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Development aid managed by the European Union, as we have seen, is financed through the general Community budget and the European
Development Fund (EDF).

In the budget, a serie of headings, financed from Community own resources, reflect European Union action in support of developing countries
across the world: ACP (Africa, Caribbean and Pacific), MED (the Mediterranean), ALA (Latin America and Asia) or NIS (New Independent
States of the former Soviet Union). EU action covers fields as varied as food aid, support for NGOs, rehabilitation measures, environment, health,
democracy and human rights.

The EDF, the financial instrument of the Lomé Convention, on the other hand, is funded by specific contributions from the Member States and
is for the benefit of the ACP countries only.

The table below contains a sector-by-sector breakdown, illustrating the leading role played by the EU in the development aid field, with budget
spending in excess of 6 billion EURO.

TOTAL AC!’ cour.mtries Mediterranean ' Gt New Independent
* (mcludlr}g ; and Asia P States
South Africa) Middle East (***)

en MEURO 1998 1999 1998 1999 1998 1999 1998 1999 1998 1999 1998 1999

Programme aid 977 702 873 492 12 210 0 0 28 0 64 0

Structural adjustment 824 601 720 391 12 210 0 0 28 0 64 0

Stabex 152 74 152 74 0 0 0 0 0 0 0 0

Sysmin | 27 | 27 0 0 0 0 0 0 0 0

Food aid 626 849 138 227 7 20 8l 8l 0 55 400 466

Humanitarian aid 515 596 179 240 91 56 123 74 3 160 49 66

Humanitarian 445 468 132 3 89 52 120 60 65 77 39 56

Rehabilitation 70 128 47 17 2 4 3 14 8 83 10 10

Aid to NGOs (**) 188 200 65 47 1 12 k] 24 78 64 3 0

Natural ressources 384 252 137 180 156 50 33 0 52 19 6 3

Agriculture 318 224 124 176 132 29 25 0 31 16 6 3

Forestry 57 5 4 3 24 0 8 0 21 2 0 0

Fisheries 9 23 9 | 0 21 0 0 0 I 0 0

Other productive services 581 204 95 107 374 70 20 2 10 2 82 23

Industry, mining and construction 479 71 23 4 368 66 6 0 0 | 82 0

Trade 42 97 1 97 0 0 0 0 0 0 0 0

Tourism 30 10 30 6 0 4 0 0 0 0 0 0

Investment Promotion 30 26 0 0 6 0 14 2 10 [ 0 23

Economic infrastructure and services 1,296 1,222 847 832 203 259 37 13 22 8 187 110

Transport and communication 689 1,003 622 785 10 179 I5 5 | | 4 33

Energy 272 86 98 2 30 29 15 0 6 7 123 48

Banking, finance & business services 335 103 127 45 163 23 7 9 15 0 23 26

Others 0 k] 0 0 0 28 0 0 0 0 0 3

Social infrastructure and services 1,085 661 321 388 409 125 159 109 86 8 110 30

Education 351 217 69 97 97 6 132 94 27 0 26 20

Health and population 29 226 92 126 192 74 10 5 2 7 0 4

Water supply 266 82 141 41 13 35 0 0 12 | 0 5

Others 172 135 ) 124 7 10 17 0 45 0 84 |

Goverment and civil society 158 465 86 279 25 58 23 40 16 27 8 6l

Multisector 333 380 62 180 32 24 99 70 105 84 35 22

Environment 52 134 1 83 4 24 3 0 3 13 35 14

Women in deviopment 13 | 0 0 0 0 13 0 0 | 0 0

Rural development 163 132 I 58 21 0 80 66 51 0 0 8

Others 105 113 44 39 7 0 3 4 51 70 0 0

Non specified 351 490 180 298 48 154 1 5 15 0 97 33
Non specified all regions together 533

Totals 7,027 6,021 2,983 3270 1,368 1,038 617 419 485 427 1,041 814

(*) Excluding CEECs and amounts not allocated by sector.

(**) NGOs received a total of 200 MEURO in 1999, 176 million as per the geographical breakdown above, 27 million committed as an overall allocation and 24 million earmarked for
public information campaigns in Europe.

(***) Democracy and Human Rights not included.

Source: EC internal documents.
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The aim of the OECD (Organisation for Economic Cooperation and
Development) is to promote policies designed to achieve the highest
economic growth and employment and a rising standard of living in
Member countries, to contribute to sound economic expansion in
member as well as non-member countries in the process of economic
development, and to contribute to the expansion of world trade on a
multilateral, non-discriminatory basis in accordance with international
obligations. To help the OECD achieve its objectives, a number of
specialised committees were set up. One of these is the Development
Assistance Committee (DAC), whose members have agreed to secure
the expansion of the total volume of resources made available to the
developing countries and to improve aid effectiveness.

Unlike the European Union, the OECD makes a distinction between
two types of development aid:

— ODA or official development assistance, which covers grants and
subsidised loans to developing countries (Africa, the Caribbean,
Pacific, Asia, Latin America, the Mediterranean and the Middle East),
and

— OA or official assistance intended for countries in transition (Central
and Eastern Europe and the former Soviet republics).

Owing to this distinction, the valuation of European Union
development aid given by the OECD is lower than the amount given
in the EU's accounts.

The following table charts official development assistance provided
by the 21 Member countries of the DAC in the period 1993-98. The
figures reveal the continuing downward trend in ODA disbursements
by DAC members.

Total ODA fell from a level of 59,152 million USD in 1994 to 52,222
million USD in 1997.

However, a 1.43% increase in 1998 has seen the figure go up again to
52,978 million USD. This is largely due to an increase in aid from
Italy (66%), the United States (29%), Japan (11%) and the United
Kingdom (17%); most of the other DAC Member countries reduced
their contributions.

The figures show a general downward trend in funding by the EU
Member States since 1995. Nevertheless, the EC still ranks as the
world's fifth largest donor.

The EU Member States (including the EC as such) disbursed 27,405
million USD, i.e. 51.73% of ODA in 1998. Japan remains the number
one donor with 21.65% of total ODA, the United States second with
16.42%, followed by France and Germany with 10.87% and 10.59%,
respectively. The EC itself accounts for 9.66% of total ODA and
18.67% of the total for the Member States of the Union.

The theoretical objective set by the United Nations is that each country
should devote 0.7% of its GNP to development aid. However, a
country-by-country analysis of the situation reveals that only the
countries of northern Europe apply this objective. Denmark, with
0.99%, is the country which spends the highest percentage of its GNP
on ODA, followed by Norway, the Netherlands and Sweden where the
ODA/GNP ratios are 0.98%, 0.80% and 0.72% respectively.

The average ODA as a percentage of GNP in the DAC Member
countries stood at 0.24% in 1998. The average for the EU Member
States amounted to 0.34% in 1998

ODA DISBURSEMENTS BY DAC MEMBER COUNTRIES -

cosssseseeetiiiiiieeeniienennaeeeeeene. [993-98 (IN MILLIONS OF USD)

Source: OECD.
(') Total for EU Member States except Greece which was not a member of the DAC in 1998.
(}) Total Member States' ODA channelled via the EC (Community budget + EDF).

Country Total ODA Total ODA Total ODA Total ODA Total ODA Total ODA ODA 1997 ODA 1998 ODA 1997 ODA 1998
. 1993 1994 1995 199 1997 1998 asa % of asa %o of asa o of asadhof

s DAC total DAC total National GNP National GNP
Australia 953 1,091 1,194 1,121 1,097 1,127 2.10% 2.13% 0.28% 0.27%
Austria 544 655 767 557 599 457 1.15% 0.86% 0.26% 0.22%
Belgium 810 727 1.034 913 869 879 1.66% 1.66% 0.31% 0.35%
+ Canada 2,400 2,250 2,067 1,795 2,065 1,819 3.95% 3.43% 0.34% 0.29%
Denmark 1,340 1,446 1,623 1,772 1,832 1,704 351% 3.22% 0.97% 0.99%
Finland 355 290 388 408 423 399 0.81% 0.75% 0.33% 0.32%
. France 73915 8,466 8,443 7451 7,124 5,760 13.64% 10.87% 0.45% 0.40%
Germany 6,954 6,818 7,524 7,601 6,707 5610 12.84% 10.59% 0.28% 0.26%
Irelande 8l 109 153 179 194 203 0.37% 0.38% 0.31% 0.30%
5 Italy 3,043 2,705 1,623 2416 1,361 2,258 2.61% 4.26% 0.11% 0.20%
* Japan 11,259 13,239 14,489 9,439 10,347 11,469 19.81% 21.65% 0.22% 0.28%
Luxembourg 50 59 65 82 107 112 0.20% 0.21% 0.55% 0.65%
Netherlands 2,525 2517 3,226 3,246 3335 3,041 6.39% 5.74% 0.81% 0.80%
+  New Zealand 98 110 123 122 158 158 0.30% 0.30% 0.26% 0.27%
Norway 1,014 1,137 1,244 1,311 1,388 1,415 2.66% 2.67% 0.86% 0.91%
Portugal 235 303 258 218 277 257 0.53% 0.49% 0.25% 0.24%
Spain 1,304 1,305 1,348 1,251 1,395 1,373 2.67% 2.59% 0.24% 0.24%
+ Sweden 1,769 1,819 1,704 1,999 1,946 1,624 3.73% 3.07% 0.79% 0.72%
Switzerland 793 982 1,084 1,026 1,067 887 2.04% 1.67% 0.34% 0.32%
United Kingdom 2,920 3,197 3,202 3,199 3,187 3,728 6.10% 7.04% 0.26% 0.27%
+ United States 10,123 9,927 7,367 9377 6,744 8,698 1291% 16.42% 0.09% 0.10%
TOTAL DAC 56,485 59,152 58,926 55,483 52,222 52,978 100.00% 100.00% 0.24% 0.24%
EU countries (') 33,750 36,349 36917 31,401 31,340 31,796 56.21% 60.02% 0.36% 0.34%
of which (%) 3,948 4825 5,501 5,455 5,790 5116 11.08%
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CURRENT AFFAIRS:WORLD TRADE AND DEVELOPMENT :cccoceceecercececcees

The link between trade, development and poverty alleviation is crucial for two reasons.

Firstly, there is a positive relationship between trade and growth, as an open economy grows faster than a closed one. Trade reforms can produce
high growth rates, for example, by promoting access to advanced technologies and stimulating greater domestic competition. However, the
benefits of trade liberalisation are unevenly distributed between and within countries. A recent study showed a negative correlation between the
income growth of the poorest and liberalisation of the markets in which they operate.

Secondly, there is a positive relationship between economic growth and reducing poverty levels. Some countries have had more success
developing a structure of incentives to investment in human and physical capital, a key factor since it is the accumulation of capital that leads to
economic growth.

It is harder for politically unstable countries to develop an incentive structure. To do so requires an approach embracing the introduction of
appropriate macroeconomic reforms, a commitment to structural reform, a credible legal system and a suitable social framework.

In a multilateral trading system, trade and development should be even more closely linked. The special needs and interests of developing
countries, particularly those of the least developed, must be taken into account in future stages of negotiations to ensure that the benefits of trade
liberalisation genuinely contribute to the eradication of poverty.

To better integrate the developing countries into world trade, the developed countries should pursue six priorities:

1. to facilitate market access for developing countries by allowing exports free access - i.e. no taxes or quotas — and liberalising sectors and
products of direct concern to the developing countries;

to improve the special treatment granted to developing countries;

to help developing countries implement the Uruguay Round agreements;

to ensure that the negotiations in new sectors, e.g. investment or competition, clearly contribute to the development process;

to develop a new approach to technical assistance geared to complementarity, coordination and closer cooperation between the WTO and
other international organisations and donors in the interests of greater efficiency.

6. to encourage developing country participation in the negotiations.

Likewise it is essential to place greater emphasis on the trade/development link in bilateral relations and to move from market-access based trade
relations to a broader type of partnership which would help put an end to the marginalisation of the majority of developing countries and
contribute to the reduction of poverty.
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Some points to note:

1. Economic and trade cooperation should be geared to increasing the production, supply and trade capacity of the developing countries as well
as their attractiveness to investors.

2. Regional economic integration complements multilateral trade liberalisation. In the case of the developing countries, it can be an important
step in preparing them for integration into the world economy.
Weaker economies are often unable to follow and comprehend the realities of the world economy. Many countries now belong to regional
economic groupings which give them more influence in multilateral forums and enable them to promote greater integration into the world
economy.
Regional economic integration also enhances the stability of economic policy and the legal framework, thus producing a multiplier effect on
growth.

Trade and economic cooperation agreements between the European Union and the countries of Africa should therefore be based on existing

regional integration initiatives, in particular the West African Economic Community.
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