for the leading of these policies.



Europe has the tools and the ways to lead this development under these
circumstances and can impose his view usually agreed by a majority of states. It is
the World’s bigger trader with the 20per cent of global imports and exports.2 And it

is the World’s biggest donor considering total of its aids.

This gives Europe as a whole saying in all international arenas.

But due to its internal developments EU had some problems to go out to the
international arena for the leading of such global politics. The very essential problem
is the divergence between member states. All member states have very different
agendas and priorities and beyond all recent integration of relatively poor 10
countries to European Union, has complicated all plans for its policies. Concerns
about its own internal policies have also created discussions not only in the Union

but in international plan.

In this analysis the aim is to foresee the evolution of EU’s development policy’s
future. For this reason the departure of analysis is the cooperation model with
African, Caribbean and Pacific states called as ACP group by which a complete
analysis of the whole evolution would be possible. Whole process of these
development policies had passed its evolution in parallel to the globalization of EU
process which extended the scope of policies to all developing or least developed

countries.

To be able to do this analysis the factors influencing development policies will be
given in the first chapter following a plan in which member states actions, the
changes after Cold War and finally the today’s context of globalization and trade

1ssues will be evaluated.

In the second chapter other principal actors in global development policies having

impact on European policies will be analyzed. The principal aim of this chapter

: European Commission, 2002, Making Globalization Work For Everyone: The European Union and
World Trade, Europe on the move series, Belgium.



would be to give a look at the interaction between international actors and where EU

stands in this interaction.

Last chapter is an analysis of Cotonou Agreement prepared under the light of all
actual developments in the world and which is a new frame for the formation of
future development policies. This chapter aims to show broad terms and new outline
of the reform of EU’s development policies and by this way what EU can do in
global politics of development. After a short historic of previous conventions and
their contribution to Cotonou, the actual outcomes and outlines of the last Agreement
is given for at last arriving to the point mentioned as EU in global development

politics.

The aim of this research is not to define all details and all development relations of
the EU but trying to find an answer if EU will manage to lead the future of global
development policy and decrease the gap between the resources spent and the results

obtained in this policy field.



2. FACTORS AFFECTING THE EUROPEAN DEVELOPMENT
POLICY

History of European Aid to development is longer than thought. It has always been
an important aspect of foreign politics —under the influence of colonialist countries-,
but also an important aspect concerning issues like trade and human rights. That’s
why this fact has to be demonstrated by several factors who have contributed to its
formation. Evolution of development policy of European Union is strictly related to
the evolution of international environment and evolution of internal concerns within

the EU’s own structures.

For an exact analysis of this evolution the fall of Berlin wall is an important point
having consequences in both international arena and in the European continent.
Europe has become an international power; as the first commercial power of world
respected in international negotiations, as the first in development aid with a total of
70 per cent of contribution, as the first for humanitarian aid, decisive element for
Kyoto Agreement on environment and finally with Euro, money internationally
recognized. Those factors have increased its involvement more and more in foreign
affairs which has also lead to the tasks on Common Foreign and Security Policy

(CFSP). ?

The choices made in this development process have also witnessed an evolution
process underlining more and more the process of regionalization and regional
integration by also the effect of economic liberalization in the world. With the

Cotonou Agreement’s signature this process has been baptized.

During this analysis it is also very important to not to forget the influence of other
international institutions, who are actors of great importance, and how they affect the

evolution of European Development Policy.

? “Unité de I'Europe: Un projet pour le 21e Siecle” Jacques Delors’s Speech pronouncing “Lectio
Magistralis” in the opening session of academic year 05/06 in European College of Parma, 05.11.05



Meanwhile in most of the researches the reaction to the evolution of this policy by
the receiver of this European aid to development is underestimated. The
transformation of all politics is highly related to the actions and steps taken by the
beneficiary parties and it has become more important with the introduction of
conditionality to the European aid with concerns of efficiency of international aid.
Lately this word of conditionality is tried to be smoothened with the concept of
contractility. But political conditionality persists as an important component of

untying European aid.

Before any such analysis of the all stakeholders it is necessary to see the real factors
that had real impact on the European policy of development. Analysis of tools or
other concept constitute the more technical side and are far away to give a clear
response to our questions. This is why they will all be treated in the context of their

use.

Since the foundation of FEuropean Community there have been too many
developments in international politics. The European Community’s history has been
the witness of the history of Cold War which has been shaped by ideological
differences and under this ideological curtain all other aspects haven’t been taken
into consideration. The end of Cold War has been followed by intensification of all
kinds of international relations. The problems of the poor and developing countries
have become clearer in this international context. Increase of interdependence and
interaction pushes all stakeholders to move on through actual problems of the planet.
The Millennium Summit has very well put diagnosis on the current problems of the

world and set important goals to be reached in 2015 for overcoming these.

Poverty, universal education, gender problems, violence and wars in poor countries
are very important problems to be handled in the future of the world for a more

secure and more human future.* While security issues are discussed more and more,

* http://www.un.org/millenniumgoals/ accessed on March 1st 2006



the casual connection between poverty and violence become more evident. This fact

creates a motivation for the resolution of these problems.5

The reading of history after Cold War requires a high interest in economic
developments as well as other aspects of this economic development. Globalization
and the history of last decades constitute one of the principal elements of our context.
Globalization is a concept that is vulgarly used possessing economic connotation as
well as other many aspects concerning politics civil society sovereignty and etc.
Context of Globalization pronounced here has to be kept in mind all along the lecture

of this research.

This evolution in European politics can also be vastly explained by successive
enlargements, differential rates of global development, the collapse of communist
ideology in Central and Eastern Europe and the reorganization of international trade
under the auspices of the World Trade Organization (WTO). As can be easily
remarked the subject of development requires a multidisciplinary and deepened

analysis of all facts contributing to its formation.

Staying in the European frame; one of the most essential aspects to be analyzed in
this subject is the influence of member states and enlargements to the evolution of
development policies. In parallel to this, end of bipolar system has been an important
direction change in this evolution. Thirdly economic globalization has to be
considered as an important component that designates in fact the general frame of all

the developments.

5 Krueger, A. and Maleckova.,J., 2002. Education, Poverty, Political Violence and Terrorism: Is there
a casual connection?. NBER Working Paper, 9074 pp. 31, 32



2.1 MEMBERS AND ENLARGEMENTS OF THE EU AND THEIR
EFFECTS ON THE EVOLUTION OF THE EU DEVELOPMENT
POLICY

Members have tried to oblige EC to be engaged in the politics of development since
the very beginning. It is impossible to avoid noticing that these relations are still
largely based on the ties established during the colonial period. France has close
links with its francophone former colonies; the UK has developed its relations with
former colonies within the fifty-member Commonwealth, and Belgium, Italy, Spain
and Portugal similarly maintain special interest in their previous dependencies.’

The changes in EU membership that occurred over time have clearly influenced the

geographical scope of, and political climate for, EU development cooperation

policy.”

France initiated this most openly by lobbying for the association paragraph’ of the
Rome Treaty, resulting the community development cooperation policy which says
that signatory countries; intending to confirm the solidarity which binds Europe and
the overseas countries and desiring to ensure the development of their prosperity, in

accordance with the principles of the Charter of the United Nations.®

The newly established European Community became a kind of obligatory associate
for Africa. In 1957 four of six signatories of Rome Treaty had overseas territories,

mostly in Africa. Lately Danish integration to EU has increased this number.’

Following that period Yaoundé has been signed. Yaoundé agreement period has
continued till the 1975 just after United Kingdoms acceptation to the European

Community. This period had lasted with the expansion of EC development aid to 43

6 Lister, Marjorie, 1997,European Union and the South : Relations with Developing Countries.
London, UK: Routledge, p. 42

7 Arts, K. and Dickinson A., 2004. EU Development Cooperation, From Model to Symbol,
Manchester: Manchester University Press, p. 13

¥ Preamble of Treaty of Rome (2002), 7" point article 131 to 136

9European Commission, 1998, The EU and the Overseas countries and territories, Germany, p. 13



African, Caribbean and Pacific countries with a new agreement; Lomé that finally

was including 69 ACP states in its last midterm review on 4 November 1995.1°

Even if the first efforts were concentrated on a limited number of ACP countries, in
fact the process of Yaoundé and Lomé had extended its scope to other developing
and least developed countries until Cotonou. This extension has changed direction
with the adhesion to Union of countries that don’t have any former colonies. The
Globalization of Development politics according to other criteria like income is

much related with the enlargements.

As Bettina Schneeweis Director of Development Policy Forum has said, every
enlargement of the EU has always given rise to new development policy approaches
and encourages Community to stretch its activities to areas, which are more closely

linked to the new member states.'!

It is possible to make an analysis of each country but instead for a general view of
the evaluation it is more appropriate and realistic to divide the analysis of countries
in two; France and the others as a distinct separation of tendencies between two

groups; the traditionalists and reformists.

The first analysis is on France because of its particular importance in European
Development politics that will be treated in the next chapter. The contribution of
other countries has been modifying the context that France has established since
Treaty of Rome, so the second part of this chapter will examine what the

enlargements have brought to the EU development policy under French influence.

10 European Commission, 1998, The EU and the Overseas countries and territories, Germany, p. 13
"' The Enlarged EU, Partner of Developing World, Summary Report from the Conference of
International Policy Dialogue, 7-8 April 2003



2.1.1 France

France is the member of the Community which is most remarkable and committed
about development policies because of its relations with mostly African countries

and its efforts to maintain his influence on world politics.

The efforts of France for the implementation of a European development policy are
usually explained as sharing the cost of maintaining its influence over African
countries. It is, from another point, clear that French policy had also passed an
evolution which can be easily explained with all the elements already given in terms
of mobilizing factors which lead to change.

While France had to put distances with Africa because of some political and other
internal reasons, it had to move towards Europe because of economic reasons. On the
other side, its ambitions to carry on as a big international power and world power had
always stopped him quitting Africa. Two-thirds of French bilateral aid goes still to

Africa.'

French influence on the evolution of European Community Development Policy has
been realized by several different means:
e Finance:
France has always been the main contributor of the European Development Fund
whose structure and functioning is totally inspired by French style. The EDF is
programmed for five years and does not belong to community budget. It is
funded by national contributions of member states and it is managed by member
states without the involvement of European Parliament. EDF committee is led by
Commission and funding proposals are accepted by a qualified majority of
representatives of member states.'”
As a big contributor (24,3 per cent of EDF in Cotonou) France lobbies usually for

its privileged African partners. This is where the evolution had been realized.

"“Groupe Agence Francaise de Developpement. 2005. France and the United Nations Development
Peace Security Human Rights. Paris, p.15
"> European Commission. 2002. European Development Fund in a Few Words. Belgium, p.4

10



France lobbied for the allocation of EDF to the best performing or promising
countries during Lomé 1,2,3. This has changed with the influence of other
member states, within the enlargement process and turned more and more into

aid to the poorest.

Table 2.1: Official Development Assistance of France

Official development assistance
2003 2004 2005

ey TP (R sfrd wEl T % iy ¥ % foread 9 %
1. Bilateral aid 4413 BEA% faa B851% 3 88.8%
Misistry of Forelan Wlfsirs 1006 15 108
Mirkstry of Fisance and AFD 1M1 148 Rh L
[her ministres axd adminstralve opekas 163 1748 177k
S dm s
L ] e | 230
sranis 278 3006 HE =]
debt relef 1885 151 a8
L Multiatesal aid 18 281 2 Sges 2 10.6%
Europrean akd 1350 W% 148 o048% 141 18.25%
arw i 0 i il & B
United Beklans zzencias ia 1% 15 20% 1 TPy
Dessinpaent hanks and funds 50 A% L] g0 ] (4]
Totzl Fareign goveraments (-1 8.0 (44 0iiuG 7004 37.3%
BHI (EUR bay 1550 1631 e
ODA (e French overseas lerriteris] o 641 080% L% [Lai%
3. French oversaas territeeles (Maalle i Wiks-md-fle 145 % 14 2.8% 2 214
Total 004 {incl. Fremch ovorseas territories) B 420 100.8% 58 100.0% T80 | 100.0%
& {EUR ba) 136 1631 1
RA TEnd. Fraach cverseas: terriiories) b GRI (gl 1.42% [LELLH

Source: 2005 France and the United Nations Development Peace Security Human Rights, Groupe

Agence Frangaise de Developpement, Paris 2005 p.14

e French influence on organization of European development institutions:

This influence has been constituted by the establishment of Commissions
structures in the frame of French institutions and experience which is
understandable considering the engagement of this country in the developing
regions of the world.

The situation within the institutions has been maintained with the French civil
servants existence in these posts. The Development Commissioner has always

been French from 1958 to 1985 (Lemaignen, Rochereau, Deniau, Cheysson,

11



Pisani) and they carried on strict relation with national representatives in
Brussels. '

e French attitude about context and extension of aid

All among the evolution process of development aid the specific link to Africa
has been kept with efforts of France. Even the Lomé convention, perceived as an
important passage to the new system in conformity with International Economic

Order, has some colonial basis.

When negotiations with UK have taken place in 1975, France accepted that some
British colonies can join the Association, and it maintained that only African and
Caribbean British colonies should become the signatories. The idea behind was
keeping the privileged relation with Africa. The shift From Yaoundé to Lomé
shows in fact the permanency of a regional approach defended by French against
a more global framework for European policy as advocated by Britain, the

Netherlands and Germany.15

2.1.1.1 Changing Context And Its Reflections On The Evolution Of French
Policy Of Development

After the 1990s the relations with developing or the least developed world has
changed context. Multilateral institutions started to play a greater role while ACP
countries were marginalizing. Europe and certainly France had to change their

priorities mostly concerning African cooperation.

The change of interdependence situation into a dependence situation of
developing and least developed countries on industrialized ones is a major factor
who led to these evolutions thus a very essential element of Lomé convention has

disappeared.

14 Claeys, Anne-Sophie, 2004.,EU Development Cooperation from Model to Symbol. Manchester:
Manchester University Press pp.114-117
" Ibid, pp.116-117

12



The part of ACP countries in international trade has passed from 3 per cent to 1,5

in 20 years period starting from 1970.

The debt problem of ACP countries also contributed to a greater involvement of
International Finance Institutions and France has come to points with these
structures with its Abdijan doctrine by which the French loan was conditioned to
a prior agreement with IMF or the World Bank.

This has also been en evolution on the policies of EU and the member states who
have accepted the model of “Washington Consensus” instead of developing an

alternative model.

On the period of passage to Euro the French policies generated a debate once
again as some of African countries have been using CFA Franc whose currency
had been pegged to French Franc. But with the positive opinion of Council given

on 23 november 1998, France maintained these agreements.16

The changes after Post Lomé conventions:

The position of France evolved around preservation of a specific global
agreement and a different trade regime with the ACP countries. France defended
the regional based approach designed by the commission in order to create
Regional Economic Partnership Agreements (EPA). The most important issue
seemed to be trade and French wanted to avoid the standardization of the EU

ACP relationship."”’

The debate about including the EDF in the Community budget is relevant to
understand France’s change of attitude towards the importance of the EU- ACP
relationship. The French, the Danes and the Luxemburgers contribute
proportionally more to the EDF than to the Community budget. France provides

24.3 per cent of the EDF while it funds ‘only’ 17 per cent of the Community

16 Muller, K., 2002. European Monetary Union in Africa. International Affairs, 13 (2), pp.7-14
17Claeys, Anne-Sophie, 2004.,EU Development Cooperation from Model to Symbol. Manchester:
Manchester University Press, p. 124
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budget. This position as first EDF contributor gives France a certain legitimacy
among both donors and recipients of aid, as well as symbolic and political power.
However, France has now been converted to the idea of including the EDF in the
Community budget and tries to convince its reluctant partners. One can ask if
France now thinks that, compared to its high financial involvement in the EU—
ACP partnership, political feedback is insufficient. It appears that the economic
rationale defended by the Ministry of Economy and Finances carries off the
philosophy of the Ministry of Foreign Affairs. This example shows that French
internal divergences have an impact on the definition of France’s official position
towards European policy. In the Cotonou Agreement, the EDF is still based on
state contributions but France has officially asked DG DEV to study inclusion of

the fund in the Community budget."®

2.1.1.2 The Reforms in French and European Development Policies

The essential aim here is to explain how the changes occurring in French policies
will modify the role of France in the European development policy making.

Despite the French domination in development issues for a very long time, today
the thought for development is AngloSaxon. This change has obliged the French
to take part and evolve in some means like efforts for more participation and less

hierarchy.

Haut Conseil de la Coopération Internationale has born for this purpose of filling

the gap between the authorities and the civil society."’

Another constraint that both France and Europe have to face is the decreasing aid

budgets and new priorities in development. The need for new approaches has

" Ibid , pp.114,117
' Cumming, E., 2000. Modernisation without ‘banalisation’: towards a new era in French African aid
relations?.Modern and Contemporary France, 8 (3), pp. 359-360

14



been very well understood by France and on the Paris Conference she offered

taxation of ticket planes for a globalization fund.*

France is further critic in some points that European policy has come; lack of
coordination and complementarity within member states, aid efficiency and

evaluation problems are just some of them.

In conclusion, despite the important role of France in development issues, it is
losing its influence day by day under the effect of its own choices as well as the
international and regional developments. That fact can be explained by the
change of priorities of France considering the increasing importance of European

Union.

2.1.2 THE EFFECTS OF OTHER MEMBERS AND ENLARGEMENTS
ON THE EVOLUTION OF THE EUROPEAN DEVELOPMENT
POLICY

The reason of consecrating a special place to the France is evident as the country
nearly founder of this policy and a very big contributor in this sense.

But the history of evolution of European development policies is also a history
contributed by other enlargements and member states. Each state offered a new
perception and new possibilities for the development of these policies.

“Today’s EU development cooperation is therefore very much a product of history

and of the history of enlargement.”*!

Enlargements had three effects on the policy evolution:
1 They modified the geographical scope of policies
2 They had important effects on the political priorities

3 They changed the substantive orientation 2

20 hitp://abhaber.com/haber_sayfasi.asp?id=10429 accessed on 06.03.2006
! Conference of International Policy Dialogue. 2002. The Enlarged EU, Partner of Developing
World. Berlin, pp.3,4
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In this chapter only substantive and geographical changes will be treated as they both

include the change of political priorities.

2.1.2.1 Geographical Changes

Geographical changes have had occurred under three stimulus; firstly with the
adhesion of colonial powers bringing into Community program their ex-colonies,
secondly with the integration of countries who opened new borders with developing
world, and thirdly with the integration of countries defending a more globalist
approach of development that led finally to the extension of EU development

programs to the planet.

United Kingdom’s adhesion to the European Community is an important example of
changes concerning geographic scope. When UK joined to the EC in 1973, the group
of recipients the group of recipients of EC development assistance was expanded to
include a large number of the UK’s Commonwealth cooperation partners in

Aglophone Africa, the Caribbean and Pacific.”

Enlargement towards Spain and Portugal had similar effects about the geographical
scope of the development cooperation.

Spain has reinforced cooperation with Cuba in 1980’s and 1990’s. And the efforts of
two countries have resulted with the start and intensification of development

. . . . 24
cooperation with Latin America.

When we consider earlier integration of Greece in 1981 to the European Union
together with Portugal’s and Spain’s adhesion in 1986, another channel of
cooperation seems inevitable for the European Community with Mediterranean

countries.

22 Arts, K. and Dickinson A., 2004. EU Development Cooperation, From Model to Symbol,
Manchester: Manchester University Press, p. 102

2 Glaser, T., 1990, EEC-ACP cooperation: the historical perspective. The Courier, 120, p. 22

24 Ravenhill, J., 2006. Back to the Nest, Europe’s Relation with African Caribbean and Pacific Group.
PEIF Working Paper, 12 (9) , p.10
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Once again Spain’s efforts have been important in the intensification of relations
with Mediterranean countries which can be easily understood from the name of
process; Barcelona.

It is possible to say that adhesion of Spain and Portugal has had a two folded impact;
firstly with their former colonies integration to the EU development assistance

programs, secondly taking more attention to the Mediterranean.

Later enlargement with Austria, Finland, and Sweden brings a new dimension to the
policies taking into consideration that these countries didn’t have a colonial past.
From one part their location seemed to accelerate the cooperation with Central and
East Balkans, the other part lead to a more global policy not according to geography

(motivated by historical reasons) but according to politics and visions.

For the last and bigger enlargement of EU with 10 countries, it is hard and early to
predict what kind of changes will be analyzed. Financial structure of these countries
are obviously not in the point of contributing to the instruments like EDF and more.
As Poul Nielson indicated the membership these 10 countries have created new EU
borders, and it is natural that these countries argue in favor of support for stability in

Balkans, the Caucasus, and in the Central Asian Republics. 25

But one of the most difficult challenges will be the policy making on this issue as
others because the mechanism of 15 is still in place for 25 countries with very

different perspectives.

* Conference of International Policy Dialogue. 2003. The Enlarged EU, Partner of Developing
World. Berlin , p. 20
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2.1.2.2 Substantive Changes
The enlargements in process have transformed substantive direction and policy

climate in EC development cooperation.

One important aspect is the engagement of countries like Germany, Denmark,
Finland, the Netherlands, Sweden, the UK.

This group of countries has two sub groups; Nordic Countries and “Utstein” group —
Germany, the UK, the Netherlands, Norway, the UK- and they work in coordination

for their purposes with a larger budget in the field of development.

Their influence is great on the setting of new development agenda of EU by adding
new issues like gender, debt relief, and efficiency of aid or poverty alleviation as

well as making a more global policy.

The new adherents don’t seem to have this positive effect on cooperation thus they
themselves are in somehow process of development and haven’t resolved all the
problems of their transformation. This is one of the challenges of the European
Union; last adherents to the Community would undeniably like to concentrate on
their region towards Caucasus while old system would be defended by powers like

France.

Financial support potentials and interest of new members seem to be another
question for the future of these policies. Countries like Malta or Cyprus with a very

small scope has no interest or intention in supporting such global activities. *°

A very important point discussed in this subject is the coherence and consistency of
policies pointed out in several occasions. But as the evolution of process continues
the challenges between member states will be solved according to international

order’s standards as it has always been in responsive politics of the European Union.

% Ibid., p.24
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Another factor changing very significantly the vector of European development

policies has been the end of bipolar world.

2.2 END OF BIPOLAR WORLD AND ITS EFFECTS ON EC
DEVELOPMENT COOPERATION

Europe’s enlargement history and the evolution of policies can’t be read without an
analysis of Cold War era and changes that have occurred just after this process.

Fall of Berlin Wall had put an end to bipolar world dominated by the war of
ideologies and created hope that this occasion can now be a motor for development

process. The result of those thoughts had been a big deception.

The financial means previously tied up in the arms race couldn’t be used to help the
poor; the idea that aid would no longer be based on Cold War rivalries but on need

had been misplaced.27

The European aid in this period of Cold War can be however commented positively
with large concessions but without concrete results, the Community offered itself to
the developing countries as a being partner. It was to be a middle way, an alternative

to the domination of the USA or the USSR*®

Furthermore, in an era of Cold War, Lomé aid was to be non-political in so far as it
was to be made available to all ACP states, which covered a wide political and
economic spectrum. This fact avoided also the establishment of conditionality in
political priorities of EC.” Because before the Cold War any request in political

means was evaluated as interference to a State’s sovereignty.

27 Arts, K. and Dickinson A., 2004. EU Development Cooperation, From Model to Symbol,
Manchester: Manchester University Press, p. 8

28 Lister, M., 1997. European Union and the South: Relations with Developing Countries. London:
Routledge Press , p. 25

* Ibid., p.18
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Throughout the Cold War period, the ACP countries were at the top of the
Community’s ‘pyramid of privileges’. Other groups of countries (the Mediterranean,
Latin America, Asia) appeared further down, while the Eastern European countries

were not even on the pyramid.

The pyramid of privileges has since shifted such that it is almost unrecognisable: the
regions closer geographically to the Union have risen in importance.

The ACP countries are no longer privileged to the extent they once were. The
globalists have won the argument in that there is a wider EU role in the world,
although the regionalist legacy remains in the EU’s preference to deal with third

countries collectively.30

Peace and prosperity didn’t start in Europe just after fall of iron curtain as it is
expected by many people. On the contrary, instability and wars have taken place
mostly in Central and East Europe because of disintegration of multinational states,
and apparition of nationalism, and the hard passage to the market economy and

democracy in the poor conditions left from their old system.

However, the end of the Cold War directly initiated a process of change in EU
development cooperation. The changed geo-political situation that emerged during
the 1990s had a profound impact on the European Union’s external cooperation
priorities. 3! In this context, the EU’s objective interests have led it to give priority to
the stability and development of neighbouring countries and to aid for countries in

crisis in the regions nearest to the EU.

The end of Cold War era has made Community realize its immediate environment in
need for urgent assistance for them but also for the stability of the continent. The
approach to them has been designated since the very beginning with clear declaration

that all European states are clear candidates, but beyond these declarations

% Grilli, E., 1993. The European Community and the Developing Countries. Cambridge: Cambridge
University Press., pp.150-151

3 European Commission. 2000. Communication on the European Community’s Development.
Brussels p. 4
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Community had no choice in economic and political terms. The problems in its
immediate borders like the reunification of Germany, the disintegration of the Soviet
Union and the outbreak of large scale armed conflict in, and the falling apart of, the
former Yugoslavia further increased the weight of intra-European problems on the
EU’s agenda. This took away space that previously was available for addressing
development challenges in other parts of the world and made Europe concentrate its

efforts to itself.

As a direct result of the changing interests and priorities, the traditional developing
country cooperation partners of the European Union, notably the ACP countries,
have lost out significantly on their previously largely unchallenged share of structural
European Community development aid. Between 1976 and 1997, Africa was still the
largest recipient of EU aid, and aid to Africa even increased over this period, but by

the mid-1990s it was clearly no longer the privileged aid recipient.*”

Table 2.2: Regional disbursement of ODA by the EC
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2 Cox, A. and Chapman J., 1999. The European Community External Cooperation Programmes.
Policies, Management and Distribution, Brussels: European Commission , pp. 2-4
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As seen in the table, the share of sub-Saharan Africa in total ODA of EC aid has
gone down from 58,9 per cent at the beginning of the 1980s, to 51,1 per cent at the
beginning of the 90s, to some 39,5 per cent after 2000. In contrast, from 90s to 2000,
the Central and Eastern European countries built up a share of 25 per cent of
allocable Community ODA. Just after Cold War the trend had begun by the start of
the PHARE programme in 1990 and rapidly extended thereafter. The share of Asian
countries has also witnessed an increase with Mediterranean countries that had the

third biggest percentage of ODA disbursement of EC.

Another major change that occurred in the 1990s relates to the issue of political
conditionality of Community development assistance. Accordingly, from the early
1990s, human rights, democracy, and later also governance considerations, became
increasingly important determinants in the European Union’s external relations as a

whole.*?

The reappearance of conditionality is also related to the end of Cold War thus the
countries can no longer suppose that this is a political interference but sooner

conditionality will continue its existence under different names.

Essentially, the developing countries claimed that such external support should be
provided ‘non-conditionally’ and that to do otherwise would constitute unwarranted
interference in their domestic affairs and would be ‘neo-colonial’ in character.
Although largely unsuccessful at the global level, where Cold War considerations
had a particular impact on aid allocations, such demands clearly had an impact in

shaping the terms of the Lomé Convention.**

33 Arts, K. and Dickinson A., 2004. EU Development Cooperation, From Model to Symbol,
Manchester: Manchester University Press p. 9
** Tbid p. 19
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2.3 CHANGES IN THE ECONOMIC STRUCTURE: GLOBALIZATION
AND TRADE

The economic context has also profoundly changed in strict relation to political
aspect and that had enormous repercussions on the evolution of European Policy of
Development. This reality can be examined in two parts; liberalization of economy
with globalization, and European response to this world in terms of trade to make a

final analysis of its reflections on the developing or least developed countries.

2.3.1 GLOBALIZATION

The process of globalization of economy is a phenomenon changing radically today’s
world. Itis a vague concept that has too much confusion about its definition.

Lead by the dominant ideology of neo-liberalism, globalization concentrates the
power day by day in the hands of big multinational companies that are managed by

one impulse that of profit making despite the efforts of social responsibility.

Neo-liberal globalization as procured by the dominant ideology has effects like
destruction and delocalization of services and industries, salary decrease, and other

basic gains offered by economies. =

This neo-liberal theory argues against two important assumptions of development
theory: that the Third World constitutes a special case and should therefore be
offered special concessions, and that the state should play a major role in economic

development. *°

The actors in the World politics are in the position to support this process as seen in
States by deregulations and privatizations of public services IFIs in their support to

the situation etc...

% Definition by www.ecorpa.org/observ.htm accessed on April 2006
% Slater,R. and Schutz B., and Dorr S., 1993. Global Transformation and the Third World. London:

Routledge Press, pp.126
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This world order has been accentuated by the gaining of power of international
institutions like IMF, World Trade Organization, World Bank who act in conformity
with the dominant ideology according to which the poor development performance is

due to incorrect government policies not to the hostile international system.

Despite the critics, it is true that Globalization offers in fact great opportunities too.
Increase of number of exchanges, new technologies, foreign investments,
development of Medias and other communication channels have already contributed
to the growth of World Economy but with one problem the disparities in the
repartition of incomes. The world has become more fragile because of volatility of

capital concentrated in the hands some important actors.

European Union under the influence of this process had to adapt to the context but
not only for himself had it to adapt its responsibilities towards the countries in which
it is in cooperation. But as Jacques Delors has said, globalization requires
contributions of Europe about its internal experience but also about the creation of

new ideas... Europe has a different and moderate approach to issues like free trade®’

2.3.2 TRADE

The analysis of globalization leads automatically to the question of trade.
Globalization inevitably requires as a precondition; opening of all closed markets
which means important discussions in the core of World Trade Organization and
other IFIs. As a very important actor in trade issues economic structure changes in

the world requires a special focus on Europe and its trade policy.

Trade is a key concept in the realization of MDGs and for the commitments of EU
for its development policy through which it contributes to these goals. It is obvious
that in nearly all fields of development policies there is a call for action in trade

1ssue.

7 “Unité de I'Europe: Un projet pour le 21e Siecle” Jacques Delors’s Speech pronouncing “Lectio
Magistralis” in the opening session of academic year 05/06 in European College of Parma, 05.11.05
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The aim of this chapter is not to define all trade relations of the EU and its partners
but to redefine importance of the issue considering great links of trade with

development.

EU is usually evaluated as a soft power and one of most important resources of this
soft power is its great trade potential and its network of trade all among the world.
For some analyst trade is the most important policy area influencing the developing

countries over which the EU has competency. 3

Trade between developing countries and the EU mirrors their increased integration
into the world trading system. After several years of sluggish growth, developing
countries’ exports to the EU have increased by 15 per cent per year on average since
1995 and their trade balance with the EU went into surplus in 1999. Developing
countries as a whole now account for 42 per cent of total EU imports, representing €

432 billion in 2000.%

Table 2.3: EU trade with developing countries 1995-2000 (billion €)
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* Van Reisen, M., 1999. EU ‘Global Player’: the North-South Policy of the European Union.
Utrecht: Eurostep International Books, p.129

39 European Commission. 2002. Trade and Development, Assisting, Developing Countries to Benefit
From Trade. Brussels
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External trade in goods became an undisputed exclusive EU competence having a
solid legal basis coming from treaties. On the article 133 of Consolidated Treaty all
methods of decision making in this issue have been clarified. This legal authority is
well used by European Community who is now totally responsible for negotiation in

the WTO and other bilateral and multilateral trade relations. *

Table 2.4: Share of World Trade
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Another internationally important character of EU is its dominant presence in world
trade. In 1997 the EU accounted almost 38 per cent of the total of global exports with
a good rate of profit. *' As the graphic above shows clearly after the enlargement of
2004 EU has become the biggest trade actor. That gives him a big saying in the

international trade talks in the core of WTO.

The problem with the trade in Europe is the incoherence of views among member
countries. There are those who defend a liberalization of trade against those who are

more protectionists and this conflict may have bad repercussions on the evolution of

0 http://ec.europa.eu/comm/trade/issues/newround/index_en.htm access on 24th of March 2006
' Van Reisen, M., 1999. EU ‘Global Player’: the North-South Policy of the European Union.
Utrecht: Eurostep International Books, p.129
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development policy. But it wouldn’t be wrong to say that general tendency in the

world had its way in EU policies toward a more liberal trade.

When talking about EU’s trading relations with the developing countries it is
possible to analyze a transition from particular and specialized arrangements to a
contemporary approach to treat all countries as much as alike as possible, ignoring to
large degree differences of geography. Treaty changes in 1990s, by which integrating
the developing countries into global economic system is aimed had also that effect.*?
But a big problem persists about the changes in policies, that of decision making
difficulties in the European Union despite the outside view that the Commission is

the leading instance.

Article 133 of the Consolidated Treaty explains the decision making procedures in
complexity. In practice the EU’s decision-making process for international trade is
dependent on an extensive consultation process between the Commission and the
Council. European Parliament has no formal power under treaty provisions for trade
policy, although its assent is required if a treaty or association agreement is involved

or where budgetary issues or the co-decision procedure is required.

According to these procedures, whatever concessions or innovations with a third
party remains subject to EU approval. And Commission cannot expect the Council to
accept whatever deal it negotiates. This creates a coherence problem accentuated
with the member states divergent views and agendas. The problem here is highly
related to the dichotomy of the liberal economy supporter countries and the countries

defending the protection of internal markets.

2 Holland, M., 2002. European Union and the Third World. USA: Palgrave Macmillan Press, p. 140
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Such tension between two economic paradigms, leading to different practices at
various policy levels creates contradictory policies that are incoherent with the

objectives of the EU development policy.*’

But some contradictions can be analyzed also through the measures taken as seen in
example of Lomé that was aiming to promote trading relations and improve EU-ACP
balance of trade by giving non-reciprocal preferential access to ACP countries. The
result was an adjustment in trade balance but as a side effect the ACP dependency on
raw materials has been promoted in exchange for importing primarily industrial

goods from Europe. **

As can be understood easily from the EU’s trade with ACP countries has fallen while
it has been increasing with other developing countries despite the Lomé
Convention’s privileges

In consideration with its policies two important fields are worth to be considered in

detail for EU’s trade efforts for a better development:

2.3.2.1 Trade Relations with ACP in the Context of Development

While talking about relation of EU’s trade and development policies; it is important

to have a look at its trading relation with developing countries.

In terms of trade relations, we can divide the developing world into two groups; ACP
states and the non ACP, Least Developed Countries that at least until Lomé IV,
benefited from negotiated trade preferences; and the other, all remaining countries

that were subject to GSP regime. s

* van Reisen, M., 1999. EU ‘Global Player’: the North-South Policy of the European Union.

Utrecht: Eurostep International Books, p. 143
* Holland, M., 2002. European Union and the Third World. USA: Palgrave Macmillan Press, p.147
45 ..

Ibid p. 143
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ACP countries were in the top of pyramid of preferences created by EU in 1975,
concerning market access to non-members thanks to Lomé who is a negotiated

agreement contrary to the GSP given by the EU unilaterally.

Evolution of trade in the last quarter of 2000s had led the EU to adopt a system of
trade depending on regionalization of external relations. This new system is very
criticized on the issue of competition capacity of each country mostly the LDCs. But
the EU has finally accepted the idea that non-reciprocity has to be rule for the LDCs.

All other trade relations after year 2000 were to be based on reciprocity. *°

Another important point is that 45 of ACP states are LDCs and there is a
heterogeneous structure among these countries.*’ Only a small number of countries

are doing more than half of the export of ACP countries.

Although this pyramid has changed too much in shape with the gaining power of
liberal approaches, the ACP states keep being in the center of discussions. Many
ACP states will have their preferences further reduced under Cotonou Agreement
and will probably enter new reciprocal regional or sub-regional agreements by

2008.%8

2.3.2.2 Trade Relations with Latin America (MERCOSUR) in the Context of

Development

First trading relations with this region have been established in 1971 with the
introduction of GSP provisions offering a prospect of a fair trade with Europe. But
the privileged statute of ACP countries and member states politics inside the
Community didn’t permit development of these relations until adhesion of Portugal

and Spain. Successive agreements signed have followed the years until the end 2000

Ibid p. 145

47T http://www.un.org/special-rep/ohrlls/ldc/list.htm accessed on May 30th

48 Claeys, Anne-Sophie, 2004. EU Development Cooperation from Model to Symbol. Manchester:
Manchester University Press, p. 42
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when EU concluded a trade agreement with Mexico for the creation of continental-

wide free trade area.

However, MERCOSUR, who comprises about 50 per cent of total EU exports to
Latin America, has increasingly become the EU’s preferred framework for relations
arguably at the expense of the other Latin American cooperation agreements signed

with the EU.*

But for keeping connected with the reality MERCOSUR is composed of a group of
economically metrical developing countries, with immature democratic structures
and they have a vulnerable character against the mechanism of international

€Conomics.

The relations with Latin America is not a privileged one for all member countries
and poses some challenges; funds that shall be canalized in this process, coherence
and coordination of EU donors, and offering more efficient aid to the region.
Improving the dialogue with the regions countries also constitutes another important

challenge. %0

Another problem concerning trade with Latin American region is that the agreements
don’t include Andean Community and Central American countries. They can only
benefit from the General System of Preferences (GSP). And secondly these trade
agreements don’t deal with what Latin American Countries request; access to EU’s

agricultural market. >'

Banana trade war has been an obvious example of difficulties of adaptation in
agricultural policies and trade, against the USA. Since Lomé 1 ACP states have been

given preferential statutes by the EU in the trade of bananas for some historical and

* Holland, M., 2002. European Union and the Third World. USA: Palgrave Macmillan Press., p. 55
> Christian, F., 2000. European Union as a Global “Civilian Power”: Development ~Cooperation in
EU-Latin America relations. Journal of Interamerican Studies and World Affairs, 42 (2), p.80

>! Ibid p. 81
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developmental reasons. In the process of United States reclamation through the
GATT talks, EU has been punished and has been asked to abolish the preferential
statute of ACP states.

Banana Trade wars have taken an important place in the discussion of international
trade and in EU-ACP relations.

EU had to then choose trade liberalization because of these external pressures as well
as the resistance in the EU because of the failure of the existing preferences.

As a consequence of all EU has integrated trade to its implementation of
development policies and the Commission has pushed the development agenda on

that basis.

At Doha at the end of 2001 for the first time ever, countries reaffirmed development
objectives as a main focus of the new WTO round —Doha Development Agenda
(DDA)-. It was then recognized that development, peace and security were
inextricably linked, and that trade generated income, created wealth and jobs and
finally, contributed to narrowing the gap between developed and developing
countries... It is commonly accepted that free trade is crucial to enhancing the ability

of developing countries to finance their own development.52

Ove Ullerup in the same conference expressed that it is also necessary to go beyond
technical assistance by doing comprehensive reviews of trade issues in developing
countries, to come up with a plan for these countries that ensures there are no

.. . . . 33
missing links regarding export issues.

As far as trade and development is concerned, market access alone is not a means for
fostering development in developing countries. This is an experience which has been
learnt from 25 years of the Lomé Convention where the ACP had the best market

access granted by the Community to any third partner in the world.

52 Conference of International Policy Dialogue. 2003. The Enlarged EU, Partner of Developing
World. Berlin. p. 35
> Ibid. P.78
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3. THE GLOBAL CONTEXT OF DEVELOPMENT:
INTERNATIONAL COOPERATION WITH OTHER ACTORS
FOR DEVELOPMENT

The analysis made till here was a Eurocentric one. It is also of great importance to
add global context to the parties already treated to arrive a total view of evolution of

EU’s development policy.

For this perspective following this overview an examination of the international
institutions who are working also on the subject of development will be given in

relation to European Union.

EU’s development policy is also changing according to the other actors in
international arena and adapting itself to the conjuncture. It is often argued that EU’s
development policy is usually a responsive one constituted by the actual situation
and under influence of different paradigms and concessions between member states
instead of being planned in advance for more precise purposes. Lack of CFSP can be
one reason of it and reciprocally the evolution in the development policies also lead

formation of a CFSP.

As coherence is becoming one of the most discussed topics in the development
policies the EU has to pay more attention on the coherence both intern plan and

extern plan.

These actors are most importantly the International Financial Institutions in (IFIs) the
UN system. An analysis on evolution of EU development policy requires only the
analysis of some very important actors as UNDP, IMF, WB and WTO. NGOs are
also important international actors in the formation of policies but of course their
influence is to some extent as they are not in donor position or can redirect the

change. The WB and the UN are the most determined institutions who have the
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development on the top of their agenda, but other institutions also have significant
influence on development issues.

With the efforts of these institutions the increasing importance of development has
attracted more attention followed by international conferences. The most remarkable
ones were the World Summit for Social Development (Copenhagen, 1995),
Millennium Declaration in 2000 and Doha Development Agenda (November 2001),
Monterrey Development Round (2002), World Summit For Social and Sustainable
Development (Johannesburg 2002).

In order for the international community’s commitment to attaining the MDGs and
expanding world trade is to be reflected consistently and effectively on the ground, it
is essential to strengthen coordination and cooperation between international
organizations. This means not only avoiding wasting time and resources, but also
pooling ideas and competencies.™

In order to do this it is important to see with what international community is

occupied.

WTO members decided the next trade negotiations after Doha, Qatar should be
“Development Round” which should place developing countries interest for the
future. But doubts have been raised after Cancun and Mexico.

Another important example initiative was the debt relief launched by IMF and WB in
1996 with the name of HICP (Heavily Indebted Poor Countries) initiative. The
developed countries have committed $41 billion for debt relief with a comprehensive

approach.

In this chapter firstly Bretton Woods Organizations which are World Bank and
International Monetary Fund and their impact on EU development policies will be
analyzed, secondly a closer overview of EU and WTO relations through

liberalization of commerce and integration of trade to development policies would

>* Groupe Agence Francaise de Developpement. 2005. France and the United Nations Development
Peace Security Human Rights. Paris, p. 15
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take place and lastly the EU efforts will be placed in the context of UN systems

actions in the field of development.

31 BRETTON WOODS ORGANIZATIONS: WORLD BANK,
INTERNATIONAL MONETARY FUND

These institutions were established just after WW I with the decision taken in Bretton
Woods Conference for establishment and maintenance of the economic order after
war. The Bretton Woods Institutions — the International Monetary Fund (IMF) and
the World Bank — are powerful organisations whose potential capital base exceeds
$500bn and have a very different voting mechanism depending on financial
contributions of the states.

Within the Bretton Woods Institutions (BWI), the EU stands somewhere between the
United States as the dominant major shareholder and the large group of borrowing
countries. With its economic clout and “soft power” credentials, it could and should

play a much larger role in these powerful 01rganisations.55

3.1.1 WORLD BANK
The mission of development banks like World Bank’® has to follow usually a frame
with four aspects; promotion of socio-economic development, improving living

quality, poverty alleviation, providing public goods to all worlds disposal.

World Bank created with a spirit of Marshall Plan occupies a central place
concerning the aid to the developing countries. Essentially this financial aid took
form of loans to be granted for infrastructure projects but soon turned into
institutional reforms in favor of liberalization. It has five agencies, International
Bank for Reconstruction and Development (IBRD), the International Finance

Corporation (IFC), International Development Association (IDA), Multilateral

Shitp://europesworld.link.be/europesworld/PDFs/Issue2/EW2 1.3 Fischer Why Europe should_spe
arhead IMF _and_World_Bank_reform.pdf accessed 23.02.2006
°% http://www.worldbank.org/ accessed January 2006
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Investment Guarantee Agency (MIGA), International Centre for Settlement of

Investment Disputes (ICSID).

The main responsibility of WB group is to help developing countries by Grants and
Loans which are usually linked to certain number of conditions which are usually
related to Western views such as free market. This approach is usually criticized
because of perverse effects on development of countries that are not ready for the

international competition of their own market.

WB is a part of UN system but with a different structure of governance. Plus the
basic rights that all members have, the contributors gain additional vote right

depending on amount of their contribution to the institutions budget.

The European Commission and the World Bank are strategic partners in the effort to
eradicate poverty in the world. Both base their programmatic assistance on the
recipient countries’ strategies [such as Poverty Reduction Strategy Papers (PRSPs)],
underlining the importance of the principles of country ownership, participatory
approach and accountability. Harmonization is a major part of the common agenda.
The Commission works with the World Bank to increase aid effectiveness through
closer alignment of implementation procedures with partner country systems. The
Commission contributes to several multi-donor trust funds managed by the World
Bank and regulated by a Trust Fund Framework Agreement, including funds for the
Heavily-Indebted Poor Countries Initiative (HIPC) and Afghanistan and Tsunami

reconstruction.”’

7 hittp://www.eurunion.org/legislat/EcFinIntlDevAid/IntiDevAid/IntIDevAidHome.htm accessed
April 2006
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3.1.2 INTERNATIONAL MONETARY FUND

The IMF® is an international organization of 184 member countries. It was
established to promote international monetary cooperation, exchange stability, and
orderly exchange arrangements; to foster economic growth and high levels of
employment; and to provide temporary financial assistance to countries to help ease

balance of payments adjustment.”

The IMF is the referee and, when the need arises, rescuer of the world’s financial
system. It was set up to supervise the newly established fixed exchange rate system.
After this fell apart in 1971-73, the IMF became more involved with its member
countries’ economic policies, doling out advice on fiscal policy and monetary policy
as well as microeconomic changes such as privatisation, of which it became a
forceful advocate. In the 1980s, it played a leading part in sorting out the problems of
developing countries’ mounting debt. More recently, it has several times co-
ordinated and helped to finance assistance to countries with a currency crisis.”’
The primary mission of the IMF is to provide financial assistance to countries that
experience serious financial difficulties. In return, the countries are usually required

to launch certain reforms, an example of which is the "Washington Consensus".*!

Critics on IMF has focused on this issue because she got involved with many other
issues which created problems for the evaluation of IMFs work.
After Latin America, another example of where IMF Structural Adjustment
Programs aggravated the problem was in Kenya. Before IMF got involved in the
country, the Kenya central bank oversaw all currency movement in and out of the
country. IMF mandated that Kenya central bank had to allow easier currency
movement. However, the adjustment resulted in very little foreign investment, but
allowed Kamlesh Manusuklal Damji Pattni, with the help of corrupt government

officials, to siphon out billions of Kenya shillings in what came to be known as the

>% http://www.imf.org/ accessed May 2006, www.wikipedia.com May 2006
% http://www.imf.org/external/about.htm May 2006

° www.wikipedia.com May 2006

%! http://www.uiowa.edu/ifdebook/ June 2006
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Goldenberg scandal, leaving the country in a state worse than that which it was in

before the IMF reforms were implemented.62

The International Monetary Fund is another important partner of the European
Commission. IMF macroeconomic programs with developing countries are usually a
condition for the disbursement of EC macroeconomic assistance. The IMF plays an
important role in debt-reduction initiatives, improving public financial management

and accountability, financial sector reform and the fight against money laundering.63

3.2 WORLD TRADE ORGANIZATION

As previously told Trade is a very key concept for EU’s relation with third countries
considering EU’s high volume of trade and part in international trade system. This is
why World Trade Organization® (WTO) is a very important institution having
significant affects on the evolution of EU’s development policies.

WTO is the fruit of negotiation cycles on international trade, and created upon the

decision in 1994 and became operational in 1995.

WTO rules have to be taken as reference in the conclusion of all commercial
exchanges and commercial agreements. This is also why EU had to act on Lomé
convention which was not in conformity with WTO standards because of the fact that
some of the preferences provided by EU are considered by some countries as

discriminatory and non reciprocal.

Millennium Cycle is the WTOs most important effort stimulated principally by
European Union in the subject of development.

The challenges of the millennium year have changed the priorities and ask for new
thinking about solutions of some problems on the agenda. Conciliation of demands

on economic growth and integration of developing countries to international

62 Teunissen, J.J. and Akkerman A., 2005. Helping the Poor? The IMF and Low-Income Countries.
Fondad Press, p.13

3 http://www.eurunion.org/legislat/EcFinIntlDevAid/IntlDevAid/IntIDevAidHome.htm accessed

February 2006

%% http://ec.europa.eu/comm/trade/issues/newround/index_en.htm accessed February 2006
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economics, protection of environment social rights and establishment of an
international system of exchanges based on rules are some issues that have been

problematically held in this cycle.

EU insisted on the integration of the developing countries to the global economy by
making them participate more actively to the multilateral commercial system. Results
are to be revised soon but it is clear that new commercial regime of WTO has too
much influence on the relation of EU with developing countries particularly the ACP

states.

3.3 UN ORGANIZATIONS AND UNDP

UN contributes to the development efforts by many of its organs and activities.
Principally the UNDP (United Nations Development Program) and UNCCD (United
Nations Conference on Commerce and Development) but also United Nations
Educational, Scientific and Cultural Organization (UNESCO), International Labor
Organization (ILO), World Health Organization (WHO), Food and Agriculture
Organization (FAO).

UNDP is the principal organ of technical assistance of UN for Southern countries
created in 1965. Its aid, without serious imperative conditions on the contrary of
IMF’s Structural Adjustment Program, consists of formation of directors for
development projects, establishment of cooperation between countries o the same
region, cooperation of different operational services of UN in the developing

countries.

Contribution of UNDP to the evolution of development policies has been immense.
The annual “human development report” is very important in this point of view.
Another important contribution of UNDP is the concept of Human Development
Indicator (HDI) which is used as an indicator of development situation in a given
country taking into accounts principally life expectancy, education and income level

contrary to Bretton Woods organizations who used to use only GDI as an indicator.
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The other institutions indicated in the first paragraph carry on parallel and
complementary activities to UNDP but their budgets and influence remain less

significant and the WB and IMF.
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4. THE ROAD TO COTONU AND POSSIBLE EU
CONTRIBUTIONS TO MILLENIUM DEVELOPMENT GOALS

4.1 ROAD TO COTONOU

At last chapter we’ll analyze the current development policy of EU in the light of

first two chapters and with the most extensive development programs analysis. It is

necessary to do this analysis within a historical perspective to see how and why

Cotonu Agreement has come out as reformist development policy fruit. This

historical approach can be divided in three big groups considering the Cotonou

agreement as the new era, the years between 1996 and 2000 as the transition period

for reforms, and the period before these reforms. The table below would let an easier

chronological analysis of the period until 1996.

Table 4.1 : Evolution of the EC-AASM/ACP relationship

Year | Event No. of AASM/ACP | No. of EC
countries countries

1957 | Creation of European Economic | - 6
Community

1964 | Yaoundé I Convention between | 18 6
EC and AASM

1969 | Yaoundé 1II Convention, EC- | 18 6
AASM

1975 | Lomé I Convention between EC | 46 9
and ACP group

1980 | Lomé II Convention, EC-ACP 58 9

1985 | Lomé III Convention, EC-ACP 65 10

1990 | Lomé IV Convention, EC-ACP 68 12

1995 | Lomé IV bis, EC-ACP 70 15
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4.1.1 THE PERIOD UNTILL 1996

This period starts just some year after Treaty of Rome and goes until 1996 where the
need for reform has been really high and a return was exaggerated. It can be divided
into three important periods in relation to radical changes in policies; Yaoundé I and
Yaoundé II are in the first period starting in 1964 with a few number of countries,
Lomé I, Lomé II, Lomé III are the conventions just after Yaoundé and created in a
favorable climate to developing countries. Lomé IV has been different in many terms
than the first three Lomé Conventions because it has been prepared under the

influence of neo-liberal wave that caught EC policies.

4.1.1.1 Yaoundé I, IT

This period has started with the formulation of Yaoundé Convention referred as
Yaoundé I in 1964. It was signed between 6 member states and 18 Associated
African States and Madagascar (AASM) who has 80 per cent of their trade with EC

and 98 per cent of aid related to EC.%

Then there is second Yaoundé Convention that enters in force in 1971. These two
Conventions have possibly contributed to the relations between Associates and
Community. The Conventions are subject to negotiation and requires ratification of
signatory countries. These properties have led to the organization of AASM for the

formulation of demands.

4.1.1.2 Lomé L, I, III

After second Yaoundé Convention, EC had to face with some external and internal
challenges. The adhesion of UK to the Community and the record high oil prices
who had important effects on the relation of North/South have changed the direction

of EC policies.

% Grilli, E., 1993. The European Community and the Developing Countries. Cambridge: Cambridge
University Press, p.15
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The rationale behind Lomé I embraced all these changes and its provisions at the
time were widely viewed as the most progressive in the world based, at least in

theory, on partnership and solidaurity.66

Lomé has been formulated at this time in 1975 with 46 ACP states.
Lomé Convention has been an essential step for the changes in development politics

with the innovations it brought out:

1 Requirement for the reciprocity in trade concessions was abandoned and all
Community concessions are given unilaterally

2 Some measures are taken for avoiding bad impact of price fluctuations on export
earnings in instable economies ACP states. The System for the Stabilization of
Export Earnings (Stabex) has been established for this very purpose.

3 Special arrangements are made with the help of additional Protocols for some
sensitive and strategic products like sugar, bananas, rum, beef and veal.

4 The concept of Partnership seems to be another particularity that has been evoked
with Lomé Convention which means that ACP states are fully responsible from their

internal policies and there would be no tied or conditional assistance.

The favorable climate that has contributed to the formulation of Lomé Convention
hasn’t continued too much and neo liberal thought on development as on many other
issues has gained power also with the efforts of WB and IMF as well as other
international actors. However these changes haven’t resulted with a significant

innovation in the Lomé II (1980) and Lomé III (1985).%

% David, D., 2000. 40 Years of Europe— ACP relationship. The Courier, 23 June, p. 12
7 Bretherton, C., 1999. European Union As a Global Actor. London: Routledge Press, p. 118
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4.1.1.3 Lomé IV and Lomé IV bis

EC has witnessed other important events all along this period which took him to the
formulation of Lomé IV with a different perspective. The Enlargements of Greece,
Spain and Portugal who extended aid’s geography as had been set in first chapter, the
establishment of Single Market and increasing influence of liberalization in trade

with GATT rounds are the main factors in that period going towards Lomé IV.

Lomé IV is of ten years duration with a mid-term review rather than full negotiation
at the end of five years as has been the case in other Conventions.

Although the trade and aid approach has been continuing with some little revisions, a
perceptible shift in approach to cooperation partnership had taken place with explicit
political conditionality introduced for the first time. Political conditionality became

an essential element of the new approach to development issues. 68

The change in economic terms can be read by adoption of WB and IMF programs

and their insertion to EU development policies for the first time.

Lomé IV bis has come just after two important changes; the fall of Berlin Wall and
the entry in force of TEU. This is why there are more indications on the “objectives
and priorities of the Community’s cooperation policy”.

There have also been important changes in the reimbursement and audit of financial
assistance with the two tranche system of EDF. The amount of EDF contribution has

been subject to discussions resulting with diminution in only UK’s part. ®

Changes in EU policies and in the international position of Africa led to the
increasing marginalization of the Convention. Nevertheless, there are also significant
sources of strength and stability in the Lomé relationship, which can be considered as

both an alliance and an international regime.70

% Ibid , p. 119-120
% Bretherton, C., 1999. European Union As a Global Actor. London: Routledge Press , p. 121
70 Lister, M., 1997. European Union and the South: Relations with Developing Countries. London:

Routledge Press., p. 168
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4.1.2 THE PERIOD AFTER 1996

The 1993 Treaty on European Union provided a general guide to the objectives of
EU development policy with its article 130. Beyond this, several internal and
external developments have heavily affected the relations of EC and developing
countries. In response to all those the Commission of EU has issued its discussion

Green Paper in November 1996 on the future of Lomé.

Green Paper has been the beginning of discussions about real discussions on the
policies followed till then and the policies that will be followed on.

The challenges of Lomé were clear in many fronts. The majority of countries are still
having serious economic and social problems and dependent on aid. This fact despite
the aid flow had resulted with the conditionality increase and its possible use for

future agreements.

Another important factor was the fall of Berlin wall that changed firstly the
ideological perspective contributing to the allocation of aid on more objective values
and secondly changed the geography of aid because of the need of aid in Europe’s

borders.

Parallel to all the factors above there is also the fact that parameters in the world
order has also been transformed. With the technology and developing
communication systems as well as globalization of trading and financial systems the
world has become smaller in all means and this change supported by neo-liberal
thought became the commonly accepted order of the world. So it has been more

difficult for Europe to maintain special situations as has taken place in Lomé.”!

Another related reason about the difficulty of maintaining privileges is the fact that it
has become more difficult to maintain the relationship on the basis of post colonial

ties and historical perspectives.

! European Commission. 1996. Green Paper on relations between the European Union and the ACP
countries on the eve of the 21st century - Challenges and options for a new partnership. Brussels.
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At the end group to group dialogues gained more weight on the international politics

of the EC and the ACP states have lost a big part of their privileges.

There have been many important critics towards the EUs inner structures and
decision making procedures in this reform process. It is obvious that in comparison
to other donors EU has a great bureaucratic complexity. Another difficulty is the
difficulties of agreement between member states. There are usually big differences of

vision and conception which leads to big discussions without result.

As a result Green Paper has come out with four propositions about the future of
Lomé:

-The status quo: this saw the existing contractual system of non-reciprocal
preferences maintained, if moderately reformed.

- GSP: a uniform application of the EU’s Generalized Scheme of Preferences for the
ACP states, thereby removing trade from any future Europe— Third World
agreement.

- Uniform reciprocity: after an asymmetrical transitional period all ACP countries
would be required to extend reciprocity to the EU in line with WTO rules.
-Differentiated reciprocity: in this option different groups of states or individual
countries were to receive different reciprocal arrangements with the EU, again based

72
on free trade arrangements.

The first option didn’t seem any longer possible and it was obvious that there was a
will to change the policies in European side. But talking about other options, it was

unclear what options the EU would choose.

2 Holland, M., 2002. European Union and the Third World. USA: Palgrave Macmillan Press, p.173

45



At the end the Commission has drawn its policy guidelines after the evaluation of the
Green Papers results. These policy guidelines will also be a basis for the negotiation

mandate.

In summary these guidelines underline essence of poverty alleviation for EU
development policies and introduce a stronger political dimension in parallel with an
emphasis on conflict resolution and prevention. While security issues dominate EU’s
preoccupations with all its aspects, the preoccupation about poverty will be a key

politics to be followed, set out also by MDGs in upcoming years.

Regionalization in economic cooperation has been proposed for further success of
development that hasn’t been appropriately achieved and the road to reciprocity has
been put on agenda. A more balanced country specific partnership has been set as the

direction.

So it can be said that in economic cooperation Commission puts growth,
competitiveness, and employment to the top of its preoccupations. Regional
integration is a main point in changing guidelines of Commission considering the

scope and effects of these policies.

4.2 COTONOU AGREEMENT

Cotonou Agreement signed on 23 June 2003 and entered in force in April 2003
represents a new stage in EU’s cooperation policies for the future under the light of
all discussions taken place in the reform period. Much of the general experience and
acquis of the previous twenty five years of Lomé were retained. Reforms were made
under the light of failures; but in particular the institutional and policy-making
contexts of each ACP country were seen as serious and fundamental impediments to
effective development. The failures in trade issue and declining economic weight of
ACP countries was also one of the lessons of past experiences. That’s why new
Agreement had to be placed in an international context which embraces trade

liberalization, democratic institutions, and rule of law.

46



The Agreement conceives the development of Africa a linear evolution towards a
level identical to that of the European Union. This process is expected to pass in four
stages: the programmed end of the unilateral preferences, the regionalization of the
relations, the opening of the African market to the European products and services
and insertion in the world economy, alignment with the rules of the World Trade
Organization (WTO). Pursuing the apllication of Cotonou, bilateral economic
partnership agreements (EPA) are being negotiated. Their exclusively free-tradist
contents are unaware of the economic and political inequalities North-South. The
EPA thus can increase the dependence and the vulnerability of the African

countries.””

The Agreements main objectives are poverty eradication, integration of ACP states
into the global economy within the frame of sustainable development. These main
objectives have led to the creation of three dimension of Agreement: politics, trade,
and development. This time the agreement has been signed for 20 years expecting

more stability will be obtained.

In this chapter Cotonou Agreement will be analyzed as a new model of Development
policy in its differences with Lomé Conventions.

Cotonou approach to development is both integrated and sectoral; operations should
focus on a specific sector (health, transport, etc.) and combine many aspects of
cooperation (economic, environmental, social, etc.) in order to ensure that aid is

better targeted.74

If this Cotonou approaches as a whole catch a success then it can be a real reference
for global development policies increasing importance of EU in the international
arena.

The partnership in Cotonou is based on five different pillars; political dimension,
promotion of non-state actors, development strategies and priorities, a new

framework, reform of financial cooperation.

3 Tshimbuluy, R., 2005. Résistances Africaines. Maniére de Voir, 79, p-43
4 Seminar of Fraser Cameron in Istanbul, December 2005
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4.2.1 POLITICAL DIMENSION
The key elements of this pillar are enhancing local capacities for peace-building and

conflict resolution, respect for democracy and human rights, and good governance.

4.2.1.1 Enhancing Local Capacities for Peace Building
Establishment of a democratic climate is a very important aspect of Cotonou
Agreement. This is why conflict resolution and peace building have become an

important aspect of political dimension.

Conflict prevention is a concept with a large definition; it comprehends the cases in
which violence apparition is imminent but also avoiding that such situations never

occur.

In a large sense conflict prevention actions can be grouped under the title of peace
settlement. Conflict prevention policies can be essentially used when there is some
tension but peace consolidation policies can be used in all phases of conflicts and

peace.

There are three main areas of action concerning peace consolidation and conflict
prevention: reinforcement of capacities of peace consolidation, early detection of

possible trouble making issues, on time political action after analysis of situation.

European Commission supposes that the success in the evaluation of conflicts reside
in a rapid reaction and active prevention and it has many non military intervention
instruments for these crisis situations like technical and financial aid to the regional
and international organizations, Non Governmental Organizations (NGOs) and etc.

The regulations of EU on Human Rights foresee clearly, action of Community in
favor of operations aiming at conflict prevention and its consequences; particularly
support to the creation of rapid alert structure, measures of confidence, promotion of
humanitarian law and support to the international regional or local organizations

acting in the domain of conflict prevention.
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Thanks to its Council EU had developed better understanding that its development
policy can be very useful to conflict prevention as it is the reason of most of the

conflicts.

However there are disputes about peace settlement and development subjects
relations as peace is a concept in the context of security for a determined time in
comparison to development. But all the actors agree on the effect of conflict on the

development process of developing countries.

The measures on the development policies have to favor sustainable development
with an optimization of its socio-political impacts so that they contribute to solve the
profound causes of conflicts. The allocation of Lomé Convention’s resources has

also been done with this view.

Support to democracy is one of key aspects of peace settlement, used as a tool for
peaceful conciliation of different interests. Cotonou Agreement is envisaging support
to democracy’s development in all countries with its openly explained aims of

participative development and good management of public affairs, governance.

4.2.1.2 Good Governance

Governance is a key concept put as a condition by EC usually in its development
policies for certain reasons. This concept is totally new and different than Lomé

system.

During the discussion on reform of EU’s development policies the inefficacity of
Lomé agreement despite the advantages it has given was discussed and a very
important cause has been determined as the inefficacity of developing countries
institutions and their system of public management. Under the future ACPEU

partnership, assuming that aid is more selective and linked to assessment of "good
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governance", one criterion could be how much effort is invested in social and other

.. . . . 75
policies designed to improve access to productive resources and boost employment.

But as this concepts definition is a bit vague Commission didn’t explain what is
required for good governance. It has only demonstrated that principle of partenariat
wasn’t respected because of weak institutional capacities of ACP countries and their
dependency on aid. The European aid also didn’t encourage internal effort for the

creation of this capacity despite its increasing conditionality.

Cotonou has put special emphasis on the good management of public affairs and a

regular dialogue has been established to treat this issue.

Corruption also constitutes an important place in Cotonou Agreement. All countries
have agreed on new procedures for the serious cases of corruption. This mutual
action on corruption is a real innovation in international scene of relations.

This corruption procedure is extensive in its application. It concerns all the financial
involvements of EU including EDF and all situations having bad effect on

development.

This is certainly important for the European side that has to deal with continuous
questions about where the aid goes. The European Union will be credible to its tax

payers with these implications.

4.2.1.3 Respect for Democracy and Human Rights

These are essential elements of Cotonou described in 9™ Article and are expected to
designate the main conduct of all stakeholders in development policies. Firstly
human rights are defined as universal, indivisible and interrelated. All human rights

and basic freedoms have to be protected and promoted under the Agreement. Second,

"> European Commission. 1996. Green Paper on relations between the European Union and the ACP
countries on the eve of the 21st century - Challenges and options for a new partnership. Brussels.
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universally recognized democratic principles must underpin the legitimacy and
legality of State authority. And thirdly the Agreement stipulates that the structure and
the authority of government shall be founded on rule of law possessing an

independent legal system.

Article 96 puts in evidence that breaches of these elements may ultimately lead to a
country facing suspension from the Agreement. Any party to the Agreement can
bring such a breach to the Council of Ministers which, within 15 days, must then
engage in ‘consultation’ with the offending country on how best to remedy the
situation. Where consultation proves unsuccessful or is refused, or in cases where
immediate action is necessitated, ‘appropriate measures’ in accordance with
international law and proportional to the violation, may then be taken. Full

suspension from the Agreement is seen as a measure of only last resort (Article 96).”

But this side of Agreement is also subject to critics. The evaluation criteria and the
follow up conditions are not clear. There should be a possibility for the ACP
countries to oppose the litigation. But according to critics a camp (European Union)
cannot make decision or the sanction which relates to the other camp (Africa)
without the opinion or the vote of this one and the dialogue relating to the suspension
of the assistance must thus be done either between the Union and the country in

infringement but between the two big groups.”’

"*Holland, M., 2002. European Union and the Third World. USA: Palgrave Macmillan Press, p. 202
"7 Tshimbulu, Raphael Ntambue, 2005, « L’Union Européenne Sous le Feu de Critique », Résistances
Africaines, Maniere de Voir 79, p. 43
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4.2.2 PROMOTION OF NON-STATE ACTORS

Non-state actors have gained power in last decades in the entire world but and their
implication in the formulation and application of policies have become an important
aspect of political life. European Union on its side takes necessary steps and non-
state actors are really actively lobbying in Brussels and Strasbourg. The counter part
is usually missing in this relationship on the side of developing countries and
Cotonou Agreement put special emphasis on this subject because of its multiple

positive aspects.

Participation of non-state actors is indicated as a fundamental principle in article 2
saying that the partnership is open to all sections of society, including private sector

and civil society.

As has been indicated, these non-state actors include private sector as well as Civil
Society Organizations. So a two folded analysis is required first on Civil Society

Organizations and secondly on private sector.

4.2.2.1 Civil Society Organizations-NGOs
The definition of civil society is a discussion in itself but in international relations
most common used term for organizational form of Civil Society Organizations

(CSOs) is the term NGO.

Role of NGOs have considerably changed today, and their presence is increasing

without interruption.

Cotonou Agreement makes it clear that the partnership is open to non-state actors of
all kinds as it is indicated in the related article.”® Therefore it is important to note that
introduction of these principles to the Cotonou Agreement is just a beginning phase

and it is far away from reflecting the effective passage to this system.

8 Cotonou Agreement, 2002, Article 2, title 1, chapter 1
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It would be inappropriate to expect a sudden engagement of Civil Society in the
process due to the fact that most of developing countries and LDCs don’t have such

structures.

But it is also evident and experienced that it isn’t true to leave all the responsibility to
only state actors in developing countries, and engagement of NGOs will certainly be
a way to participative democracy but also a way of putting peaceful pressure on the
decision-making process. Stakeholders will all be represented which will result with

the adoption of these policies by the Society herself.

In fact Commission supports since 1974 Civil Society based projects, with the belief
that NGOs serve as vehicles to attend poorest and marginal people. This role seems
to increase with increasing importance of Civil Society and success of development

policies.

4.2.2.2 Private Sector

Private sector occupies a key place as a motor of growth and principal potential
source of employment in most developing countries. But the private sector in
developing countries is facing now too many difficulties after WTO’s new rules who

obliges them to the global competition.

European Union plan for supporting private sector in Lomé Convention was
consisting of three main objectives; employment increase by supporting Small and
Middle Enterprises, poverty reduction in informal sector by supporting micro

enterprises, and finally increasing exports by development of exchanges.

During the reform discussion between 1996 and 2000, the attention was taken on
establishing a better relation of private sector and ACP states. Further in the process
of Cotonou the efforts for attracting private investment have been increased as a

motor for the economic growth.

53



4.2.3 DEVELOPMENT STRATEGIES AND PRIORITIES

The integrated approach of partnership stresses three key areas for cooperation. First,
economic development, with the focus on investment and private sector development
(eg, enhancing export activities); macroeconomic and structural reforms and policies
(eg, liberalizing trade regimes); and sectoral policies (eg, developing the industrial,
trade and tourism sectors). Second, social and human development with a focus on
social sectoral policies (eg improving education, health and nutrition systems, and
integrating population issues into strategies); youth issues (eg protecting the rights of
children and youth, particularly girls); cultural development (eg, recognizing,

preserving and promoting the value of cultural traditions and heritage).

Table 4.2: Funding for EC ‘priority areas’ from Country Strategy Papers in
2002

EU Priority Sector - Share of total resource allocation

Tra u:hle and development

Others
1
Support for
Macroecon omic
Institutional capacity policies
building, good
govemance and
the mle of law —
Support for

) social sectors
Food security and rural

development

I
Transport

Source: Annual Report on the EC development policy and the implementation of external assistance

2003

The situation in 2002 as seen in the table is a good concretization of EU’s priorities.

Support for social sectors is in the leading position and followed by transport.
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424 A NEW FRAMEWORK

Cotonou sets ambitious objectives about the realization of essential and fundamental
democratic elements and in other domains but this approach itself is a difficulty. A
framework for partnership may be able to contribute to these objectives, but it is
unreasonable expectation of Cotonou that it alone can achieve these outcomes.”

The Community’s policy will take care of these developing countries social and
economic constraints in two ways; through social and human development policy

(poverty alleviation), and secondly through cooperation and enhancing capacities of

ACP states in international organizations.

All these objectives require a special attention but between them, poverty alleviation,

trade, sustainable development and agriculture are the ones to be handled carefully.

4.2.4.1 Poverty Alleviation

The European Commission is formally governed by the ‘campaign against poverty’
mandate enshrined in the Maastricht Treaty and the Council Resolutions of 1993 on
the fight against poverty and of 1996 on Human and Social Development (HSD), but
there is no overarching commitment to PR. France and Spain have not given explicit

priority to PR.

UN have fixed the period between 1997 and 2006 as decade of poverty alleviation
sooner this decision is integrated in the Millenium Development Goals.

A great number of countries have committed themselves to Poverty Alleviation by
several measures like employment stimulation, or microcredit projects fully

supported by donors like World Bank.

An overarching PR goal represents the strongest and most comprehensive
commitment by a donor, since in principle all their

activities should be oriented and justified in terms of the ultimate goal.

7 Holland, M., 2002. European Union and the Third World. USA: Palgrave Macmillan Press, p. 204
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4.2.4.2 Trade

The issue of increasing trade levels of developing states and their integration to the
international system is one of key elements of new European development policies.
Differentiation in relations for developing countries and for regions has become a
fundamental principle, separating those who are more compatible to competition in
global economy and LDCs which will maintain special protection.

With the new Agreement non reciprocal trade preferences are ended with the aim of
liberalizing trade preferences. But from entry in force of the Agreement a 12 year of
transition period is envisaged at the end of which regional economic partnership

agreements will be established.

To realize the trade related aims two of these stages are really important; replacing
the conditionality with contractility and secondly encouraging the establishment of

free trade zones for finally integrating them to WTO system.

Conditionality has prevailed all among the application of Lomé Convention. But EU
and ACP states have decided to replace it with contract notion and mutual
engagements according to which only countries having good performance would

receive European aid.

With the integration of notions like good governance, EU aims at passing through
contract logic. By this way more responsibility will be given to ACP states who will
in parallel be obliged to develop their governance skills and as a consequence

macroeconomic and sectoral policies.

Creation of Free Trade Areas (FTAs) constitutes second important step in this new
framework of EU. This is seen a new alternative acceptable in the context of WTO
system and who can be beneficiary for gradual integration of weak economies into

international economic system.
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4.2.4.3 Sustainable Development

Sustainable development is defined as “development that meets the needs of the
present without compromising the ability of future generations to meet their own
needs”.* The concept of sustainability refers to management of natural resources in a
way that permits preservation of its future production capacity. This kind of
development procures an economic growth taking care of humanitarian values and

public goods like protection of environment.

Sustainability 21, organized in Finland in 1999 was the initiative influencing the

formation of future European policies that shall be followed.

Along the Cotonou negotiations all these previous inputs have been reconsidered and
EU had tried to carry on its objectives with the participation of ACP states who in
exchange asked for additional financial resources to be able to follow these

principle’s costs.

EU aims to achieve these policies by the full integration of ACP states to
international system which will facilitate the acceptation of new logics of

development strategies.

4.2.4.4 Common Agricultural Policy; Honest Solutions and Discussions

One good concretization of these debates and a very important one on the global
arena is the Common Agricultural Policy. CAP has been a very important
community policy by certainly support of some countries like France. But such
internal policies can have perverse effects mostly in developing countries because of
the subsidies and the surpluses given as a result. This is why discussions on reform
of CAP is a key issue both in internal plan but also external plan considering WTO
talks and situation of Developing countries whose greatest export material is

agricultural products.

80 United Nations Department of Economic and Social Affairs, Division of Sustainable
Development’s definition, http://www.un.org/esa/sustdev/ accessed June 2006
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An analysis of CAP would be useful to enlighten the discussion and would prove
why the CAP is so pathetically debated.

CAP is the original common policy of the EU who has its legal base in Treaty of
Rome (Article 36) with some aims like, reasonable farm incomes, guaranteeing and
increasing the productivity, stabilization of markets and abolition of barriers to trade
in the Community. Being a community policy it is further a reflection of member
states efforts for the protection of their agriculture producers an important branch of
their society. As a welfare state policy CAP has been the subject of big discussions
with the dominant neo liberal world trade system beginning with GATT. CAP still
remained, even reformed, due to the mechanisms of decision-making inside the

Union (strong resistance in the Council and the DG of Agriculture). il

Therefore CAP is not the only agricultural policy to be discussed. As set out by Mark
Malloch Brown the predecessor head of UNDP estimates that farm subsidies of
Japan, USA and EU cost poor countries about $50 billion a year in lost agricultural
exports. By coincidence, that’s about the same as the total of rich countries aid to
poor countries, so they take back with their left hand every cent they give with their

right hand. 82

According to a study of OECD, about potential gains by halving subsidies and tariffs
that distort trade, like those that shield farmers from market forces and encourage
them to plant certain crops, countries like Japan but also the European Union are
very large gainers in terms of overall GDP (gross domestic product). This study
indicates that a world trade deal that cuts trade-distorting farm subsidies and tariffs in
half would boost global income by $US26 billion a year, with more than one third of

the gains going to the European Union.*

81 Arts, K. and Dickinson A., 2004. EU Development Cooperation, From Model to Symbol,
Manchester: Manchester University Press, p. 52

82 Kristof, N., 2002. Farm Subsidies That Kill, NY Times, 22 June. pp.4-5.

83 http://www.smh.com.au/news/World/EU- gains-if-farm-tariffs-cut-
OECD/2006/06/07/1149359776609.html accessed 07.06.06
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Reforming CAP seems to remain a great challenge for Europe and although newly
adherent countries will necessitate changes in the CAP it is hard to envisage how the

interests of the developing world influence this agenda.

This dilemma has increased with the enlargements as has been previously explained.
The approaches of the Nordic states is in favor of a free trade arrangements and on
the other side some other states lead by France and Poland are in favor of keeping the
CAP. But all countries have recognized that it is not right to press on the developing
countries to open their market while EU is trying to protect its own strategic markets

like agriculture.®

Another issue is the enlarging borders of the EU who obliged it to have an eye on the
Mediterranean and took the attention from the African countries because of high
birth rates in poverty conditions whose result is problem of immigration. This can be

counted in many points that affected the ACP policies of EU. 8

The failures in Cancun and Mexico raised doubts and led to discussions about

honesty of big countries of World about the Development Agenda.

Jan Karlson, Swedish Minister for Development Cooperation, made the very
important critics about the subject of the reform in CAP. There is no point in helping
countries to develop their export capacity if we are not ready to give them access to
our markets. Many of these countries have a major development potential in their
agricultural sectors. We must be aware of this when we discuss the Common

Agricultural Policy (CAP).*

84 Arts, K. and Dickinson A., 2004. EU Development Cooperation, From Model to Symbol,
Manchester: Manchester University Press, p. 52

8 Crawford, B., 2004. Why the Euro-Med Partnership? European Union Strategies in the
Mediterrenean Region. New York: Palgrave Macmillan Press, p.94

8 Conference of International Policy Dialogue. 2002. The Enlarged EU, Partner of Developing
World. Berlin., p.31
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4.2.5 REFORM OF FINANCIAL COOPERATION

The 9th EDF which begins with the new ACP Partnership Agreement signed in June
2000 in Cotonou (Benin) will last for twenty years. It will take effect for the first five
years after the agreement has been ratified like the Yaoundé and Lomé Conventions
before it, the Cotonou Agreement constitutes the legal basis of the development aid

granted by the community to the ACP states. 87

Once again in the discussions of Cotonou, the critics of ACP states concentrated on
the level of EDF funding. The final level of 9" EDF was set to 15,2 billion over the

five year period.

The financial resources are as follows:
¢ Ninth European Development Fund (EDF): 13,5 billion
e Own resources of European Investment Bank: 1,7 billion

¢ Unexpended balance from previous EDFs: 49,9 billion

With additional funds from the unspent balances from the earlier EDF allocations
carried the sum to some 25 billion. This 9.9 billion remained uncommitted from
previous EDFs at the time of signing of Cotonou. It is an evidence of the fact that
disbursement faces serious problems due to the insufficient institutional capacity in

many ACP states as well as in the Commission.

Due to the problems caused by complexity and diversity of instruments Cotonou
tried to rationalize the financial mechanisms in order to simplify the process and
make financing more flexible. Provision was made for the rationalization of
cooperation instruments, especially of the European Development Fund in contrast to
the previous Conventions; the EDF will no longer be divided into several instruments
with rigid allocation systems. The EDF now only provides fro two financial

instruments.

%7 European Commission. 2002. European Development Fund in a Few Words. Belgium, p. 4
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e Grants: these total EUR 11,3 billion under the ninth EDF, EUR 1,3 billion of
which is set aside for regional programs. They will be administrated jointly
by the Commission and the ACP States. Each Country will receive a lump

¢ Risk capital and private sector loans-investment facility:

This new instrument, allotted EUR 2,2 billion from the ninth EDF, will be

administered by the European Investment Bank. The Bank may provide loans,

equity and quasi-capital assistance. It will also be able to provide guarantees in

support of domestic and foreign private investment.

The new system enhances the flexibility and put emphasis on giving more
responsibility to the ACP states which enables them to develop administrative
structures for the management of aid and eliminates the unilateral programming

by the Community.

The main instrument used for programming grants is the Country Support
Strategies (CSS). CSS drawn up by Commission serves for setting out general
guidelines for using the aid and will be supplemented by an indicative
operational program containing specific operations and a timetable for their

implementation. It is supported by annual reviews for adjustments.
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5. CONCLUSION

The past 50 years have been the witness of evolution of relationships between EC
and the developing countries at the center of which takes place ACP countries

It can be said that Cotonou Agreement which is the new frame for EU and ACP
states, constitutes an important step for the first quarter of millennium just at the time

the expectations of world society have arisen.

With this framework EU and ACP states have replied how they are going to lead the
change generated by international order. This has been a particular response having

historical roots since the very beginning of Europe’s development aid.

The targets of new Agreement are in total conformity with other internationally led
development policies. EU has clearly expressed its commitment to Millennium
Development Goals which it pursues also by its ways. In contrast to Lomé the main
objective has been accepted as poverty reduction. This is a clear indicator of the
changes in the vector of European policies and in 2005 Europe initiated discussion

whether it shall continue pursuing this objective after 4 years of combat.

EU is getting more and more in conformity with the development policies of other
international institutions in this field and setting its own agenda in accordance with

them.

The evolution in the politics of EU is due to very different range of variables: the end
of Cold war that has put an end to the disbursement of aid on ideological basis, the
member states role that has changed the perspective of EU’s development policy
towards a more global and contemporary one, the enlargements who have extended
the geographical limits of cooperation, and the unending globalization process that

leads to a economic liberalization under the stimulus of neo-liberal ideology.
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Adding all these factors internal dynamics of the EU is a way of putting the all
contributors of the evolution of policies in one place. The finalization of economic
integration and continuous process of political integration made Europe one of the
most important international actors; as the biggest trading power speaking with one
voice in WTO, the biggest aid donor, and a big soft power possessing all diplomatic

utilities.

It is normal that this increasing international importance of EU pushes it in
interaction with other big international actors. And interaction requires conformity.

If we accept the Cotonou Agreement as a general view of development within the
EU then there are some main outlines that are essential for the evolution of

development policies.

Trade is the very first one in this perspective change in the EU, after banana trade
wars EU has committed itself to the trade liberalization gradually and Lomé bis has
been the end of trade privileges given to ACP states. But European approach is in
some way different than the global one supposing that every country has specific
conditions and they should be treated in accordance to these conditions. This is why
Cotonou foresees a gradual passage to full trade liberalization. That view can be
evaluated as the contribution of EU towards a different liberal approach with a

human face.

This human face is also the main component of European Development aid and the
conditionality is set upon these principles of democracy, participation and rule of
law. It aims at improving political conditions which will lead to the development of

€conomic ones.

These external struggles find certainly some internal repercussions as can be seen in
Common Agricultural Policies. Globalization puts in question the internal policies
and their effect on development requires a reform on all aspects of these policies.

With the change in politics direction, privileging the ACP states and settling a basis

of aid on the level of development and performance would lead EU to a more global
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engagement and force it to develop a more internationally recognized policy.
Cotonou has been a beginning in this process, and the efforts made for MDGs are
guaranteeing the going on of these politics.

Europe’s international engagement is really important when we think about the
coherence and consistency of international development politics which have become

a need for the effectiveness of the aids.

But the problem is European priorities are not strategically defined and they reflect
answers to ad hoc situations. Lack of Common Foreign and Security Policy is one
main reason of not being able to develop strategies. But the development policies
lead in a controversial mean to the formation of some basic principles of a foreign
policy. This should be in the direction to obtain efficient and good results in
accordance with the greatness of the EU aid in comparison to other donors. The
fulfillment of the gap between results and the aid given is one of the motivations of

changes in the European policies.

Contribution of the European Union that has a history of alternative models of
development would be very useful to change the ultra neo-liberal and inefficient
approaches and if led carefully can guarantee more commitment for the coherency

and consistency of all actors.
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