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THURSDAY 16 OCTOBER 2003 

__________ 

Present: 
Bowness, L. 
Harrison, L. 
Hilton of Eggardon, B. 
Jopling, L. (Chairman) 
Morris of Aberavon, L. 
Park of Monmouth, B. 
Powell of Bayswater, L. 
Williams of Elvel, L. 

__________ 

MR SIMON MAXWELL, Director, Overseas Development Institute, examined. 

Chairman 

1. Mr Maxwell, good morning. Thank you very much for coming. As you know, the 

Committee is conducting an inquiry under our remit with regard to EU development aid. I 

wonder if you could begin by telling us about the Overseas Development Institute and what is 

the involvement of it with the European Union, and also say what you might have learnt from 

the initiative which is titled “EU Development Co-operation 2010: What Scenarios for the 

Future?” If you could begin by filling in the background it would be helpful. 

(Mr Maxwell) We describe ODI as Britain’s leading independent think-tank on 

international development and humanitarian issues. We have about 55 researchers, many of 

whom are engaged on different aspects of European development policy. I have brought 

some copies of the ODI annual report in case anybody would like to know more. As you say, 

we are engaged in a process of thinking about European development co-operation and there 

are two sets of issues that we are grappling with, both of which I suspect might be of interest 

to the Committee. The first is about what position should one take on a series of European 

issues. The second, equally important, is how does one’s voice becomes heard in a European 

context, because for those of us in the UK to have a view about Europe is no guarantee that 

that view will be shared anywhere else in Europe or that anything will happen as a result of 

us holding that view. On the first set of issues, clearly there is a great deal on the European 
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agenda just now. The Intergovernmental Conference has just started, there are elections next 

year which will lead to the constitution of a new Commission, there are trade negotiations 

under way, the financial perspectives discussion for the next round will start and there is a 

series of reviews connected to the Cotonou Convention about to come up. One of the reasons 

why I think this particular Committee has a strong comparative advantage is that you bring 

together the development and the foreign affairs sides in a way that committees in the House 

of Commons do not for example, it seems to me that some of the most interesting questions 

are at that interface of the CFSP and the security and defence policy and the development 

side. On the process issue, we decided to take this question up by trying to put together a 

coalition of partners across Europe, because, as I say, we do not think that our voice on its 

own will carry sufficient weight. We are working with a group through the European 

Association of Development Institutes that has 150 members around all the countries of 

Europe. We are calling our project “European Development Co-operation to 2010”, 2010 

being an arbitrary date between now and 2015, when the millennium development goals are 

intended to be achieved. We have listed the issues and then have tried to apply the technique 

of scenario planning which we have pinched, if you like, from industry. BP, for example, is 

well known for its work on scenario planning. We have asked what are the main drivers of 

change that might influence all these decisions I have listed? Can we classify them in some 

way and can we then generate some alternative imaginings of the future of what Europe 

might be like in 2010? The two key drivers we have identified are: first, whether Europe will 

work together or as a set of individual nation states with separate interests, so the degree of 

commitment to Europe; and, second, the degree of commitment to poverty reduction. Will 

European international development policy be guided by the millennium development goals 

or will other concerns, like security and terrorism, take their place on the agenda? If we have 

two drivers and we put them on two axes we have four possible scenarios which are 

described in more detail in the background paper of which I will also provide some copies. 
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We couched our whole discussion in very neutral terms so as not to frighten the horses. I 

would like to give you the non-sanitised version. There are four options for Europe and this is 

a slightly pro-European reading of the options but let me make it anyway. If we are in the 

quadrant which has a greater commitment to European co-operation and a greater 

commitment to the millennium development goals we can think about that as progress. If we 

have the commitment to poverty reduction but not the commitment to Europe that will tend to 

compress Europe’s role in this arena. If we have the quadrant where there is a greater 

commitment to Europe but no commitment to poverty reduction that will be a real step 

backwards, and if we are in the fourth quadrant, which is no commitment to poverty and no 

commitment to Europe, we think that people will begin to secede. We have called the four 

scenarios “progression”, “compression”, “regression” and “secession”. We are organising a 

series of meetings, five so far with three to go. I have produced a two-page note on the main 

conclusions which I would be happy to submit to the Committee as part of this evidence. 

Similar meetings are happening around Europe with all the results being posted to a central 

website. We will produce some briefing papers in the new year summarising where we have 

got to. 

Lord Williams of Elvel 

2. Mr Maxwell, could you talk about your experience on the accountability question? Do 

you find the EU institutions helpful, open? Can you understand what they are doing very 

freely or could all that be improved? 

A. If you had asked me that question five years ago, I would have said not transparent, 

opaque and very often difficult to work with. The new Commission has made a serious effort 

to improve the management of European aid and to improve the degree of transparency. They 

now publish an annual report. The second one is about to come out and I have a draft of it 

here. It provides in exhaustive detail, 350 pages I think, an account of what the European 

Union is doing in terms of international development, with statistical tables and accounts of 
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innovations and measures to improve efficiency. That has greatly improved the accountability 

and the transparency. The Parliament remains strongly interested in European development 

co-operation and provides another measure of accountability. In the European context, the 

Court of Auditors has always been a strong institution holding the Commission to account, 

particularly in terms of the annual budget. If I compare the European Union’s development 

programme with that of the UK, I would say that it is no less transparent and no less 

accountable. One issue that has been very much of concern to the NGOs is the abolition of 

the Development Council, which brought together development ministers. I am perhaps less 

informed about how that works but less worried than many, because it seems to me that there 

are other opportunities for development ministers to meet as a sub-council of the General 

Affairs Council which brings foreign affairs ministers together. I do not think there is a major 

issue at the moment about accountability and transparency of the European Union 

development programme. 

3. But can the average layman like me pick up an annual report with all those statistics and 

300-and-something-or-other pages and say, “Yes, I would really like to know how much the 

EU is spending on Guinea and how that is working”? Can I do that without too much trouble? 

A. If you have the patience, sir, the information is there. There are certainly financial 

tables and chapters summarising what has happened at regional level. I do not think there is a 

country by country analysis, but it would not be too difficult to find. If you did have further 

questions, then I guess as a British citizen you would be entitled to work through your 

Member of the European Parliament and have questions asked either in Strasbourg or in 

Brussels. 

Lord Morris of Aberavon 

4. On the issue of transparency how confident are you and, coming back to Lord 

Williams’ question, can one trace where the money is going to ensure it has gone to the right 

place and not got lost on the way? 
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A. The allocation of money by Europe is normally approved through committees on 

which Governments are represented, so there is, for example, an EDF Committee, on which 

the British Government is represented, which allocates European development fund money, 

and commitments are made as a result of project cycle papers being presented to the 

Committee. In the past, the European Union has had a very significant problem with making 

large commitments and not spending them. The overhang problem has been famously large 

and is something that all the commissioners have spoken about in the last few years. The 

Commission claims to be reducing that problem very significantly and the figure that they 

cite in the annual report is that they have reduced the overhang from an average of 4.7 times 

the annual budget to an average of 3.8 times the annual budget. The 3.8 still sounds a 

relatively large number. I suppose that if you approve a project for five years then in the first 

year you would only spend 20 per cent so you would expect to have a significant overhang. I 

do not know whether there is a target for the overhang. The individual programmes and 

projects are then subject to normal monitoring and the Commission does spend money on 

evaluation of projects and whole country programmes, and the whole package is examined by 

the Court of Auditors. As with many things in Europe, it is important to make sure that one 

looks at what is written on paper and then checks it against practice. An obvious benchmark 

is to compare it against British practice. I suspect that there is rather more accountability at 

the level of project approvals than there is in the UK. It is probably true to say that evaluation 

is not as strong as it is in some of the large bilateral donors. Do we have a counterpart to the 

Court of Auditors? We do. It is the National Audit Office and they have done a couple of 

reports recently on DfID. It is broadly comparable. 

5. My concern is whether the money has been properly spent. You say that it will be 

subject to normal monitoring in the role of the Court of Auditors and our procedures. What 

confidence is there that if the European Union allocates money to Guinea or whatever the 

money has been spent properly and somebody comes back with a report to say, “Yes, there 
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have been three things spent there. The proposal was X amount for this, Y amount for that”. 

How do you know whether the money has been properly spent and has not greased 

somebody’s palm? Do you know? 

A. Of course, I am not going to sit here and claim to have studied every project in every 

country. The question is, are the procedures in place to do that? 

6. What are the procedures that are in? 

A. The projects are checked and the accounts are checked. The very important question 

you have put your finger on is, are these projects any good? 

7. Exactly. 

A. There is a conventional wisdom about European aid that it is not as good as the best 

projects in the best bilaterals. To take a random example of a good bilateral, DfID, project for 

project, technical input for technical input, the conventional wisdom is that the British project 

will be better than the European project. There is a quality issue about European aid and that 

has been referred to several times by ministers in our meeting series. Both Baroness Amos 

and Gareth Thomas spoke in our series and both made a point about quality. It is pretty 

difficult to assess the impact of an aid programme because there are so many other things 

going on in most societies and the chains of causality are very long. The European Union 

reports in the latest annual report that they have introduced an impact monitoring and 

measurement system. I do not think there are many results from that yet. It will be very 

important, I think, to keep your question in mind when those results begin to come out. 

Quality is an issue and it does need to be improved. We need to ask why quality is not as 

good as it might be and that is something I could also voice an opinion on if you wish. 

Lord Powell of Bayswater 

8. Transparency and accountability used to be a problem in the award of contracts by the 

Commission financed under EU development assistance. Certainly in the eighties there were 

deep and dark suspicions as to why most contracts seemed to end up in the hands of French 
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contractors and a number with Italian contractors. Is that an area which has been cleaned up 

in your experience? 

A. I cannot give you a definitive opinion. It is not something I have heard spoken of as 

much as I did in the 1980s, so I suspect that it has been cleaned up but I cannot be sure. 

Certainly the procedures, again on paper, would be entirely clear and you would like them. 

9. There was particular murkiness, if I remember, about food aid and the provision of 

contracts given for that and the quality of the food which resulted. 

A. Food aid has shrunk very significantly as a share of European aid. Perhaps I may 

answer the question about why is there a quality problem? Quite a bit of that has to do with 

staffing issues. People always say about the European Commission that the total staff is less 

than the number of dustbin men in Frankfurt or something. It is clearly true that the European 

Commission has been very seriously understaffed ever since it started running the 

development programme. DfID has just reorganised its policy division and it now has a 

policy division with something like 200 professional staff and a budget of around £300 

million to spend on thinking about what development programmes should be doing and about 

the interface between policy and project design. The European Commission has nothing like 

that and is very seriously handicapped by the fact that it does not have sufficient professional 

staff. That carries through right the way down the line. They are at the moment de-

concentrating out to the field, moving responsibilities and accountabilities from Brussels out 

to delegations. As part of that exercise, they have recruited large numbers of accountants and 

people to worry about contract allocations in developing countries, to the extent that almost 

all the delegations where de-concentration has taken place have had to move, because they 

have recruited so many people that they cannot squeeze them into the office. I would be 

happier if they had also recruited lots of economists, social development advisers, political 

scientists and education specialists, because the programme needs those too. 
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Chairman 

10. What do you think is the difference in terms of transparency and accountability 

between European Development Fund projects and budgetised aid? 

A. The procedures are very similar. They have been through a big exercise to try and 

harmonise procedures, again described in the annual report. As you will remember, when the 

current Commission took office, there was what many of us considered to be a very awkward 

division of responsibilities between the commissions. Chris Patten was the primus interpares 

and External Affairs Commissioner. Paul Nielsen was the Development Commissioner. Chris 

Patten retained all the desks that dealt with those countries that were not members of the 

Africa Caribbean Pacific Group, the ACP, and so the system was divided between a planning 

unit under Nielsen, and also dealing with ACP countries, and then a whole set of desks under 

Patten, dealing with non-ACP countries with different procedures, different histories, 

different degrees of transparency and so on. That was recognised by everybody to be an 

unfortunate political compromise. It reflected on something I hope we can come back to, 

about the relationship between foreign affairs and international development. The 

Commission tried to square the circle by creating an independent implementation agency 

called EuropeAid. The idea was that the Patten directorate and the Nielsen directorate would 

carry out the policy and the planning and prepare the country strategy papers for countries, 

and EuropeAid would then take responsibility for implementation. It is an unsatisfactory 

compromise and it is a priority, I think, to try and have that arrangement changed after the 

next Commission takes office next year. In the meantime, EuropeAid has been quite 

successful at trying to harmonise procedures across these different spending units and they 

have reduced the number of different protocols from 70-something down to seven; the 

precise numbers are in the annual report. I do think that has made some contribution to 

improving efficiency. There are other issues about the balance between funding to the ACP 

and other countries which lie at the heart of the dilemmas we are struggling with. 
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Baroness Park of Monmouth 

11. Do you have concerns when you look at the plans in the Convention and the Treaty for 

a single foreign minister who would have very many more responsibilities? Do you have a 

fear that that might mean that decisions are made much more on foreign policy grounds than 

on grounds of need? 

A. Many people do, and I share those concerns. It is an important question. There are 

issues about double hatting to do with the relationship between the Council and the 

Commission that I think are not my territory. The general question of what should be the 

relationship between international development and foreign policy and humanitarian policy is 

problematic. Many observers believe that foreign policy should dominate. The text of the 

Convention at some points hints in that direction: Europe has strategic interests in the world, 

these should be pursued, and it has values which should be promoted in the world. When you 

come to the development section of the Convention, there is a statement of principles. I have 

it here. It is title five, chapter one, paragraph two and it lists some of the priorities, including 

common values, fundamental interests and security, independence and integrity of the Union, 

and poverty reduction and sustainable economic development. Those are at a general level. 

When we come to the aid programme, which is a little further down in chapter four, section 

one, development co-operation, poverty reduction is stressed. The question is a pragmatic one 

of how the balance between these various priorities is going to play out in practice. On paper, 

there is protection of a development programme which is poverty focused, but in practice the 

European Foreign Affairs Minister, if that is the title eventually selected, will be a vice-

president of the Commission and is likely to be the primus inter pares once more of those 

engaged in external action. Now, I am not one of those who believes that you can completely 

separate international development policy from foreign policy. In preparation for this 

discussion, I went back and had a look at the UK action plan for Africa that was produced 

after the Kananaskis G8 summit last year. It is quite clear that in order for Britain to achieve 
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its objectives in Africa, which are about peace, stability and poverty reduction, it will be 

necessary to deploy all the instruments we have at our disposal. In Sierra Leone for example, 

that includes development aid, humanitarian aid, and also military assistance. I do not think 

we should be embarrassed or ashamed about that. The question is really about the terms on 

which the collaboration takes place. Will it be a collaboration which is subservient to foreign 

policy interests or will it be conducted on an equal basis? Those in the development 

community worry very much that the driving forces for foreign policy will be security, 

terrorism, migration, global diseases that might affect our own countries and so on, and that 

poverty reduction will be ignored. DfID has produced institutional strategy papers about the 

European Union, in a series of papers summarising policy towards different institutions 

including many UN agencies. They have done two or three on the EU. Because they are 

DfID, they do not deal with the foreign policy question. When they are tasked with that, they 

say, “Of course we have the International Development Act and we have our own 

responsibilities and we liaise very closely with the Foreign Office, but it is not our job to 

write the Foreign Office policy.” The critical question for Europe and the future is: is the 

British model the right one in which we have the FCO and the DfID side by side or would we 

be better following what is the most common European model in which we have a senior 

minister responsible for foreign affairs who also has responsibility for development policy? I 

do not think there are too many principles at stake in that argument except that we want to be 

sure the development policy focuses on development and not just on fighting terrorism. 

Lord Harrison 

12. Mr Maxwell made the point that the best bilaterals were the best examples from the 

EU, to which he seemed to attribute the fact that DfID, for example, had 200 personnel as 

opposed to the smaller number in the European Commission. I wanted to know what you 

thought the remedy was for that, because one remedy would simply be to pump up the 

number of civil servants in Brussels; or is the remedy more along the lines of meshing the 
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two groups of people to some degree or having secondment? The second point you made was 

that in one particular case more accountants have been appointed as opposed to economists 

and so on. Was this in reaction to the criticism the Commission has had over the years in 

terms of the spending and application of moneys? If that is a wrong balance, what should be 

the better balance? 

A. Let me deal with the second question first, if I may, which is are more accountants a 

response to the criticism. In part, they are. It is also an attempt to manage deconcentration. 

The European Union has always been very French in its approach to administration, which is 

to say very centralised. I am always struck by the fact that they have delegation offices in 

very many countries but the French translation of ‘delegue’ is really representative, rather 

than somebody who is empowered to act. The delegations were very much in that position. 

The decisions were all made through committees in Brussels on which Member States were 

represented. Everything had to go back to Brussels for decision. The local offices were 

largely in charge of implementation. That is not what other donors do and it is not a sensible 

way to behave in a world with very good communications and rapidly changing conditions on 

the ground. The Commission was strongly encouraged, therefore, to deconcentrate. It was 

worried about deconcentrating because of not having the capacity or the accountability in the 

field. It made the decision that in order to manage deconcentration successfully -- and they 

have deconcentrated some dozens of offices, 21 in 2001, 26 in 2002, and 30 in 2003, a large 

scale deconcentration -- they needed to be sure that they were entrusting the money to a 

system that would not let them down in the field. Whether you need that many accountants is 

a technical question. My main hope is that they are not all European. I carried out an 

evaluation of European aid to Ethiopia some years ago and we discovered in Ethiopia there 

was not a single Ethiopian employee above the rank of secretary and that, for the price of one 

25 year old European civil servant out-posted from Brussels, it would have been possible to 

hire 20 Ethiopians of university professor standard. Clearly, it is important to have a 
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deconcentration process which also involves some recruitment of local staff. I think they are 

very cautious because they have been criticised so much. I think they are worried about 

scandal. The wider question is a very interesting one: why do we need a European aid 

programme? What are we trying to do here? Why not just do it through national, bilateral 

agencies? There are some interesting answers to that. Of course, it is partly an expression of 

solidarity, working together and so on, but that is really not enough. There is a general case 

for multilateral aid: economies of scale, more efficient procurement, more coherent political 

response, better integration of instruments. If that is the rationale, we could give the money to 

the UN or to the World Bank and not necessarily have a new programme. We need to 

demonstrate that the advantages of multilateral aid really exist in the European context. There 

are some other reasons for having a European programme and some other comparative 

advantages one might cite. Those have been discussed in our meetings series, not least by 

Gareth Thomas, the Parliamentary Under Secretary of State in DfID. There is an issue of 

voice. There are some political aspects to the relationship Europe has with developing 

countries which are better than anything any of the bilaterals do, through joint parliamentary 

assemblies, joint councils of ministers, and they are part of the accountability mechanism. 

There are issues of trying to work together in international meetings. The Monterey meeting 

on financing for development was an example where Europe worked together and was able to 

deliver a commitment to increase aid to 0.39 per cent of GNP. Of course, there are the 

claimed advantages of being able to work closely on issues such as trade policy, which link 

aid and trade. There is a final set of arguments, which is I think becoming less relevant than it 

used to be, although that may change when the accession countries join, which is that 

although the European aid programme may not be as good as the best of the bilaterals it is 

probably better than the worst. Not to name any particular countries, countries which have 

very small aid programmes, have very little experience of working in developing countries 

and do not have the technical resources might well find that the quality of the aid programme 
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improves if they pass it through Europe. Some of them do pass very substantial shares 

through Europe. For example, Italy passes 38 per cent of its aid programme through Europe. 

Greece puts 47 per cent of its aid programme through Europe. Of course, there are some big 

bilaterals which also put large shares through Europe and the UK has traditionally been one 

of them. It is part of the conventional wisdom that the average quality of British aid is 

reduced by the fact that we put a share so large through Europe. The main reason for that has 

to do with which countries the money goes to, which is something I hope we will come to 

before the end of this session. 

Baroness Hilton of Eggardon 

13. Could I pick up an expression that you have used twice, which is conventional 

wisdom. When you say “conventional wisdom”, do you mean UK conventional wisdom and 

therefore an assumption perhaps that our aid is better on that basis than other people’s; or are 

you talking about conventional wisdom in the whole of Europe and our aid is better than 

European aid? 

A. Those who hold the conventional wisdom will differ issue by issue, I suspect. You 

would have to remind me when I used the expression. The statement that European aid has 

been variable in quality is probably held pretty universally across the Union. The statement 

that it ought to be used entirely for poverty reduction is certainly not held universally across 

Europe. The statement that it is improving is probably held universally across the Union. 

14. When I chaired the Environment Committee, we looked at TACIS and PHARE and 

found many of the things that you are talking about. The lack of staff in Brussels was 

certainly one of them. Also, they used very defensive systems for monitoring and evaluation, 

that it was all right protecting their backs and protecting themselves from allegations of fraud, 

waste and so on. It seems to me what you are saying about sending all these accountants out 

there is a continuation of that defensiveness. They had these enormous paper systems which 

did not mean anything at all. It was just people ticking boxes in Russia or somewhere, but no 
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one was actually looking at the projects that the money was being spent on. Given that, do 

you think that things have improved over the last five years since I was involved in looking at 

this particular topic? 

A. There have been a number of independent reviews of the Commission. For example, 

there was a peer review by the Development Assistance Committee of the OECD in 2002. 

The DAC organises regular peer reviews by other donors. They organise reviews of each 

other’s work. The EU was reviewed in 2002 and had a relatively favourable report on the 

extent to which quality was improving. There are a number of references in the new annual 

report to impact monitoring that has been introduced. The big issue which remains with 

European aid is the question of who is getting the money. The Union has devoted a 

disproportionate share of its resources to what are called the ring of friends, which largely 

means eastern Europe and the Mediterranean. That distorts very significantly the share of the 

aid programme which is directed to poverty reduction. By 2006, the UK expects to spend 90 

per cent of its bilateral resources on the poorest countries. Europe is still struggling along at 

just under 50 per cent and the reason for that is the money that is going to countries like the 

Balkans, Morocco and so on. There are many examples. That is a very interesting political 

question because it is entirely legitimate for the European governments to say, “We care 

about the Balkans and we pretty much care about North Africa as well.” I have been puzzling 

over this one. I have come to the conclusion that it is an issue about the volume of aid. At the 

Monterrey financing for development conference last year, the argument was very clear. We 

have an international commitment to the millennium development goals expressed in the 

millennium declaration at the UN. The British government is very strongly behind those. We 

have carried out an exercise led by former President Zedillo of Mexico, to estimate the cost 

of reaching the goals and that exercise indicates we need to double aid. At Monterrey 

countries committed to providing additional money. The European Union committed to 

providing 0.39 per cent of GNP by 2006. That is fine, but if you then spend that money on 
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countries which are not in the poorest category, the money is not available to the countries 

which most need it in order to reach the millennium development goals. The conclusion that I 

have come to is that it is perfectly legitimate to provide money to the Balkans, North Africa 

and anywhere else you like, provided you are not asking the poor in India, Bangladesh or 

Ethiopia to act as the providers of that money by taking money out of their aid pot and 

putting it into those other countries. We need to have a clear commitment from the donors 

that the 0.39 figure will be for the poorest countries and that anything for other countries will 

be additional. In 2002, we passed in the UK an International Development Act, which 

permits the British government to target its money entirely for poverty reduction and 

sustainable development. This is not quite of the level of the Pergau Dam, but I think there is 

an interesting question to be asked about whether or not providing money for non-poor 

countries genuinely meets the requirement of the International Development Act. The Act is 

quite carefully worded and says that the aid must be for the purposes of poverty reduction, so 

provided you could show that money going to middle income countries was being used to 

target the poor in those countries, then it would probably meet the test. It is a question that 

nobody has quite asked and would be worth investigating. I would be the last person to want 

to see DfID taken to court on this issue because I think DfID itself is very strong on the need 

to have a stronger focus on poverty reduction. There are ambiguities at the edge however. 

When Gareth Thomas spoke at ODI -- his speech is on our website -- he did say that the EU 

has a comparative advantage in middle income countries. Clearly, the British government 

wants to see money being spent in those countries. 

15. I wondered whether you thought the House of Commons reports on EU development 

aid had any effect and, by implication, whether whatever we say will also ultimately have any 

effect on EU development aid? 

A. First of all, the reports that have been produced on Europe by both Houses have been 

serious, substantive, strategic and interesting. The International Development Committee has 
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done a number of very useful reports on Europe. But this comes back to the process point I 

was raising at the beginning of our discussion. Wonderful reports; who is listening? The first 

people to listen and the people to whom the reports are largely addressed are the British 

government. It would be difficult for me to say whether or not British government policy has 

changed significantly as a result of the reports. I think they have been genuinely rather 

supportive of British positions, so there has not been a great divide between the committees 

and the government. Having the British government on our side is the least of our problems 

here. The question is how are we going to get the rest of Europe on our side, and indeed the 

rest of the world, because many of these issues require an input from the developing world. 

As we have thought about this as researchers and as a think tank, I have developed three 

models of how policy change could work across Europe and across the world. The first is 

what I call the Microsoft model, which is you have a single, hegemonic policy. In every 

country you go to, you switch it on, so to speak, there is the same policy and it is all written 

in Seattle in the United States. Clearly, that is not where we are and not where we are going 

to be. The second model I call McDonalds. Every time you walk through the front door, it 

looks roughly the same but every branch is a franchise and is independently managed. We 

might get to that position but we are not there yet. The third model is inspired by airline 

alliances. Airlines very often are independently owned and work independently, but they 

collaborate. They will advertise together. They will perhaps move your baggage without you 

knowing about it from one airline to another and, at the extreme, they will have code sharing 

where you have very clearly linked flights. That works because there is a very high degree of 

trust between the parties and a great deal of information exchange. What we are trying to 

develop with our project is what I call “policy code sharing”, which is trying to get people 

across Europe to work with the same high degree of trust and the same visible level of co-

ordination. We as researchers are doing policy code sharing. The question worth asking is 

whether the parliaments of the Member States should not also be trying to do some policy 
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code sharing. A few years ago, a House of Commons committee took the interesting initiative 

of setting up a regular meeting of chairs of select committees. I think they meet now once a 

year and try to co-ordinate their activities and involve also the European Parliament. It would 

be very interesting to have a similar exercise involving the upper Houses of Parliaments 

across Europe. There is more even than that that could be done. Why not have joint select 

committee inquiries, the French, the German and the British upper Houses, inquiring together 

into European aid? Why not go one step further and have the French, the Germans, the 

British and the Kenyan select committees all examining European aid together? It does seem 

to me that there is a great deal that could be done if we were to think about ways of 

collaborating more. I also think DfID should have a dedicated junior minister, whose only job 

is to pursue the British aid agenda in Europe. This is, after all, over 20 per cent of our aid 

programme and sometimes over 30 per cent. It is, by comparison with other elements, 

understaffed and certainly politically somewhat under-resourced. 

Lord Morris of Aberavon 

16. How do you ensure what you have termed poverty reduction money from Europe does 

not go to Balkan type problems? Is this war being won or lost? You talk about poverty 

reduction money going to countries like India. You talk about money going to problems in 

Balkan type situations and obviously the proportion of one would vary. The greater the 

money that goes to the Balkan type problems, I suspect means less going to poverty reduction 

in India. What are the proportions? Is more money going to Balkan type problems and less to 

Indian type problems or the reverse? 

A. The share of aid is going to the poorest countries, which I said was about 50 per cent 

in the case of Europe, has crept up a little. It was 43 per cent; it is now 50 per cent. The 

disparities are still huge between what different countries receive. I looked up the figures 

from the latest annual report yesterday which are for 2002. Just as an example, India received 

14 million euros in new commitments. Bangladesh received 32 million in new commitments. 
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Morocco received 124 million. Romania received 696 million euros in new commitments. 

There is a huge discrepancy between what the poorest countries, especially in Asia, are 

getting and what the ring of friends are receiving. The European defence of this will be that 

that is okay because the amount of money available for poor countries has not gone down, it 

is just that we have put new money into the ring of friends. From the logic I followed earlier 

about Monterrey, I now realise that that is an invalid argument because, certainly from the 

point of view of individual Member States which are paying for this, the aid budget is fixed. 

Britain’s aid budget which is targeted at the poorest is being diverted, if you like, and we 

could reach significantly more poor people if we were to repatriate the money and spend it 

bilaterally. I do not necessarily think we should do that, but I do think we should be providing 

aid over and above the 0.39 in order to reach the ring of friends. 

Chairman 

17. Perhaps I could return to the Development Act which you talked about a few moments 

ago and ask whether you believe it covers budgetised aid. Surely there is a powerful 

argument to suggest that it does not because budgetised aid is only attributed to DfID and 

DfID does not make appropriations in the same way as it does for the European Development 

Fund. Is that not right? 

A. That sounds entirely plausible, but I am afraid I do not know whether attribution 

monies would be covered by the International Development Act. If they are not, they 

probably ought to be. 

18. If you would like to ponder on that question and have second thoughts, I am sure the 

Committee would be glad to receive a note from you. 

A. I will do that. 

Baroness Park of Monmouth 

19. Do you think it is possible that some of the money that is going into, say, Romania and 

Bulgaria, while they are waiting to come in, is going so that the EU can bring them up to the 
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standard of the acquis? Therefore, that diversion of funds may have a limited life and may 

only go on for the next three or four years; or do you think it is a long term thing? 

A. As countries join the European Union they become ineligible for money funded from 

international development budgets and they become eligible for other forms of support, 

including regional funds, structural funds, the CAP and so on. So yes, in due course, there 

will be savings. On the other hand, there are plenty of countries in the ring of friends who are 

not candidate members and some who might be candidate members but are not going to 

become members for quite some time. Perhaps Turkey might be one of those. There is, given 

the strategic priorities of the European Member States, probably a very large demand for 

money in the Middle East, North Africa and central Asia. 

Lord Williams of Elvel 

20. I want to ask a question on aid delivery. Are we satisfied that the EU have a handle on 

possible fraud in the payments that are made to whoever for the purposes of development? I 

remember the famous alliance of progress which was pretty well abandoned because the 

amounts going out from the United States and Latin America more or less coincided to the 

amounts going to illegal bank accounts in Zurich. 

A. I am not competent to give you a detailed answer. My impression is they are much 

better than they used to be and that the number of scandals has decreased. I cannot give you 

chapter and verse. The Court of Auditors, I imagine, would be the place to acquire that 

information. I would be happy to check back with the last couple of auditors’ reports to see 

whether we can find anything for you. 

Lord Bowness 

21. You have talked about the ring of friends in eastern Europe and the Mediterranean. 

Could I turn to the ACP grouping? Do you think that the benefit which they receive is equally 

disproportionate compared with India, Bangladesh and other countries? Do you think there is 

a better way of doing it? Should countries be treated regionally or alternatively on the basis of 
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their development needs and status? Perhaps you could give some indication of whether the 

disproportionate element for ACP is greater than the ring of friends. 

A. With one exception I am becoming an ACP sceptic: The ACP, which now has 77 

countries, has been a very central part of the European development co-operation from the 

beginning. It has had three dimensions, an aid, a trade and a political dimension. When 

Britain joined, the decision was made not to bring in some of our former colonies, 

particularly in south Asia, so it is still very much an Africa, Caribbean and Pacific group. On 

the trade side, the value of the preferences given to the ACP is rapidly eroding and that is 

because trade generally is becoming much more liberal and because initiatives like the 

everything but arms initiative apply not only to ACP countries but also to least developed 

countries which are not members of the ACP, which is a significant number. As trade 

liberalisation proceeds, the trade benefit of being a member of the ACP will further erode. 

Furthermore, the trade interests of ACP countries are not as homogenous as they once might 

have been. What we saw at Cancun was a number of different groupings of developing 

countries, some of them regional, some of them not, acting on particular topics. There has 

been a bit of a debate in our meetings series about the question of whether or not the ACP 

were significant players in Cancun. Some people who were there think they were; others 

think they were not. We had one ODI staff member on the Malawi delegation, Sheila Page. 

Malawi is a member of the ACP. Her view was that the ACP had not been the most important 

avenue for Africa’s interests to be pursued. The aid arrangements are becoming increasingly 

more difficult and hard to justify, given the kinds of figures I gave you earlier for India and 

Bangladesh, compared to some of the countries in the ACP. I do not think I cited Mauretania, 

but Mauretania received 15 times more than India received last year, for example. Mauretania 

is a very small country and very needy, but India has most of the world’s poor. What remains 

very strong and worth defending is the political relationship between Europe and the ACP, 

expressed in a number of joint institutions like the Joint Parliamentary Assembly and the 
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Joint Council of Minister and also in some sort of reciprocal accountability. This is the 

exception I talked about when we talked earlier about accountability, I was thinking very 

much of accountability to UK taxpayers. There is also an accountability of donors to recipient 

countries which needs to be taken into account. In work we have done at ODI on partnership, 

we have talked about trying to have a partnership between the donor and the recipient which 

is not the same as the partnership between the rider and the horse. We want something more 

equal than that. The way to move towards a more equal partnership is through a political 

relationship and then some kind of procedure for recourse if you do not agree and, for 

arbitration if there are disputes between the parties, just as a couple of plumbers would do if 

they were working together in a partnership. They would have rules which govern the 

relationship. Britain, in its first White Paper in 1997, trumpeted the notion of partnership as 

being the guiding principle for our aid with developing countries but there was very little in 

the way of a reciprocal relationship. Since then, DfID has begun to be quite innovative and 

they now have something that looks a bit like a contract with Rwanda, Ethiopia and I think 

Tanzania, in which there is independent review of the aid relationship and some procedure 

for deciding disputes. The model of how to do that, I think, is the ACP relationship and the 

Cotonou Convention does have in it some quite specific procedures if the European countries 

disagree with what is happening in the ACP countries. You cannot just cut off aid. You have 

to go through some sort of process. In the document that I am going to leave for you, we have 

a box which summarises what that procedure is. I am all in favour. I think it is impossible to 

have a genuine relationship without some kind of reciprocal accountability. Your question is: 

is that enough to justify preserving the ACP relationship. My own view is that the EU has 

rapidly been developing relationships with other regions, the Barcelona process, the ASEM 

process, the Cairo process. Why not have a relationship which is rather more coherent across 

the whole range of developing countries which builds in the advantages of the ACP political 

relationship? As I have discussed this with people, one colleague has made the suggestion 
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that perhaps the Commonwealth might be a model. The Commonwealth does not quite do its 

business in the same way, but there are clear parallels between the relationship that a group of 

rich countries -- Canada, us, Australia -- have with a group of developing countries, that 

could be replicated with the developing world. Perhaps we can then build on the ACP 

relationship and draw in other countries. I have suggested, for example, that some of the 

larger developing countries who are not members of the ACP should be invited to attend as 

observers and should perhaps be given speaking rights. Perhaps the agenda of ACP meetings 

could be structured so as to have some items on it of interest to a wider group of developing 

countries. This is a baby and bath water problem, not to throw out all the advantages of the 

ACP, while recognising that some of its core elements have been significantly eroded. 

Baroness Park of Monmouth 

22. Would you not say that NEPAD fits that, the contract on governance between the aid 

countries and the countries due to benefit? 

A. NEPAD, and the African Union, is a good example of why the ACP is becoming 

more difficult to sustain, because of course South Africa is not formally a member of the 

ACP, and NEPAD also includes a number of North African countries not members of the 

ACP. The African Union includes all those countries too, so the African Union cuts across 

the ACP. If we have a relationship with the African Union, it is hard to have a relationship on 

the same topics with a sub-group of that called the ACP. On the contract question, there is an 

implicit contract. It is not a very clear contract. There is no treaty between Europe and the 

African Union, for example. What has been put in place is a peer review process, rather like 

the DAC process I described, whereby African countries will review each other’s 

performance. When I last looked at this some months ago, it was making very slow progress. 

Not many countries are willing to offer themselves to that review and not many are willing to 

criticise their neighbours - including a few obvious cases we might think of. There is an 



 

23 

implicit contract. You govern yourselves properly and we will provide more aid. As with the 

British White Paper of 1997, the question arises, “who decides?” 

Lord Powell of Bayswater 

23. Do you not think there might be some quite difficult political problems about de-

privileging the ACP countries? When you said earlier why do we have a European aid policy, 

the real answer is that in 1957 France and, to a degree, Belgium came into the European 

Community with dependent territories and they wished to spread the load of the financial 

obligations they assumed towards those territories. The ACP grew out of that privileged 

relationship. You said rather tactfully that it was decided not to include India and Pakistan. 

The answer was it was vetoed by the existing members of the Community at the time we 

joined Europe. They were not allowed to be brought into the ACP. We were allowed to bring 

in some of the smaller African and Caribbean Commonwealth countries but not these south 

Asian countries. Do you think there is any reason to believe that the same considerations 

would not be used now? France clearly sees a strong advantage in having a privileged group, 

the ACP group, within which the francophobe countries are extraordinarily privileged and 

would be very resistant to any attempt to bring others to their level or to create what I think is 

an excellent suggestion of having a Commonwealth type institution which extended to all 

developing countries. 

A. If you believe that the ACP privileges are quite rapidly being eroded on matters of 

substance vis trade and to some extent aid, what is left is a shell which even those 

enthusiastic proponents in 1957 might find less useful. 

24. It does not sound as if they are being that eroded if Mauretania is getting 15 times as 

much aid as India. 

A. That is true. It was a slightly low year for India, I think. There is also a general 

problem that large countries tend to be under-aided and small countries tend to be over-aided. 

The point you raise is a very interesting one. The question we are asking is: is it worth 
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battling to preserve the ACP. When I raise this question, people say to me, “What a 

ridiculous question. We have just signed the Cotonou Convention for 20 years. It was only 

ratified earlier this year. The question is not remotely on the agenda”. There is an issue, 

however, about how much political capital, time and money rich countries will want to invest 

in what are increasingly seen to be rather irrelevant institutions. The Joint Council of 

Ministers, for example, does not attract very many ministers from Europe and the 

Parliamentary Assembly I am not familiar with in detail, but I doubt it has the influence it 

would hope for. 

Chairman 

25. What do you say to those who are critical of bringing into policy reciprocal political 

relationships, who question it and say, “Does this not just make the EU a soft touch for aid?”? 

A. I say it depends how you write the rules. In the old days under Lome I, II, III and IV, 

European aid was largely contractual, which meant that once the EDF had been agreed it was 

divvied up and countries knew what they were going to get. There was a sense that that was a 

useful thing to do because it removed uncertainty in aid flows. On the other hand, it also 

meant that the EU found itself supporting some very unsavoury regimes and was not able to 

do much about it. Idi Amin, for a while, was a case in point. Because all this was contractual, 

you could not cut off aid. You need to have an aid relationship where, if there is a gross 

derogation on one side or the other, something can be done about it. If Idi Amin or someone 

like him were to come to power again in Uganda, one would want to be able to say, “We are 

no longer going to support this regime.” The question that arises out of the discussion of 

reciprocal accountability is whether that decision can be taken by one party alone without 

consultation and without recourse or whether there should be some due process in making the 

decision. The argument for reciprocal accountability is to say, “Yes, this is an issue. We have 

defined in our contract of relationship that there will be good governance” -- indeed, that is 

what the Cotonou Convention says -- “and if those requirements are not met we will enter a 
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process. If you do not like it, there is a procedure.” I think it involved the Joint Parliamentary 

Assembly or the Joint Council of Ministers. It is not done arbitrarily but follows some kind of 

due process. I think that is right. You should not give aid to baddies; nor should you be 

allowed arbitrarily to suspend aid without consultation. 

Lord Morris of Aberavon 

26. We have already had a preliminary canter on some aspects of this. Could you clarify 

the relationship between European Union aid giving and bilateral aid? Are they completely 

independent, interdependent, or is it value added? Secondly, what governs the contribution 

that we make for bilateral aid and what we give to the European aid programme. From what 

you said earlier, there is a pretty traumatic effect if large areas of the world which are 

extremely poor get less and comparatively prosperous countries get more. 

A. Europe has always had two ways of providing aid. The first is through category four 

of the budget, the external action section of the budget. The second is through the European 

Development Fund, which is directed to ACP countries, now under the Cotonou Convention. 

At present, about three-quarters of external aid is financed from the budget and one-quarter 

from the European Development Fund. I will address budgetisation first, if I may. Many 

people believe that it would be sensible to budgetise all European aid, for all European aid to 

be within the budget. Glenys Kinnock, when she spoke at our meetings series on this topic, 

made that point and gave in support the argument that it would increase parliamentary 

scrutiny because the budget is subject to the codecision procedure with the Commission, 

whereas the EDF is fixed by treaty and the money allocated by the Council. The only role 

Parliament has is in signing off the accounts. Budgetisation would enable more coherence to 

be brought to the totality of spending. It would increase parliamentary scrutiny and it would 

simplify arrangements. There are two arguments that have been made against it. The first is 

that the poorest countries would lose, which is why Glenys Kinnock argued for ring fencing 

money for the poorest countries. That relates to the argument I was making earlier on about 
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the 0.39. The other is that some countries would have to pay more as a result of that change. 

For example, the UK of course pays a standard percentage of all attributed costs and that 

figure is currently 14.3 per cent. At the time of the last renegotiation of EDF, it negotiated for 

itself a lower contribution to the EDF and that figure is 12.7 per cent. Budgetisation would 

mean that Britain would have to pay a larger contribution to European external assistance, 

although given that the aid budget is growing I am not sure that that should be a major 

blockage. Budgetisation is probably quite a good idea, in my view, provided that we can 

retain the same kind of poverty orientation that is found in the British International 

Development Act and not see greater diversion of money to the countries which are not 

among the poorest, unless we are able to increase aid sufficiently to make that possible. 

27. How do you ensure that? 

A. You could do it legislatively. As they already do have budget lines for certain things, 

you could have a budget line not for forestry or de-mining, but called “poorest countries”, 

which could be a very large budget line. It is perfectly possible to earmark money within the 

European budget for the poorest countries. The trick is to make sure that the budget is 

growing fast enough if that is what we decide to do and that there is enough money to meet 

both the poorest countries’ needs and those of the Balkans, for example. There is a much 

more difficult question, which is what share of British aid is it sensible to be putting through 

the European Union in the first place. We know that some political parties, if not all at some 

stage, have threatened to repatriate British aid. Clare Short at a certain point said, “If it does 

not improve I want my money back.” That is a political decision which researchers can 

inform, by looking at the relative advantages of European aid in terms of efficiency, in terms 

of its distribution and in terms of the quality of aid programmes. In earlier discussion, I think 

I have said that the quality is better than it was, though probably not as high as the best of 

British aid. The efficiency of delivery is improving markedly. That provides a case. The 



 

27 

further case for European aid is of course around acting together, solidarity, simplification 

and the advantages of multilateral aid. 

28. Is the bottom line, assuming that there is a constancy in the total provisioning, that the 

more we give, whatever mechanism we design, as our contribution to European aid the less 

we give bilaterally? 

A. Mutatis mutandis, yes. With a fixed aid budget that must be the case. 

Lord Powell of Bayswater 

29. As I understand it, the only bit of aid we give through Europe which could be 

repatriated would be the EDF contribution. We could not repatriate the budget contribution 

because you cannot say you are not going to contribute to this part of the budget or that part. 

It is not an option. 

A. It is not, but the financial perspectives discussion is one in which it is possible to 

agree the total size of category four expenditure . The financial perspectives take place every 

seven years and are due to start over the next year or so, ready for the new arrangement 

which will start in 2007, if I am not mistaken. It would be possible for Britain to go in and bat 

very strongly for a much smaller category four. 

30. You could not just on that basis get your money back. Really you are just talking about 

the EDF contribution. 

A. If you say so. 

Lord Harrison 

31. Instead of “get your money back”, how about “give your money away”? Let us look at 

this problem not in terms of repatriating the quantum that is already there. Is there not an 

argument for giving more to the Commission? That was what lay behind my question to you 

when you talked about the 200 staff beavering away here in London on behalf of DfID and 

the paucity of numbers in Brussels. Is there not a logical argument to be made there that we 

would have all these other benefits that you have talked about but we would also save on 
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duplication, sharpen up what we intend to do and provide the poverty reduction aim well 

preserved, brought to the fore and so on? Is that not a route that we could go down? 

A. Say you are in Hilary Benn’s, shoes, with an aid budget to spend there are various 

ways you can spend it. You can spend it bilaterally. You can spend it through the UN. You 

can give it to the World Bank. You can give it to the EU. In a rational world, the question you 

would ask is which of those disbursement options at the margin is going to give you the 

greatest return in terms of poverty reduction. You would then make that judgment based not 

only on where the money that you gave was going to be spent but what it was going to be 

spent on and how well it was going to be spent. I know that DfID is currently going through 

an exercise looking at the allocation of its multilateral spend with those sorts of questions in 

mind, but I have not yet seen the outcome. If you were to make that decision looking only at 

British bilateral aid and European aid, by far the dominating factor would be where the 

money was spent because so much more British money goes to the poorest countries than EU 

money. If you value that criterion above others, you would want to keep the money as far as 

possible running through the bilateral programme. If you think there are other reasons for 

having a European aid programme, you would want to put a greater share through Europe, 

which might be political as much as administrative. It is, like all budget allocation decisions, 

complicated. 

Baroness Park of Monmouth 

32. Would you not say that one of the problems is how much it costs to administer things? 

On that basis, the UN would cost a great deal. The EU probably would cost a fair amount. 

Does that bring it back to having more money to spend on the object because you do not have 

too much money to spend on the administration? 

A. I could not sit here with confidence and tell you that the administrative cost for an 

equivalent kind of project is greater or lower in any particular case. I would be surprised if 

the UN were more expensive than the UK. I would be surprised if the EU were not somewhat 
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more expensive than the UK. An interesting question here though is that the administrative 

cost depends on what you spend it on. By far the easiest way to spend money is to give a 

single cheque in the form of balance of payments or budget support, which does not require 

any agronomists or education specialists. It just requires a few macro-economists working in 

the Ministry of Finance. In the case of the European Union, at a stage when it was very badly 

under-resourced in terms of technical skill, the cliché I used was that they should cut their 

coat according to their cloth. If you do not have a lot of people, you need to find ways of 

disbursing aid which are not people intensive. Sometimes the best way is balance of 

payments support, but there are also one or two sectors in which the EU is specialised, like 

transport, for example, where they have expertise, they are pretty good at building roads and 

many bilateral donors do not do that any more, including the UK. The pressure on the EU, 

though, is always to do more. Somehow or other, the EU has to be seen to be present in every 

country and in every sector. The result is that it is very thinly spread and there is probably a 

case for greater concentration. They published an important strategy document in 2000, I 

think, which was designed to narrow down the programme. They identified six areas they 

were going to specialise in: trade, regional development, macro-economics, transport, food 

security and rural development and institutional development. That is a rather eclectic list and 

they have not done terribly well at concentrating within that list. Cut your coat according to 

you cloth is not a bad maxim for an administration under stress. 

Baroness Park of Monmouth 

33. DfID has suggested that EU development assistance receives comparatively little 

interest from the NGO community. Do you agree with that and, if so, what has been the effect 

of that lack of interest? 

A. Interestingly enough, I am not sure that I do agree. I think there is a serious problem 

with the academic community which I will come to in a second. The NGO community is 

patchy but there is a co-ordinating organisation of NGOs called BOND, the British Overseas 
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NGOs for Development, and they have a European team of three people which has done 

sterling work in, for example, stimulating debate about the Convention. BOND is the British 

platform for a European coalition of NGOs called CONCORD which is represented in 

Brussels and is again very active. That is on European issues generally. On certain topics, for 

example, trade, of course the NGOs are extremely active in the UK. ActionAid prided 

themselves on having representatives on eight separate delegations at Cancun. CAFOD are 

very active, so are Oxfam with their excellent trade report. There is less debate on EU issues 

generally. It is not something that has been top of the agenda for many NGOs, they are 

always making choices about what to campaign on, and they have found education or HIV or 

trade more attractive than the reform of the European Commission. The academic community 

I am more worried about. I am President of the Development Studies Association of the UK 

and Ireland. We have a European Study Group but it is relatively small and there are not 

more than four or five academics in the UK who are working in this territory. That is a pity 

and if I were the British Government I would be wanting to encourage more research. DfID 

has put money into a European oriented research window, the acronym for which is EC 

PREP, but it has not been very successful yet at funding work on the kinds of issues we have 

been discussing today. I ought to be able to come to you with a much more coherent research 

based story than I have been able to. We are still too anecdotal. There is more to do. 

Chairman 

34. I only make one comment myself, Mr Maxwell. You have talked about joint meetings 

with other parliamentary committees. I think it is a difficult road to go down. My experience 

of attending meetings of Chairmen of Defence and Foreign Affairs Committees within 

Europe really does not amount to very much and it is very difficult indeed to focus on a 

particular issue at those sorts of meetings. I hesitate about that one. Thank you for coming. 

You have been extremely clear, if I may say so, and I think a great many of the things which 
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you have said to us will appear in our report because I think you have opened our eyes to a lot 

of things we did not fully understand earlier. 

A. I have enjoyed it. Thank you all very much. 

 


