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BOND and UKAN welcome the release of the European Commission’s Spring Package on development cooperation. However, we have a number of concerns we would like to raise and would also like to see reflected in the Council Conclusions agreed at the General Affairs and External Relations meeting, to take place on 18-19 May 2009.  
Now, more than ever, Europe needs to provide a helping hand to developing countries facing an economic crisis not of their own making. If Europe fails to act now, there is a real danger that all the progress made on delivering the Millennium Development Goals will be wiped out. 

We set out below more detailed analysis on specific aspects of the April Package working papers. We are looking forward to discussing this with you in our meeting on 8 May and would appreciate hearing from you then how you propose to incorporate these concerns in your input into the GAERC process.  
Providing more ODA

We are very concerned that there is currently NO new money on the table from the EU for developing countries to face the economic crisis. http://ec.europa.eu/development/index_en.cfm.

The World Bank estimates that 90 percent of developing countries are vulnerable to the financial and economic crisis and that three quarters of these do not have the resources they need to deal with the crisis. It also estimates that in 2009 alone, 55 – 90 million more people will be pushed into extreme poverty.  
Although the release of the OECD DAC figures in March this year showed a rise in 2008 in the level of aid provided by the European Union, this increase is far from sufficient for them to meet their aid commitments, and recent cuts from EU member states (including Italy and Ireland) to their 2009 aid budgets signals a worrying trend in the EU’s commitment to development cooperation. 

As a start EU member states must ensure that they increase their ODA levels to meet their aid commitments. This means at a minimum meeting their 0.56% aid commitment for 2010. If the EU met this promise, Oxfam calculates this could deliver at a minimum 77 billion Euros in resources for poor countries in 2010.
 though due to contracting EU GNI, the promise could be worth 8.6 billion Euros less.
  Europe must not let poor people pay for this recession through lower absolute levels of aid. The UK has shown leadership on this issue in the current budget for DFID and must now push other member states to follow. The GAERC communiqué must reflect this aid commitment. It must also contain assurance from member states that no further aid cuts will be announced, and confirm their commitment to increase aid in coming budget rounds with binding national timetables that will deliver the new resources required to meet this commitments

‘Whole of Union’ Approach  
We note that the communiqué recognises that ODA alone, will not be enough, and that as a consequence, a “whole of Union” approach should be applied. Whilst we consider Policy Coherence for Development (PCD) crucial to the development agenda the “whole of union” approach is currently not being framed in these terms. Instead the communiqué assumes that flows like export credits, investment guarantees and technical transfers automatically have a positive development impact, even when many of these flows in the past have delivered very little in reducing poverty and helping those in need. 
Moreover, we fear that this approach is being used by some within the Union to create pressure to widen ODA definitions and definitions of development beyond the aims of poverty reduction and access to rights. This cannot be allowed to happen, as it will be pushing back the EU development and aid agenda and harm the interests of developing countries when they most need our support.  

The GAERC communiqué should therefore frame any “Whole of Union “ EU approach in the context of PCD, directing EU Member States to commit fully to existing PCD processes, which are far from delivering on their objectives. It should also state firmly the primary importance of aid as poverty-oriented source of development finance and avoid widening ODA definitions further. 
Ensuring the Right funding instruments are available in a time of crisis

The Commission commits in the Package to frontload aid and accelerate budget support for vulnerable countries in a counter-cyclical manner. Whilst this move is in principle welcome, we do urge a word of warning around frontloading. Frontloading is not enough;  we desperately need sustained increases, otherwise poor countries are likely to lose out in the coming years The experience from the World Bank’s attempt to frontload IDA resources, suggests that developing countries are nervous to take their frontloaded resources, in fear that aid flows will dry up in the coming years. 
The Package also commits the EC to work with MS on targeted actions to strengthen social safety nets, safeguard social spending and support employment and economic activity. We welcome the proposal from the EC to dedicate in 2009 at least €500 million from the 10th EDF to support those ACP countries hardest hit by the crisis (by providing budget support through (i) the existing FLEX, based on past export losses as well as (ii) an ad hoc vulnerability FLEX). We urge the UK to ensure that the GAERC communiqué supports this call but ensures it is additional and also calls upon member states to also deliver additional bilateral budget support to vulnerable countries to protect their social spending, especially in the areas of health and education.  

Improving aid effectiveness 

We welcome the EU’s promotion of a collective EU response to the crisis and an invitation to Member States to present actions and instruments introduced in response to the crisis in developing countries. We also appreciate the commission’s attempt to quantify the costs of not implementing the Paris Declaration and Accra Agenda for Action (AAA). However, there has been little progress on aid effectiveness commitments since Accra, with delays on commitments for immediate implementation made in the AAA of most concern. It is essential that EU MS immediately implement delayed AAA commitments and develop implementation plans in consultation with partner countries. It must also be recognized that any new instruments for this implementation must also be developed with partner country consultation, and their use must respect all of the targets in the Paris Declaration and Accra Agenda for Action. 

We are also concerned about the balance of the EU’s focus on Division of Labour as part of its aid effectiveness commitments. Harmonisation of development cooperation activities, within the international aid effectiveness agenda is just one of many crucial aid system reforms which EU member states must demonstrate progress on by 2010. We urge the EU member states to ensure they meet all the commitments outlined in the Paris Declaration and Accra Agenda for Action, and develop implementation plans to demonstrate how they will do this.

International Financial Systems reforms

Tax is the most sustainable source of finance for development, promoting accountability and allowing governments to generate revenue from their own economic activity to invest in their own infrastructure, healthcare and education.  However, Christian Aid calculates that developing countries lose out on at least $160bn tax revenue annually through commercial tax evasion alone.  This is roughly one and a half times the annual bill for global aid from rich countries to poor ($90bn).  The problems of capital flight demonstrate clearly that the complexity of global financial flows has grown far beyond the ability of governments to effectively monitor and regulate them.  The current regulatory framework is not fit for purpose.

In the context of the financial crisis and following the G20 summit the EU must play its part in ensuring that developing countries can raise their own revenue for development, and not have their efforts undermined by commercial tax evasion. The Council should therefore push for 

· The expansion of the EU Savings Tax Directive to include trusts and legal persons.
· Tax transparency through support for an international standard on country by country reporting of multinational profits and tax payments. This would provide investors, regulators and tax authorities with a powerful indicative tool to assess risks and highlight abuses.
· A truly multilateral agreement on automatic exchange of tax information between jurisdictions, including tax havens, based on a global agreement instead of a piecemeal approach involving bilateral treaties which have limited impact and tend to exclude developing countries. 
� This is based the OECD’s pre-financial crisis GNI predications and is in 2008 current prices.It is based on exchange rate of 0.754 dollar to the Euro. It also is based on the original French promise of 0.7% by 2012, revised to 2015 in 2008. Finally, it only refers to the EU-15 ODA commitments


� Based on OECD calculations in the OECD aid Press Release (April 2nd) Table Four of contracting GNI due to the financial crisis. It also only refers to the EU-15 ODA commitments





