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MONDAY 2 FEBRUARY 2004 

________________ 

Present 

Bowness, L (Chairman) 
Lea of Crondall, L 
Maclennan of Rogart, L 
Northover, B 
Powell of Bayswater, L 
Tomlinson, L 
________________ 

Witness: Mr Kristian Schmidt, Deputy Head of Nielson Cabinet, DG Development, 

European Commission, examined. 

Q160  Chairman: As I am sure you know, we are part of the European Union Select 

Committee of the House of Lords – its sub-committee dealing with foreign policy, defence 

and development.  We are carrying out an inquiry into European Union development aid and 

assistance, looking at various aspects of that, including: evaluating the reform of European 

Union development assistance; looking ahead to the development of foreign policy; looking at 

the provisions of the Constitutional Treaty and what that means for development aid, if it is 

enacted; the effects of enlargement; the future of the ACP grouping; and the European 

Development Fund and whether or not it should be budgetised.  We have had a paper which 

has been circulated, Reform of the Management of EU External Assistance Progress Report.  

Was that prepared by your department here? 

Mr Schmidt: It was prepared jointly by EuropeAid, DG Development and DG Relex, but 

under the supervision of the joint cabinets of Commissioner Patten and Commissioner 

Nielson.  

Q161  Chairman: Perhaps I could start this session by thanking you and saying that we are 

very grateful to you for giving your time to give evidence.  Before it gets forgotten, how do 
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you see the proposals in the draft Constitutional Treaty and how they would affect 

development aid? 

Mr Schmidt: Let me first apologise on behalf of Commissioner Nielson, who is in New 

Zealand for the moment, but who would have very much liked to receive the Committee and 

always appreciates the quality of the reports coming out of all of the UK parliamentary work.  

He is sorry to have missed this opportunity, therefore.  To answer your question, I think that 

on this particular point Commissioner Nielson did not see a need in the convention for new 

competences, perhaps contrary to the foreign policy area.  In development policy, 

Commissioner Nielson simply considered that the regime of shared competence that we have 

at the moment is quite adequate, and that that would be a useful outcome.  Indeed, it is what is 

now in the draft Constitution.  I think he considers that there is a case to be made for the 

added value of certain things being done at the Community level, but clearly there is also a 

role at the national level.  Diversity, the way Member States do development co-operation 

differently, is of value to our partner countries – but also, of course, a reflection of the 

societies that they represent.  He would basically have been happy with the provisions in the 

draft Constitution as they stood and, from our side, we did not try to press for any steps on the 

balance of Member States and the Community.  There are a number of points, however, 

where one could perhaps have expected a bit more from the Constitution, but that is at a lower 

level of importance.  There are things – like taking steps forward in terms of using common 

analytical platforms for the programming of development aid – where you could argue that 

this is perhaps too much detail to put into a constitution, but these are the kinds of things that 

Commissioner Nielson might have wished for.  Otherwise, he would of course have 

welcomed the adoption of the language on poverty eradication as the ultimate target and goal 

of our efforts in this area.  He certainly would have welcomed the legal base on humanitarian 
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aid, which would make it clear that we were operating on the basis of the principles of 

neutrality and impartiality in that area. 

Q162  Lord Tomlinson: Can I ask you two questions, both arising from what you have said?  

You were quite content with the outcome of the Convention; but, since the Convention, there 

has been the specific Commission proposal in relation to budgetisation.  If that was so crucial 

in terms of raising a proposal, why did you not raise that in the context of the Convention?  

There was very substantial deliberation on budgetary and other questions in the context of the 

Convention.  Also, you referred to Commissioner Nielson’s commitment to the goal of 

poverty eradication.  That is certainly a goal which I believe the UK Government would fully 

share.  However, I get the impression that there is a substantial feeling in the United Kingdom 

that that goal of poverty eradication is somewhat diluted by the political nature of so much of 

the expenditure from the European Union budget – things like the flanking measures for the 

Middle East process; the support for the Palestinian Authority; the MEDA programme; a lot 

of the aid to Latin America – which does not seem to fit in with those objectives and therefore 

seem to dilute the conviction with which they can be put. 

Mr Schmidt: First on budgetisation, the text as it stood would have enabled budgetisation by 

leaving out the reference to the ACP being separate – which is in the current Maastricht 

Treaty.  That text, in parallel with our proposal for budgetisation, would have enabled the two 

things to go together.  So there was an enabling change in the constitution, enabling 

budgetisation.  The process of budgetising is in any case not something that the EU can 

decide unilaterally.  It is something that we have first to agree on internally, yes, but then it is 

something to be negotiated with the ACP countries.  It therefore seems difficult to put it into a 

constitution up-front without this negotiating process having taken place.  There is absolutely 

no question, however, of the commitment of the entire college to the proposal for 

budgetisation  We are indeed trying as best we can, as it were, to sell the case with all the 
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Member States, including the UK, which is one of the Member States which remain to be 

convinced on this point.  I can expand on the merits of budgetisation, if you wish, but that was 

not your question in the first instance.  On poverty eradication, I would say that this is a 

continuing battle.  It is a battle where, in terms of statistics, progress has been made in the last 

couple of years – certainly since 1999.  If you take the figures for what was going to LDCs 

and low-income countries, it was about 34 per cent in 1999; we are now close to 45 per cent.  

So, over the years when my Commissioner has been in office, there has been a 10 percentage 

point increase of the share.  But you are right to say that more can be done.  It is also a 

question of whether you recognise that Member States have, as they indeed have, decided that 

some of the things we do jointly are a good choice.  For instance, the Balkans.  The fact that 

the Council has decided jointly that the EU should take care of stability in the Balkans, and 

therefore in past years allocated quite substantial amounts – it is now going down – has  

allowed Member States, by complementarity, not to spend significant amounts in official 

assistance in the Balkans.  There is therefore a choice: that Member States have decided that 

this is an additional responsibility for the Community to undertake.  If you look at the ACP 

countries, however – what we call “the primary poverty focus” in the allocation of funds to 

the ACP countries, i.e. the amount of funds going to the LCD countries and the low-income 

countries – it is around 90 per cent.  So for that part of what we do there is a very clear 

poverty focus. 

Q163  Lord Tomlinson: So poverty focus doing better in the non-budgetised funds than in 

the budgetised funds? 

Mr Schmidt: Absolutely.  I can feel the conclusion you would wish to draw from that – which 

is to say that if you budgetise then you would lose poverty focus.  I would say that the 

opposite is the case.  We are currently discussing extending the country allocation criteria 

from use for the EDF to the budget environment.  This is a political agreement that has been 
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reached between Commissioner Patten and Commissioner Nielson and communicated to 

Council, endorsed by the Council on Monday last week, saying that they would indeed 

appreciate that in future the Commission uses the same mechanisms for allocating funds to 

countries – whether it is the ACP or whether it is the budget part of the geography.  We feel 

that would have a number of advantages.  First, it would increase poverty focus, because we 

would be giving priority to the size of countries, and certainly to the needs of countries – and 

this is simply calculated on the basis of  GNI per capita – and then to country performance, in 

terms of macro-economic stability, et cetera.  If that method of allocating funds up-front were 

to be extended to the budget environment, we think that would be a way to increase the 

poverty focus.  It would also be a way of saying that we apply the same rules to the ACPs as 

we do to the non-ACP countries which – and here is the second advantage of that – would 

give Council, the European Parliament and national parliaments a much clearer idea of how 

funds are being allocated.  For example, for the ninth EDF, everything is calculated by a very 

elaborate scheme of weights that are applied, and then a distribution is made.  This is notified 

to the ACP countries, and Council and Parliament can all see how it is done.  It is much less 

evident, for the budget part, how priorities are set inside the Commission in terms of 

proposing funds to be allocated to Pakistan, India, and Bangladesh.  By extending these 

criteria, however, the Parliament and Council would have a clear rationale for having 

allocated these funds; and then Council could have the budgetary authority, could have their 

political discussion on whether they agreed with these priorities, change them, give extra 

weight to the fight against terrorism, migration, what-have-you – but the original proposal 

from the Commission would be transparent and motivated by objective criteria.  This is what 

we have proposed, and it is what the Council have now said that they would want us to take 

forward. 
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Q164  Lord Powell of Bayswater: I see the logic of what you are saying, but I suspect that 

the political reality will, as over the last 30 years, prove that the EDF continues in existence.  

If that is the realistic judgment, does it not make more sense to transfer responsibility for the 

non-ACP developing countries to DG VIII, rather than to have this split of some under your 

direct responsibility in DG VIII and others under Relex?  Secondly, a related question: does it 

still make sense to maintain the ACP grouping?  Has it not lost its original logic, which was to 

do with French decolonisation?  Obviously, it cannot be changed overnight, but ought not a 

forward-looking Commission be planning now for a situation where the ACP grouping as 

such disappears over a five to 10-year timescale, so that there is a genuine similarity of 

treatment between all developing countries? 

Mr Schmidt: Your last question is the most radical question, so I will start with that one.  My 

Commissioner would certainly see it as a great loss to lose the ACP grouping, as it were.  

Given the earlier question, I would grant you that there is a need for extending or harmonising 

some of the approaches.  For instance, in the area of resource allocation, there is no reason 

why you should treat Burkina Faso and Bangladesh differently.  Whether you are poor in one 

country or the other does not really give you more merit in terms of our assistance.  That is 

one aspect.  However, there is a heritage to preserve in terms of the nature of the partnership.  

If you go through the Cotonou Agreement, as I am sure you have done, and look at it, the first 

side of it might be looking through the UN Charter or a UN resolution; but I can assure you 

that, on some of the provisions in terms of corruption, on political dialogue, the language in 

the Cotonou Agreement goes far beyond what Europe collectively could ever hope to achieve 

in negotiation in the UN Assembly.  So there is some trust in the partnership and some 

long-term investment of dialogue there, which should not be lost. 

Q165  Lord Powell of Bayswater: The language goes beyond.  Does the reality really go 

beyond? 
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Mr Schmidt: It does on corruption, yes.  Before coming to this job, I was at the UN General 

Assembly, representing my country of origin.  I vividly remember the negotiations on a 

resolution on corruption.  Even to discuss in the UN General Assembly the fact that there is 

corruption in developing countries is a tall order – even to have it put on the agenda.  What 

was achieved in the Cotonou Agreement – and this I remember equally well, because it was 

one of the first achievements of my Commissioner early in the year 2000 – was to say, “We 

have a disagreement with the other side on whether you want to discuss corruption, but that is 

because they want to discuss it not as an essential element, or not under the broad, fuzzy term 

of ‘good governance’”.  My Commissioner’s approach to that was to say, “Good governance 

can be discussed as part of a political dialogue.  We need a discussion like that.  There are 

different models of democracy, but it is part of what we discuss.  We can discuss it.  But 

corruption – there is only one word for that, and that is zero tolerance.  That has to be linked 

to the essential elements and must lead immediately to suspension of our assistance”.  By 

addressing it in that manner, our partner countries in the ACP group actually accepted those 

provisions, not just for suspicion of corruption of EC funds, but also if it was corruption using 

their own taxpayers’ money.  This is important to us because, first of all, it is a question of 

good governance; but it is also, in a situation in which we give budget support, absolutely 

crucial that we can have full confidence not only in our money being used well but also that 

the whole budget managed by the ministry of finance is sound.  That is a long answer, but my 

main point is to say that there are a lot of areas where we can harmonise, to make sure that on 

all the procedures we do not treat the ACP differently.  That simply leads to the Commission 

having doubled systems – added bureaucracy, two sets of financial regulations, two sets of 

tendering procedures.  We have to get rid of all of these things, because they add to the 

burden of handling this.  One thing which we should not get rid of is the quality of the policy 

dialogue.  That has to be maintained.  
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Q166  Lord Powell of Bayswater: How many countries have we actually suspended for 

corruption?  Is it just one?  Is it just Togo? 

Mr Schmidt: It is on and off.  The Côte d’Ivoire is the prime example, where there were funds 

held back.  So we held up while the investigations were ongoing.  We held up, fully 

acknowledged by the Ivory Coast, and then they paid back and co-operation resumed. 

Q167  Baroness Northover: What has happened with Angola? 

Mr Schmidt: I do not want to go into details on that, because I simply do not know enough 

about that case. 

Q168  Lord Lea of Crondall: Last summer there was a report by a high-level American 

group on the problem of development, or lack of it, in Africa.  They centred their report 

around the statistic that only 1 per cent of world capital flows was going to Africa – although 

Africa has 10 per cent of the world’s population, 800 million out of eight billion.  I would like 

you to comment on the following way of presenting the dilemma.  If you go down the road of 

saying, “What does it take to get more private investment into Africa?  Let’s ask big 

business”, and big business says, “When we go to China or when we go to India these days, 

they lay out the red carpet and say ‘You can have that and that’”.  It is perhaps not the same 

agenda as would appear in your EU-negotiated Country Strategy Paper.  On the face of it, it 

certainly would place less emphasis on the degree of ownership which the recipient country 

would feel it committed to the programme – because it had been involved in writing it and it 

would get its local authorities, its judiciary and all layers of its society committed to the 

outcome.  Clearly you can get nowhere near the world development goals unless you have 

7 per cent of your total economic growth, and that will only come through considerably 

increasing private capital flows.  We are just not getting private capital flows going to Africa, 

and yet there is this great tension between what it takes – as seen by business – to get the 
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private capital flows into Africa, and the sort of stuff that is typically contained in a Country 

Strategy Paper.  Unless I am wrong, I think that there is a tension there.  Would you 

comment? 

Mr Schmidt: Yes.  It allows me to complete my answer to the previous question, because I 

should also have answered on the trade part of Cotonou.  You are right to touch upon that.  

I think that this Commission has made great efforts to ensure greater coherence between those 

two agendas – trade and development.  Everything-but-arms is the most quoted example, but 

certainly our support for regional liberalisation inside Africa is the second leg of that policy.  

I fully accept the problem as you have posed it.  The problem in Africa is that markets are 

simply too small to be interesting to foreign investments: small and, of course, unpredictable.  

This, of course, is where corruption comes in.  If you could start by offering to an investor 

that they do not have to face an environment of corruption, it would already be a big 

comparative advantage for the average mainstream, honest business.  Our policy on this, 

however, is clearly to say, “The markets are too small and therefore you have to open up 

among yourselves, and possibly start with that even before thinking about asking for market 

access vis-à-vis our economies and opening up vis-à-vis our business”.  On this point, 

Commissioner Nielson always uses the example of a potential investor in a soap factory in 

Uganda.  Uganda is not a very big market.  The first question that investor would ask him or 

herself would be, “Can I, from that facility, export to the neighbouring countries?”.  The 

answer you will very often get is, “Yes, but at a 15 per cent tariff”.  So it is a problem for 

regional trade, but it is also a big brake on foreign direct investments into Africa.  Another 

good example that we looked at were mosquito nets.  You would imagine that Africa is a very 

important market for mosquito nets.  Two million people per year die from malaria.  This is a 

low-tech production which could be done locally.  A textile industry is present in Africa.   We 

therefore looked at this, as part of our policy on communicable diseases.  We found that there 
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had been an attempt in, I believe, Tanzania to set up a production facility for mosquito nets, 

but the feasibility study ruled it out because the market in the neighbouring countries, 

although promising, presented a barrier of 17 per cent.  So all of Africa imports its mosquito 

nets from Hong Kong.  This is not a normal situation; it is something which has to be 

addressed.  We are pushing as hard as we can on the Economic Partnership Agreements that 

are the Cotonou trade track.  Commissioners Lamy and Nielson are travelling to the regional 

organisations to persuade, to push that this regional opening is necessary.  You are absolutely 

right to say that, without this work, our whole approach – which is extra resources from 

development funds, the Monterey conference, the Doha track on trade and sustainability, 

Johannesburg – that whole three-legged strategy is missing a very crucial leg.  We can only 

tell our partners, “Cancun was a failure.  We hope it will get started.  But, until it gets started, 

the Economic Partnership Agreement is the only show in town, and you should take the short 

pause in the WTO discussions to make sure that you move forward on regional integration in 

the meantime”.  Your remark on the gap between resources available and reaching the 

Millennium Development Goals is well taken, however.  The average African country has $2 

to $5 per capita for health expenditure.  A minister of health in Uganda has that amount – to 

build hospitals, train nurses, buy drugs, treat AIDS patients, et cetera.  There is no way in 

which, with that amount of resources, you could halve child mortality by 2015.  This is 

absolutely recognised.  Our response to that is not to say, “It’s trade, not aid”, but to say, “It’s 

trade and aid”, and the aid argument is what is coming out of the Monterey conference.  As 

you know, the Commission has a role in trying to bring Member States forward jointly to 

fulfil that promise. 

Q169  Lord Maclennan of Rogart: I wonder if I might ask you a couple of questions about 

the interesting report published in December on the management of external assistance.  It is 

not of course addressed to parliamentarians or the general public.  It is a rather inward 
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document in some ways, without exemplifications, or with very few.  Consequently, it is quite 

hard to see how you prioritise the different management objectives.  One of them is clearly 

greater effectiveness and that, it appears, is being advanced by de-concentration of some of 

the programme delivery.  On the other hand, there are references to harmonisation of 

practices.  That in some ways seems to militate against de-concentration.  There are also 

references to sensitivity towards the needs of different countries within a region, and yet an 

attempt being made to standardise within regions, to some extent, what is being delivered.  

Reading this document, I find that in some ways it looks as though it is facing two ways on 

almost every question.  I am sure that is only because it does not actually have the examples, 

which might make it much clearer.  I wonder if it would be possible to give us a couple of 

examples of some these things. 

Mr Schmidt: I would be very pleased to do that.  Let me start with harmonisation and 

de-concentration.  I understand your point.  One of the steps forward we have taken is to have 

these Country Strategy Papers thoroughly discussed with Member States, and approved as 

upstream political discussions on what we are supposed to do in a given country.  These are of 

course first discussed at the country level with our delegations, with Member States’ 

embassies being present and commenting, with UN agencies, the World Bank and 

what-have-you.  Then they come for approval in Brussels, they go to the committees and are 

again discussed by Member States and approved.  In theory, this allows us to have a clear – 

“harmonised” is not the word – a common view, an EU view, on what should be done in, say, 

Bangladesh.  The trouble is that, once this whole process is completed, the actual use of this 

document is a little bit one-way.  It only informs what the Community is supposed to do, not 

the Member States that were involved in producing the whole document.  So having agreed 

and negotiated this document with the Member States, they still feel, “That was the EU 

Country Strategy Paper for Bangladesh.  I, Member State X, will now go back and write the 
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Country Strategy Paper for my country for Bangladesh”.  That is where we think there is 

progress still to be made.  It is not harmonisation for the sake of harmonisation.  However, if 

you look at it from the side of Bangladesh, they have gone through this whole discussion.  We 

have said that we have based our Country Strategy Papers on Poverty Reduction Strategy 

Papers.  We have already consulted widely and, as a mainstream donor, have based ourselves 

on the PRSPs.  Bangladesh then has to do the whole thing with a new Member State.  All of 

them are big donors, expect to be taken seriously, and met at the level of the minister of 

finance.  The number of negotiation processes that that country has then to manage, with 

experts coming to their country, to their capital, having to do the tour – because we donors 

expect to be received with attention, and almost gratitude – imposes a strain on the resources 

of our partner countries, with this multitude of processes ongoing.  What we are saying – and 

this is what will be coming out in the Commission’s report for the April Council on the 

implementation of the Monterey commitments– is that we are doing well in terms of 

increasing the level of ODA; but we have not fulfilled the promises of the last 30 years in 

terms of what we would call “donor discipline”, namely decreasing and harmonising our own 

demands on the partner countries in terms of what they should do to satisfy our needs for 

reporting.  It is a different aspect of the discussion also on the untying of aid, where we are 

asking for 16 different tendering procedures, Member State by Member State and the 

Community. 

Q170  Lord Maclennan of Rogart: Do you apply different laws to all these different 

tendering agreements?  That is just a point of detail. 

Mr Schmidt: No, not the Commission.  We have our tendering procedure, yes, certainly – 

agreed and imposed by the Council – but Member States have their own systems.  As part of 

this Monterey exercise, we have sent out questionnaires asking Member States to tell us 

whether they would agree for us, at least within the EU, to agree on the same tendering 
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procedures.  We talk about ownership.  In the countries that are capable of doing so, this 

should mean that, say, Bangladesh is able to say, “You want us to do the tendering 

procedures, so let us do it according to one set of rules that you all accept, and you all get the 

chance to control and get reports upon how it is done” – but not that we give the money to 

Bangladesh and say, “You will now do the tendering according to this set of rules”; then the 

next donor comes and says, “…with this set of rules”.  When Commissioner Nielson is 

visiting ministers of finance in these partner countries, he always takes a look at their archives 

to see what kind of administration they have to work with.  I am sure that you have also seen 

it when visiting countries.  Following all of these procedures is a burden that they simply 

cannot sustain.  You wonder why there are not more mistakes than there actually are, because 

it is immensely complex.  It is our responsibility as donors to make it simpler. 

Q171  Lord Lea of Crondall: I was in Bangladesh in September and it was very obvious 

that, on the one hand, there were too many different people coming to Dacca with slightly 

different agendas.  Their capacity is limited, even though Bangladesh is actually a very big 

country – 125 million people.  Imagine what it is like in Niger, if too many different people 

come in asking them to get into detail about different things.  Even so, it is also true – this is a 

delicate subject, of course – that Bangladesh is number one in the world corruption league, 

according to Transparency International.  There is a certain amount of alibi gamesmanship 

going on here: that “They would shout ‘neo-colonialism’, wouldn’t they?” if the delivery of 

the Country Strategy Paper, which they have signed up to, is not really to their taste.  I am 

afraid you have to fight your way through that very difficult political ---- 

Mr Schmidt: I want to be very clear that the Commission is not advocating less control, but 

actually it would be the other way round.  If you have just one set of procedures, with the 

donor community jointly you could control much better that it is being followed.  Let me ask 

you how much confidence and control you have, for instance, on what goes on in the 
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tendering procedures of a different donor.  That may not all be completely clean, but the 

Commission would not know; a bilateral donor would not know.  Yet it is a concern if 

tendering in that country, be it for another donor’s money, is not entirely clean.  So the idea of 

adopting the same procedures is a big step forward in terms of transparency and control. 

Q172  Baroness Northover: You have talked quite a bit – or it is implied – about how 

difficult it is to influence even the countries within the EU, as you try to have this strategy for 

poverty reduction. I am wondering what links you have across the EU bodies to try to 

implement what you are doing.  For example, you were talking about trade talks.  You made 

the interesting comment that your Commissioner thinks that it is more important, for example 

for Africa, to open their own markets to each other than necessarily to open our markets to 

them – which I thought rather went against what we were seeking to do in Cancun, despite 

what was thrown back at us and maybe it confirms what people were saying there.  I also 

wondered, in the case of AIDS, whether there is anything which is done to put pressure on 

countries within the EU to ensure that, for example, the production of anti-retroviral drugs, in 

terms of their availability free or very cheaply, is something that is promoted amongst 

member countries: whether you can pursue the aims that you are talking about via action in 

individual countries.  Perhaps I can link this to it.  You talk about improvements in the 

emphasis on poverty reduction – although you yourself point out that it still has a long way to 

go.  Do you see that continuing to improve?  Will it be adversely affected by the new 

countries that are coming into the EU?  Does it depend very much upon the individual 

Commissioners who are in charge, or are there structural changes which you would see as 

being important if this is going to be encouraged to move forward?  

Mr Schmidt: First of all, on trade I may have expressed myself a bit ---- 

Q173  Baroness Northover: You put it in interesting terms, shall we say. 
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Mr Schmidt: What I mean to say is that certainly our policy in Cancun was the one that we 

declared, which is to go for a balanced but progressive market-opening.  Certainly 

everything-but-arms is the first step towards that, but we were ready to go further than that.  

The relation between the region and the global dimension is simply a recognition that many of 

our partner countries themselves are not yet ready for competition in the global economy.  We 

may be convinced that it is for the good of, say, Mozambique to make it into the global 

competition tomorrow, but they may think that is a tall order.  Of course, because it is not just 

in terms of their market access to our markets.  It is also the other way round: it is opening up 

to quite capable competitors in the region like South Africa.  There are all these concerns, 

therefore, that in our view make it reasonable to argue, “If you think that step is too much in 

the short term, why not consider, with our support, starting in your region and ensuring that 

your economies diversify?”.  Take an example in West Africa like cotton – an issue which is 

much talked about.  The fact that some countries like Benin or Mali have organised the entire 

country round a cash export like cotton is an example that countries can make it into the 

global economy.  But the counterpart – and you are seeing that now – is that that country 

becomes extremely dependent on that cash export, and they are left as not very diversified 

economies.  With the overall reduction in commodity prices, they are clearly less vulnerable if 

they have also developed regional trade.  On this point, Commissioner Nielson usually says 

that the very high level of smuggling in West Africa is the best indication that there is an 

enormous potential for regional trade, if only they would open up more.  I have not added all 

the benefits, in terms of regional stability if they trade together.  They are also less likely to go 

to war, et cetera.  These are all the added advantages of regional trade.  I want to stress, 

however, that there is no contradiction between advocating regional trade and more open 

global trade.  The Cotonou approach was exactly that the former supports the latter.  Briefly 

on AIDS,  I think that this can be considered one of the success stories over the last couple of 
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years.  We have been able to put in place a comprehensive, coherent policy within the EU.  

I am not talking of a success story in terms of actually dealing with the disease.  We are still 

not anywhere near that.  On your specific point of addressing the price of drugs and access to 

drugs, I think that the Commission has been both progressive and successful in applying 

reasonable pressure on the pharmaceutical industry, but also in obtaining the industry’s 

co-operation in reducing prices.  Our approach has been to say that the world is big enough to 

have a system of tier pricing.  So there could be one level of prices for the OECD countries 

and a different, much lower level of prices in Africa and developing countries, and that these 

different pricing regimes could live together.  We have put in place the enabling instrument 

by proposing a regulation on preventing re-importation of discounted drugs sold by the 

industry in Africa back into our economies.  Of course, we cannot go out and dictate the 

prices charged by private companies.  What the Commission can do, and has done as much as 

we could, is to put in place the policy framework so that these companies, should they wish to 

pursue what we think is the right thing to do in Africa, can do so.  I think it is fair to say that, 

in the discussions in the WTO, Commissioner Lamy has taken a stance that is in full support 

of developing countries and their right to use the property rights to address the health crisis of 

those countries.  On the poverty focus, the Balkans is an historic event which made us allocate 

a lot of resources to that region.  You saw that affected in the statistics.  It is now being 

phased out.  You may ask, “What is next?”.  Next is a wider Europe, and North Africa, in 

terms of the perceived security threat from that region.  I think the challenge for any 

Commissioner and any Commission is clearly to keep in mind the advantages of the different 

instruments.  Development aid in countries like Egypt, for instance, has so far not made an 

enormous impact.  It does not seem to matter how much money you spend – unless the 

policies are more pro-poor and the political dialogue is strong and demanding.  This is the 

case for some of these countries in the Middle East and North Africa.  My Commissioner 
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often likes to quote the Beatles’ “Money Can’t Buy You Love”, and it cannot buy you 

influence.  If the policies are not right, no amount of money will work.  I think that is the 

short answer.  We have to spend much more time on using foreign policy instruments to 

ensure that our aid can be effective.  That said, the aid that is spent in that region has 

improved dramatically over the last couple of years, in terms of giving much more attention to 

the question of ownership, and making sure that the quality of the programming and 

conditions have improved in terms of spending the money.  My last comment would be to 

repeat the figures which you probably know from the OECD review.  All our efforts in the 

Balkans, eastern Europe, enlargement, what-have-you, have not been made at the expense of 

the ACP countries.  If you look at it in terms of percentage, of course, then yes, there is a 

decline, but you cannot make the case that euros have been moved from African countries to 

Balkan countries.  These tasks have been additional and undertaken with the full endorsement 

of the Council. 

Chairman: Thank you very much indeed for your time.  I am sorry that we cannot stay with 

you longer. 


