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TUESDAY 3 FEBRUARY 2004 

________________ 

Present 

Bowness, L (Chairman) 
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________________ 

Witness: Mr Marco Franco, Deputy Director-General, EuropeAid Co-operation Office, 

examined. 

Q223  Chairman: Mr Franco, can I first of all thank you very much indeed for seeing us.  

Very briefly, we are a sub-committee of the European Union Select Committee of the House 

of Lords that deals with foreign policy, defence and development, and we are doing this 

inquiry into European Union development aid and assistance.  We are looking to try to 

evaluate how effective the reforms of the European Union development assistance have been 

and looking ahead to developments with development aid and foreign policy.  We have also 

asked some witnesses how they view the proposals in the draft Constitutional Treaty as 

regards the position of development aid.  We have also looked at enlargement, the future of 

the ACP grouping, and the question of budgetisation of the EDF.  Perhaps, since we are here 

with you this morning at EuropeAid, we could concentrate on that element.  A number of 

witnesses in Brussels, and in evidence to the Committee before we arrived, have emphasised 

the improvements that have been made in the delivery of EU aid.  I think it is fair to say that 

we have had some criticisms from some recipients about a lack of meaningful consultation.  

Perhaps you could start this session by giving us your view of EuropeAid: how it works; 

whether you feel that it has been successful; answer some of the criticisms that are levelled; 
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and tell us how you deal with the other players in the field – the DG Development, the DG 

External Relations. 

Mr Franco: Let me try to reply to your question in as concise a way as possible, so that you 

have time for discussion.  In order to understand what has happened over the last three or four 

years, we have to go about 10 years back.  By the mid-1990s external assistance, managed by 

the Commission, was in a mess. Because we had, in a sense, overestimated our capacities and 

our ambitions, or our ambitions were too high for the capacities we had.  I would say that this 

has been happening gradually over the last decades.  However, it became very much so at the 

beginning of the 1990s with the fall of the Berlin Wall, when a number if important, big 

programmes were added to our workload – big programmes that were fundamentally different 

from what we had done before.  We are talking there about transformation of the economy, 

reform of the economy, and other types of topics which we were not dealing with before.  At 

that time I would say that we lacked policy; we had inadequate structures; we had inadequate 

procedures; and we were understaffed.  What has gradually happened since then, since the 

Commission realised that something was wrong – and this predates the setting up of 

EuropeAid, EuropeAid being a last part of a very strong reform process which started earlier 

– is that we have been trying to put all of these elements right.  It is important to put that in 

perspective.  It is not just that we here in EuropeAid have been particularly performing over 

the last years because we have increased our commitments: this is the end result of a process 

that happened earlier.  What happens at the end of a project or a policy cycle is determined by 

what happens before.  It is not just the guy sitting at the end who gets the blame or who gets 

the glory for performing better; it is the whole process that changes, and this has a lead time 

of four years before the improvements come out at the end.  That is what has happened over 

this period.  In terms of policy, yes, we have been working quite hard.  The November 2000 

joint conclusion of Council and Commission on development policy is a clear statement about 
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this.  It was the first time that we had an overall statement on development policy.  Before 

that, we were a bit all over the place.  We had something in Asia; we had something in Latin 

America; we had the ACP; we had MEDA, and so on.  But in November 2000, for the first 

time, a development policy came out very clearly.  As far as the translation of this policy into 

activities in programming and projects is concerned, we started getting our act together by 

what has been called the Relex reform – which is the reinforcement of the programming, the 

integration of the project cycle, and devolution.  This allowed us to improve the structures.  

We have increased the staffing and we have got our procedures more or less harmonised.  It 

means that the programming services of the Commission, which is Relex and Development, 

have been reinforced.  The programming cycle has been reinforced.  For the first time, all the 

development co-operation of the European Union is programmed in the same manner.  There 

are Country Strategy Papers with a national indicative programme attached.  This has been 

done in a standardised manner.  A quality control group has been set up which has read 

through all the papers.  As I said, for the first time there is a harmonised programming 

process.  The quality of these papers has been appreciated also by the Member States, who 

formulate an opinion on this in the management committees.  You can find all of these papers 

on the website, if you are interested.  If your collaborators have not found them for you, I can 

give you the address.  That is one part, therefore.  In the process, we have improved the 

staffing level of Relex and, in particular, here in EuropeAid – which is the second part, 

namely the integration of the project cycle.  We have brought all the elements, all the bits and 

pieces dealing with external assistance spread over the departments of the Commission, under 

one roof and that one roof is EuropeAid.  You have our organisation chart, so you know that 

we have geographical directors.  They sit together and work together.  We make them work 

together in a horizontal manner by co-ordinating at the level of programming, or transport 

policies, and so on.  We have a number of groups who work at a horizontal level to get people 
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to work together.  So that, across the borders of the various programmes, people learn to see 

what the synergies are, what they can learn from their neighbours, and so on.  At the same 

time – and this was started before EuropeAid was set up – we have standardised our 

procedures.  There used to be close to 50 different procedures in the context of management 

of the Commission development co-operation.  Now we have a total of six or eight different 

types of tendering for the award of contracts.  Standardising it all was an enormous job.  It has 

simplified the life of the officials, but also, in particular, the life of our partners in the 

countries and of the economic operators in the private sector with whom we work.  This 

exercise of bringing everything together, consolidating the harmonisation of procedures and 

approaches to sectors, particularly took place since 2001 when EuropeAid was set up.  But, at 

the same time as this integration movement happened, we had immediately to start the 

devolution process.  That was a very tricky business because, first of all, you have to make 

people feel that they are in a new organisation and have to do things differently; then, the next 

day, you say, “This is over, guys, because the delegation is now going to do it”.  I am still 

surprised that it has been as successful as it has been, in the sense that it has worked.  We 

started the devolution process in 2001 and we had phases of de-concentration in 2001, 2002 

and 2003.  It will all be over and done with by the middle of this year.  This has implied an 

enormous increase in staffing.  I can give you the figures, if you do not have them.  It has 

meant that we had to set up procedures; that we had to train people; that we had to enlarge the 

buildings, because the personnel has been multiplied by a factor of four or five in some cases.  

The whole organisation had to be different.  It is not just a matter of having more people 

sitting in more buildings all over the world; it is also a matter of making these people feel 

responsible for the programmes they are implementing; training them so that they know what 

they have to do and, at the same time, putting them in a position of responsibility – because 

they take the decisions on the contracting and the payments.  At the same time in Brussels, 
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where we have let go of the responsibility – and everybody who has gone through this process 

in Member States or in other organisations will know this – it is a kind of psychological 

trauma, when people see their “baby” going to a delegation.  They handle a project; they do it 

here; they like their project – and then they are giving it to somebody who will, of course, 

handle it badly!  It is a matter here, in-house, of changing the mindset of people.  It has been a 

tremendous task of management, to ensure that people have their mind focused on a job – but 

a different job.  Not the job of doing the project but of providing the backstop; growing into 

specialists, who can advise the delegations in the work they are doing.  In the process that we 

are now setting up –apart from all the administrative hassle that it takes to recruit people, train 

them, and so on – it is a management task to make sure that the head of delegation takes up 

the responsibility and everybody starts to work differently.  It is where the buck stops.  They 

no longer have the option to send the dossier back to Brussels.  They can still do it, but 

normally they are responsible for it.  Here in Brussels, it is the task of management to make 

sure that the kind of “mother-in-law” attitude – looking over the delegation’s shoulder, trying 

to correct, second-guess, criticise and so on – stops; that people take a positive attitude in the 

whole process and start advising rather than telling people what to do.  This is what we have 

been doing over the last three or four years – slowly getting a situation right which had gone 

tremendously wrong in the mid-1990s.  The results are there, if you look at the bottom line, in 

terms of the speeding-up of our commitments, contracts and payments.  I can give you the 

figures, or there are some graphs that I can share with you.  The quality improvement on the 

strategy papers is very clear.  It is also clear on the project cycle.  We have an increased 

awareness on quality in-house, here in EuropeAid as well as in the delegations.  This is 

supported by what we call by the schematic networks, where people work together, share 

information.  You can also consult it on the website.  There is a quality support group website 

that everybody can check.  This is not just theoretical papers.  We are practical people.  We 
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are the “blue collar workers”.  The thinking goes on in the other places.  We do the job.  What 

we need is not big theory and deep analysis of all kinds of problems in the world.  What we 

need is how to tackle them.  That means practical guidelines about terms of reference, how to 

set up a project.  You can find this on the website.  This, if you like, is the collective wisdom 

of people working in-house.  They put it on the website and share this information.  There is 

all kinds of electronic mail going on.  We have regular meetings with the delegations here in 

Brussels.  They also do it at a regional level.  I was in Bangkok two weeks ago and there were 

all kinds of networks growing up there, because the guys in the delegations say, “We have the 

same problem.  You have found a solution.  I am interested in your solution”.  They start 

circulating this information.  This new culture of learning from others, sharing information, 

working together, and working on the synergies is really developing.  We therefore have these 

schematic networks.  Here we have what we call the office quality support group, because 

there is an inter-service quality support group to look at the programming papers.  Here 

in-house we have quality support groups in each directorate where, under the responsibility of 

each director, each programme is looked at twice: first at the identification stage, where the 

specialists sit round the table and advise colleagues in all the delegations working on the 

project by saying, “Look at this.  Talk to that person.  Here is some interesting information.  

This is how you do it.  This is how you don’t do it”.  That is the first step.  The second step is, 

before the project goes to the decision stage, it is also looked at by the same group, which 

then checks whether it is up to standard and can go to the management committees for 

approval.  In terms of quantity, I think the bottom line proves that we have been delivering.  

In terms of quality, we are working on it.  There are a number of indications that a new 

culture is growing.  As to the question “Are we there yet?” – no, certainly not.  There is still a 

lot of work to do in order to give the European Union, or the Commission as its representative 

and its manager, the place at the world level that the 10 per cent of ODA we constitute would 
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justify.  I would say that, about five years ago, we were rather the pariah of the development 

world.  Nobody spoke to us.  Nobody took us seriously.  This is changing.  Every day you feel 

that the mentality is changing.  We have much better relations now, for instance, with the 

World Bank – if you take that as the litmus test of how serious you are in this business.  There 

are daily contacts with Washington.  Joint business with the World Bank has increased 

exponentially.  I can give you figures if you are interested.  In fact, on some topics the World 

Bank comes to talk to us rather than to a number of bilateral donors, because it knows that we 

are in that area and have the money and capacity available.  I would quote the example of 

infrastructure, for instance.  When, at its last board meeting, the World Bank launched its 

initiative on revitalising infrastructure, it first had a co-ordination meeting in Washington with 

all the development banks – plus the Commission.  We are the only donor in that area that, 

particularly in Africa, still has a substantial amount of money, and we can make a difference.  

Since then – and this has been consolidated in a conversation between Wolfensohn and 

Nielson – we have been working very actively with the World Bank on this issue of 

infrastructure, trying to see how we can blend in; how we can use our money, grant money 

together with the loan money, perhaps with private sector money, and in that way stimulate 

sector policies, co-financing – imaginative way of implementing projects, going beyond the 

pure grant financing that we have been doing historically.  This is one example – there are a 

couple of others that I can quote – where it is clear that, because we have been going through 

this reform process, people are taking us seriously; we again have a place at the table and we 

are again being listened to.  I repeat that we are not there yet: we still have a lot to do.  In 

terms of the future, the Commission will next week approve the Financial Perspective.  The 

Financial Perspective 2006-2011 covers everything.  It covers structural funds, agriculture, et 

cetera.  As you know, there is still a fight going on about whether the budget will be 

1 per cent or 1.24 per cent of the GDPs, but the Commission will decide next week which 
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paper it will adopt.  In the perspective, however, there is a part on external assistance.  The 

external assistance reform part has been drafted under the chairmanship of Commissioner 

Lamy.  He chaired what was called the Peace Group.  President Prodi had groups of 

Commissioners work together on themes, preparing the substance of this Financial 

Perspective.  Not what are the figures, but what are we going to do when we get the money 

and do we have other policies.  The Financial Times called it “the John Lennon group”, 

because they were called Peace, Solidarity, and so on.  Commissioner Lamy was chairing the 

Peace Group, with Patten, Nielson, Verheugen, and all the other Commissioners involved in 

one way or another with external relations.  There are many messages coming out of it but, as 

far as our business is concerned, there are two very strong messages.  First of all, we have to 

further integrate our instruments and focus them better, in order to implement the policies we 

want to implement vis-à-vis the Third World.  It is a matter of getting the policies right, 

therefore, and getting the instruments more into line with what we want to accomplish with 

the policies.  This will mean a further harmonisation and quality improvement of the work we 

are doing.  Secondly – and this is the big challenge for the future – we have to play a more 

active role in the co-ordination of European Union assistance, i.e. in working together with 

the Member States.  A lot of things have happened over the last years.  Going back four, five 

or 10 years, Member States did not want to work together with the Commission; the 

Commission did not want to work together with Member States.  A convergence of thinking 

and action is emerging very clearly at the moment.  The second main point of the Lamy paper 

is that the Commission has to play this role fully.  Not by the Commission taking over from 

the Member States, however.  It is not a matter of the Commission replacing the Member 

States.  There is a complementarity between what one does at the EU level and what the 

Member States do.  One figure indicates very clearly why this is an absolute necessity, and I 

would say that it is a real missed opportunity if we do not do it.  The Commission itself 
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represents about 10 per cent of ODA.  I am talking in terms of 2002 figures because I have 

not seen those for 2003, which may be slightly different.  We are the third aid donor in the 

world, after the US and Japan.  The fourth and fifth are in fact Member States.  The UK, 

France and Germany are fairly close to each other, but less than the Commission itself.  It is 

10 per cent but, if you take the European Union together, it is 50 per cent of ODA.  With 50 

per cent of ODA paid for by European taxpayers, emerging from the European Union, it is 

really a missed opportunity for the Third World and for Europe if we do not capitalise on this 

because, with 50 per cent, we could have a tremendous impact and influence if we wanted.  

First of all, however, we have to know what we want.  That means we have to work further 

together with Member States on a common understanding of what development is about and 

what this policy is about.  We have also gradually to intensify the working together at a 

programming level – i.e. how you translate these policies into programmes.  Why do we have 

16 strategy papers for Bangladesh – 15 from the Member States and the sixteenth from the 

Commission?  Why can we not have one common Country Strategy Paper at the European 

level?  I am not saying that the Commission should draft all of it.  This could be two or three 

Member States together and some could take the lead.  There is no problem about this.  If we 

all decide to work together and have a common purpose, it could happen in this way.  We 

could have one strategy paper.  If we have one strategy paper, then in this one strategy paper 

there would be something for everybody to pick up; but it would be done in a coherent form 

and we would be able to work on the complementarities of what one or the other could bring.  

To be honest, we are not so good in education.  We have education programmes, but DfID is 

much better in education, and so are the Germans.  Why?  Because you have an education 

system that allows you to send the experts and share your own experience in education with 

other countries.  We do not have an education system.  Education is not part of the acquis 

communautaire.  We do not have specialists.  So why does not one of the other Member 
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States take the lead in education?  We could take the lead in transport.  I think that we do 

more transport than all the rest together.  We have an acquis there.  We have something to 

bring to the table.  At the level of the programming, and of the complementarity, this could 

constitute a growing awareness and realisation of the possibilities of working together; and, at 

the implementation level, to the extent that countries want to continue to do things separately, 

okay – but at least let us harmonise our procedures so that we reduce what, in the jargon, is 

called the “transaction cost” for the beneficiary countries, so that they no longer have to work 

with 16 different procedures but, at least at the level of the European Union, with one 

procedure which is the one we all share.  I have spoken for a long time about where we have 

come from, what we have done and where we are going, but that gives you the full picture.  

Now it is up to you to shoot at me! 

Q224  Lord Powell of Bayswater: Mr Franco, thank you very much for that very passionate 

account of EuropeAid and what it has achieved.  We have taken quite a lot of expert evidence 

in London, and it endorses the enormous improvements there have been.  On the whole, I 

think that you would find much of the evidence we have taken very flattering.  One or two 

questions arise from what you have said.  First of all, how would you now compare the 

performance in delivery of development aid between EuropeAid and the best of the national 

bilateral aid programmes in Europe?  Where would you rank it at this stage, recognising that 

you are in a process which, as you say, is not yet finished?  Second, one area we have still 

heard some criticism of is evaluation: that the evaluation of programmes by the Commission 

is not yet as strong as it ought to be.  The third question is, to what extent would budgetisation 

of the EDF make a practical difference to EuropeAid’s performance?  Would it make it more 

difficult?  Would it simplify it?  Would it, frankly, make very little practical difference – in 

the sense that, as far as you are concerned, it does not matter where the money comes from, as 

long as it comes?   Perhaps we could start with those three questions. 
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Mr Franco: On the delivery side, I would say that, on average, we are probably still slower 

and, on average, possibly still not up to the top of the performance in the European Union.  It 

is very clear.  I would not be telling you even my own deep feelings if I said something 

different just because I sit here with my Commission hat on.  Let me first comment on the 

quality.  There are some areas where we are better.  There are some areas, in particular in the 

area of budgetary systems, where we have more experience and where, in terms of identifying 

indicators, going for the results-oriented budgetary support, we have gone beyond what some 

of the Member States or what the World Bank are doing – and the World Bank also 

recognises that.  The World Bank is still stuck with conditionalities which are input or process 

conditionalities, whereas everybody would agree – and the World Bank is the first to admit it, 

if you look at some of its own research – that this is not really effective.  The only effective 

approach is that you support a policy of a government and, together with the government, you 

try to realise that policy.  This is not a matter of ticking off a number of measures to be taken, 

but a matter of making sure that the policy is right and the budgetary resources flow together 

with the aid resources toward the realisation of results.  In this area we are further advanced 

than any of the Member States, and this is a growing area.  In EDF it is more than 30 per cent; 

in MEDA it must be about 20-25 per cent of our total assistance.  In the other areas we are 

trying to put it on the agenda, because we feel that this is the future of development 

co-operation, and no one in the business would deny that.  This hangs together with what is 

called “sector-wide approaches”, which is also a form of budgetary support but for the 

development of a sector.  As far as the mechanics and procedures are concerned, I would not 

say that we are further advanced but we are fairly well advanced, and working together very 

intensively with Member States and with the World Bank, for instance, on sector programmes 

in education and health.  In that case, we are relying on the expertise of the others – because 

very often we do not have the expertise in-house – but bringing to the table the know-how of 
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how to do it, as we use basically the same kind of technique in sector approaches as we do in 

macro-economics.  This is an area in which we excel and where we feel that this is the right 

way to do development assistance.  It is not by spreading around little projects all over the 

world, where you plant your flag.  It is by supporting governments that have a policy, that 

know what to do, that have this policy agreed and discussed with donors, and that put their 

own resources and the donor resources to support the implementation of this policy.  That is 

the only way to success.  In many cases, the rest is boy-scoutism.  So not as good in quality as 

the top, but nevertheless a number of areas where I think that we are really listened to and 

where we are amongst the top of what is available in the world.  Regarding speed, we are 

probably slower, although it is not always easy to compare the speed of implementation.  We 

have particularly heavy financial regulation and rules for budgetary management.  That is the 

first problem.  In the European Union we manage commitments as well as payments.  DfID in 

fact concentrates on the management of disbursements.  What is the difference?  If you 

manage both, you make a commitment.  There is money in the budget; you take the money 

out of the budget and say, “I’ll decide a project”.  That is what we call the primary 

commitment.  That is when the clock starts ticking.  We start building up our backlog, or RAL 

– reste à liquider.  The money is set aside for this project.  People start working on the 

project, the terms of reference, and so on.  They launch a tender.  A year later, a contract is 

made.  That is the secondary commitment.  Then the money comes out of this pot and is put 

on this contract.  Afterwards, the payments take place.  If you measure our performance, there 

is already one year that we can measure which DfID does not measure, because they do not 

make a commitment.  The Germans do measure, and the Germans are slower than we are.  If 

we look elsewhere – I think that it is your system, but it is also the system of the Dutch – they 

have a primary commitment, a secondary commitment and the first payment on the same day, 

because they only commit the money the moment they sign the contract.  From an 
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administrative point of view, that is the moment you need the money.  So are we slower?  

Probably yes, but it is very difficult to compare on the figures.  The figures that we put on the 

table are not necessarily worse than the figures of the Member States that have the same kind 

of procedures as we do.  So do not compare us with DfID, because you do not have the same 

points of reference to compare.  I take the point that, in general, we probably will be slower in 

making the concept.  Why is that?  First of all, we have heavy financial regulation that gives 

us very strict rules of transparency, equal access to information, and competition.  On 

average, in a Member State, it is much easier to do a direct contract for the implementation of 

a project, or a kind of an informal consultation.  In the UK, if you want to do something in an 

energy sector, DfID will know the three or four companies that can do it.  They carry out an 

informal consultation and they take the best.  The others do not scream, because they know 

that their turn will come next time and, indeed, everyone judges that this company is possibly 

the best one to do it.  But this is the judgment of an official; it is not a procedure.  When we 

have to do the same, at the beginning of the year we first have to say that we are possibly 

going to do a contract in this area – if it is a technical assistance contract.  Before we even 

start working, we have to publish in the official journal and on the internet that, “Yes, it is 

now decided that we are going to do this contract.  Who would like to be on the short list?”.  

Companies then have a month in which to declare themselves and to be put on the short list.  

After a month we make the short list, which is then used for the tender.  Our whole process is 

much longer.  Whereas DfID could possibly do an energy consultation contract in technical 

assistance in a matter of two weeks, it takes us about three or four months before we are at the 

same stage.  It is because we have requirements of transparency, which means that everybody 

should know what we are doing; equal access to information, which means that everyone is 

entitled to the same degree of information on what we are doing – all the possible contenders 

have to be taken into account potentially; and competition.  We have to start comparing bids, 
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and so on.  Yes, we are slower, but it is the price of the transparency.  If we did not do it, we 

would spend more time in court than in doing contracts.  Whenever we do something with a 

particular country, there are 14 others that start screaming.  Okay, we live with that.  Do I 

mean that this is God-given, carved in stone, and not changeable?  We need to think 

creatively about how the financial regulation functions.  In fact, there is a working group 

which is presently looking at the financial regulation to see how we can make it more flexible, 

a little more responsive and quicker.  That is the story on the procedures.  Secondly, speed is 

also a matter of staffing.  As I said, we have been increasing our staffing.  Going back five or 

six years, there were three officials to manage 10 million euro.  At the present time, 10 

million euro is managed by five officials.  This is an increase of two in a period since the 

existence of EuropeAid – almost a doubling.  The World Bank has eight.  I do not know the 

figure for DfID.  It is probably of the order of six or seven.  The more people you have, the 

quicker you are.  We consider that we now have at least to maintain the level we have, and 

possibly to increase it – but that is an internal discussion in the Commission.  Turning to 

evaluation, in the Annual Report 2003 there is a chapter on evaluation.  The evaluation 

service works for the whole of the Relex family.  There are two types of evaluation – four if 

we also take monitoring into account.  The function has been strengthened over the last years.  

The evaluation of a project’s results is not done by the evaluation service; it is supervised by 

the evaluation service but undertaken by the delegation.  That is where we draw lessons from 

the experience of project implementation.  The evaluation service looks at the more systemic 

elements.  They look at impact on a country – the impact of programmes and of regulation.  

The impetus that comes from the evaluation service is directed more towards the policy 

formulation and the programming side, whereas the results of the evaluation carried out by 

the delegation have a direct impact on the concept of how to do a project.  Evaluation is a nice 

exercise and absolutely essential, but very often its results and conclusions come too late.  
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The project has been completed for a year before the evaluation is started.  Over two years 

have passed by the time the evaluation is completed.  In the meantime, the world has changed.  

It is sometimes very difficult to draw operational conclusions from evaluation.  That is why 

we have worked quite a lot in the past on reinforcing the monitoring of  the project 

implementation, which is an ongoing monitoring using external consultants.  We have 

launched a new initiative – it is also something that the World Bank does – called “results-

oriented monitoring”.  Projects are scored on a number of indicators, such as efficiency and so 

on, and we look at the score and the evolution of the score over time.  There is an explanation 

of this to be found in the report, and also the scores of the projects in the various areas.  In the 

geographical chapters of our report, we have included the scores of the project and the 

evolution of the scores, giving some indication of how well we are doing, what are the weak 

spots, and where, from a management point of view, we should intervene to put the project 

back on track.  There have been some improvements, therefore.  If you want to go into greater 

detail, we can organise a meeting with someone to explain that to you.  In my view, the 

orientation and the work have been an exercise to make sure that, where there have been 

shortcomings in the past, now and in the future we catch up with the average of OECD.  

Budgetisation of EDF would make a dramatic difference.  At the moment it is almost 

impossible to co-finance between EDF and budget lines.  If we wanted to finance a pan-

African project, if we wanted to give support to the African Union for instance on institution-

building across the board, it would be a nightmare.  There are three sources of financing.  We 

do not have one line on Africa.  We have the MEDA programme for North Africa; we have 

ACP for Africa south of the Sahara; we have a special budget line for South Africa.  If we 

wanted to finance the African Union from the EDF, we would have to stipulate that none of 

that money could be used for anything to do with North Africa – or South Africa – because 

they are budget lines and they cannot be mixed.  That is one practical example.  The whole 
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system of using the EDF as a fund outside the budget is something that was perhaps 

justifiable in 1958, when the first European Development Fund was set up.  Do not forget that 

the origin of the European Development Fund is purely colonial.  This was to finance the 

infrastructure in the former French and Belgian colonies.  When the European Economic 

Community was set up, the French and the Belgians thought that it was a good idea of offload 

some of the costs of the investment in the colonies to Germany, and Germany said, “Yes, 

we’re willing to pay, but we will not do it with the budget.  We will set up a special fund and 

we will pay into the special fund”.  The special fund still exists.  If we go to our partner 

countries and discuss financial management and budgetary management, the first 

recommendation we make – and the IMF and the World Bank also make – is “Stop all extra-

budgetary funds.  All the funding should flow to the budget.  There is only one way for 

funding to get in and one way for it to get out, and that is the budget.  Scrap all extra-

budgetary funds”.  But we ourselves have such a fund.  We would not be able to give support 

to ourselves! 

Q225  Lord Lea of Crondall: I was very impressed by your point about how can there be 

12 Country Strategy Papers for Cameroon, Bolivia, or wherever.  I think that argument is 

pretty unanswerable.  How do you find that Member States react to that argument?  The 

reason I find the argument unanswerable is that, in Cameroon or Bolivia, not only do you not 

have enough people to do it 12 times but, if there are contradictions between what people 

want, what is their country strategy?  How can they get ownership in depth in their country if 

they are supposed to be doing 12 different things?  That is a very strong point for doing more.  

I was equally taken with the point about countries taking the lead within the family: DfID to 

take the lead on Bangladesh education and somebody else taking the lead on transport.  

Incidentally, the question arises here about Africa – mentioning the European Investment 

Bank meeting yesterday – whether or not transport could play a more strategic role between 
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countries, and so on.  This is a division of labour.  The central question, however, is do you 

think that countries are now buying into this philosophy?  We still feel some tension with 

people saying, “The EU is rubbish.  Let’s spend the money, because we are nearer to the 

ground”, and so on.  There are two footnotes to this, and one is statistical.  I think that it is 

very important in our report – and perhaps you can help us – to get the statistics clear.  I could 

not understand, for instance, if the Commission is 10 per cent of the world, how can Europe 

as a whole be 50 per cent.  In a typical country like Britain, if half goes to the EU and half 

direct, how come it is 50 per cent?  Why is it not 20 per cent?  I am sure that, without your 

answering it today, you can provide us with some statistics.  You have mentioned World 

Bank statistics.  I would find it very useful to have a clear statistical table showing the totality, 

and also a clear organisation chart.  You mentioned the Relex family.  I would love to see it 

all written down, because I have now become terribly confused as to which is the overall 

family, and so on.  My central point is, even if you do all the strategy papers and get them 

compatible, presumably the Americans are outside – how does it all come together? 

Mr Franco: The starting point of all assistance should be the country’s own strategy or plan, 

or whatever.  The guideline we have taken, sometimes very dogmatically, is this PRSP – the 

Poverty-Reduction Strategy Paper.  For us, this has been our frame of reference in which we 

have defined our own strategy papers.  Some Member States have done the same; other 

Member States have done something different.  It is still the case that we are a little bit all 

over the place.  There is no real coherence in what we collectively try to do, although – as I 

have said, and I think you agree – there is a lot of scope for complementarity between what 

Member States can do.  If we capitalised on this complementarity – with some countries 

taking the lead in a particular sector in particular countries and others joining in by chipping 

in with some money, letting the others manage it – it would all be much more efficient and to 

the benefit of the third country.  It would economise on our own administrative resources and 
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collectively we would realise something.  There is clearly still some lack of trust to be 

overcome but, as I said, it is a gradual process.  What have contributed a great deal over the 

last years are the meetings chaired by Mr Richelle, the Director-General for Development, i.e. 

the meetings of the EU Development DGs.  The meetings take place every three or four 

months and in fact there is one this week.  These are the 15, now 25, Directors-General for 

Development of the European Union.  This is in an informal rather than a Council setting.  

There are people from the Council involved, but it is informal.  What I find amazing is that, at 

that level, the perception of what needs to be done and the willingness to do it – to harmonise, 

standardise, work together, work on complementarity, co-ordination, co-financing – are much 

stronger than at the higher and lower levels.  At the higher level, because politicians tend to 

ask the question, “Will I still be in the picture?  Will I still be cutting the ribbon to open the 

road?”.  At the lower level you have a task manager saying, “This is my project.  I am not 

going to give it to that guy over there.  I want to have my own project”.  At the level of the 

Directors-General, however, it is somewhere in between.  They are not worried about being in 

the picture, and they are not worried about giving up a file – because they know that they will 

get other files in exchange.  As there is a lot of impetus now coming from that level, I am 

fairly optimistic that – not overnight but gradually – a process of gaining trust, working 

together, setting up joint initiatives, will evolve that will in the end convince the politician as 

well as the task manager that this is the right way to go.  It is a bit unorthodox as a view, but I 

leave it for your consideration. 

Q226  Lord Maclennan of Rogart: Can I ask you two questions about possible constraints 

on effectiveness in recipient countries?  Lack of capability to deal with aid programmes, what 

you can do about it and how you are approaching that.  Secondly, corruption. 

Mr Franco: For me, the first problem is lack of political will.  Capability comes second.  It is 

not just by training people that you make them capable and then, as though by waving a 
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magic wand, everything will happen.  There is also the second element of corruption, of 

course.  There are people defending their own interests.  For me, that is the biggest problem.  

By and large, the business we are in is not a successful business.  That is being very honest – 

and do not say it to the press!  We all know this.  The situation in the world would be worse if 

we did not do what we do, but if you look at what we have been doing over the last three or 

four decades, you cannot say that it is the success story of the last century.  It is very difficult.  

In a sense, it depends much less on us than it does on the beneficiary countries.  What are the 

countries that are successful?  When did they find the right policies?  When did they 

implement them?  A big success – India.  What did foreign assistance contribute to India?  

India had long been the rather slow-moving big country in Asia.  Then, 1990-91, economic 

reform – things start to happen.  There was a second wave of  reforms recently.  They are in 

China’s growth league now.  Look at what external assistance has done for India.  In terms of 

GDP, external assistance to India is 0.5 per cent.  It is perhaps 1.5 per cent of the total budget.  

We bring in 40 million a year, which is 0.0-something.  We cannot say that we make a 

difference in India.  Nobody can say that they do.  The difference in India is made by the 

Indians.  They make the policy, and you see the results.  In about 10 years, the number of 

people below the poverty line has fallen from 45 per cent to 35 per cent.  Brilliant!  External 

assistance?  No.  Indians.  I could continue the story and give you other examples of the same 

kind.  What counts is a government that knows what it wants to do, that has a policy, and 

implements it.  We can assist in the process; but if the government does not do it, we cannot 

do it for the government.  It is not a matter of training.  Training helps – if the government 

wants training help. 

Q227  Lord Maclennan of Rogart: There have been leadership training programmes in 

eastern ---- 

Mr Franco: Can you train a leader? 
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Q228  Lord Maclennan of Rogart: There have been leadership training programmes in 

eastern Europe, and it is quite obvious that it has been remarkably successful in a very short 

time. 

Mr Franco: If you are a leader, you can be trained.  If you are not a leader or you do not want 

to lead then, whatever training you go through, you still will not be a leader or a manager.  

What we can do in those cases is work on civil society, on democracy, the functioning of 

parliaments, a free press.  So that through the ballot box, through the social processes, there is 

an influence on government and a corrupt government will go.  The situation is not hopeless.  

A year and a half ago I was in Kenya, talking to the ambassadors, and people were saying that 

it was absolutely impossible. 

Q229  Lord Maclennan of Rogart: You talked in your opening statement about much 

greater coherence in the programming, because of your awareness now of what was going on.  

Has this been pulled together to tackle these problems, which you describe yourself as being 

among the greatest problems that you face on effectiveness?  Where can we look to see what 

you are doing on governance, on all that list of obstacles you talked about? 

Mr Franco: It is an area where we, as well as other donors, are trying to operate through 

other channels.  Over the last three or four years, the emphasis on work with civil society has 

increased tremendously – sometimes in our normal programmes and also through the 

democracy/human rights programming, co-financing with NGOs, and things like this.  We are 

also a player in the field, as others are.  For me, however, it is the key problem and one which 

we have to tackle.  If we have not tackled that problem, it is useless to start doing ---- 

Q230  Lord Maclennan of Rogart: From our point of view, trying to get information, where 

is the locus classicus that we can look at to see what your policies are and how you are 

implementing them in these areas? 
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Mr Franco: I can provide you with some information on the democracy/human rights budget 

lines; and, secondly, the co-financing with NGOs.  Within the programmes – the 

Mediterranean programmes in particular, also in Asia and, very strongly so, in the ACP – 

there is money set aside for civil society and the building-up of democracy, human rights, the 

functioning of parliaments and suchlike.  A communication on civil society came out about 

four months ago.  I will make sure that you have it.  There is an overview of all the various 

initiatives we have financed and developed over the last years in that area.  It was discussed in 

the General Affairs Council of November.  All the preparatory papers and conclusions of the 

Council are there, and I can share this information with you. 

Chairman: It would be very helpful if your office could let the secretariat have those 

documents.  Thank you.   

Lord Tomlinson: I have two questions.  I have heard very clearly what you have said, but we 

hear different things from different people.  Clearly, you are not surprised that a number of 

the recipient countries talk about the Commission as having a concept of dialogue that is 

one-way; that they do not listen; that there are attitudes of neo-colonialism in the way they tell 

the recipient countries what is good for them.  Inevitably, you must also hear that from certain 

quarters.  How do you respond to that?  The second question, in the light of the confusion that 

there is on development objectives – the focus on poverty on the one hand being seriously 

diluted by political considerations on the other, and therefore reducing the pot that is available 

– is can you tell us about the relationship between EuropeAid and the other two directorates 

general, and how the cut-off in this relationship works? 

Q231  Baroness Northover: My question follows on from that.  The EDF has had a better 

poverty focus, as we understand it, than money coming through the budget.  This question has 

been raised by a number of people.  If there is budgetisation, how do we ensure that the 

poverty focus will improve, and that the tendency to see aid as a foreign policy tool does not 
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overtake that?  I was struck by the fact that you said that in the mid-1990s all of this was 

thrown into confusion because of the fall of the Berlin Wall and the actions the EU wanted to 

take in terms of reconstruction there – which is not the same as dealing with poverty in 

Africa.  I am concerned about how the devolved decision-making is working.  Again, this is 

something we have heard from a recipient country.  You yourself have said that you are quite 

encouraged by how fast this is moving along; but it must be a concern that, if you have to 

build the expertise in all those local countries, there is a danger of each one having to reinvent 

the wheel as to how they farm out these projects, how they assess who is going to do this.  

How too do they resist the pressures locally to take this contractor rather than that contractor?  

What kind of assessment is made of that to ensure that you do not have corrupt practices 

creeping in there?  I am also concerned, following on from what Bob Maclennan has said, 

about countries with lack of capacity.  You make the point that you want now to support 

governments who know how to take these projects forward, as opposed to, as you put it, the 

boy scout approach of putting projects in place.  But, after all, the poorest countries are least 

able to do that.  Does that not cause you concern? 

Mr Franco: There are a lot of questions there which go to the heart of the matter, and we 

could go on for quite a while.  The question about neo-colonialism is a real one, and we all 

face it.  To what extent do you have to accept what the country tells you?  Then do you do it 

with your eyes closed, or do you have to get involved in a dialogue with them?  All the 

structure-adjustment, budgetary assistance, sector-wide approaches, are based on a policy 

dialogue.  A policy dialogue is a dialogue.  You listen, and you talk.  All these programmes 

go with the conditionality.  Is this conditionality justified or not?  Is it an interference in the 

policies and the life of this country?  Perhaps yes, perhaps no.  On the other hand, we are in 

charge of handling taxpayers’ money.  We have to make sure that we get the best deal for the 

European taxpayer – as we have to make sure that we get the best deal for the population in 
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these countries.  So we are in the middle, talking to these governments.  The question of how 

far to go or not to go is a difficult one.  I do not think that it is easy.  Yes, the tone of what one 

says and the extent to which one listens are important.  Sometimes we think we know better, 

but we do not.  Sometimes we are faced with a country which is completely corrupt and 

incompetent, and we cannot do it.  Is there a magic solution?  I do not think so.  This is the 

real debate regarding what this business is about.  I do not have a reply.  I can only share the 

question, and I think it is a question that is in the mind of all of my colleagues.  As we would 

say in French, how can you make the happiness of someone else?  I can accept the question, 

but I do not have a reply to it.  Regarding development objectives, poverty objectives and 

political considerations, I do not think there is any form of development assistance or 

international co-operation that does not have a policy component.  It is not something that one 

should turn away from; it is a reality.  External assistance is part of foreign policy.  Yes, it has 

its own objectives and dynamics, but it does not live in a totally different world.  It lives in the 

same world.  I think that we all agree that the political will of a country is important.  To get 

the local regime to take a line of sustainable development is important.  But when we are 

talking about interference we are talking about foreign policy.  I would not go as far as to 

utter the words “regime change”, but if you are dealing with governments that are not really 

able to rule their country, then we have to make sure that these governments are being 

changed.  We are not going to bomb anything.  That is certainly not what we can do.  But, by 

working through civil society, we can give civil society the opposition, the ways and means 

by which perhaps to remove this government and to put somebody else in their place.  The 

example I wanted to quote was Kenya, where a change has taken place from a very corrupt 

regime under Moi to a new regime, which at least tries to move things.  That this happened 

was a small miracle, because it was not so clear that Moi could be removed and that the whole 

opposition could get together.  That it happened, I believe, is also thanks to donors 
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intervening and supporting opposition parties, getting them to work together, and financing a 

democratic process.  Is this poverty alleviation?  No, this is almost foreign policy.  There is a 

line to be drawn somewhere, where you say, “No, you can’t use your foreign assistance to 

pursue your short-term, nationalistic, economic interests”.  That is clear.  I think that all the 

donors are out of this game.  There are a few leftovers in old empires, but we are more or less 

out of this game.  What we have to go for is a mature relationship between, let us say, the 

broader objectives of foreign policy and assistance.  Not trying to sit in different corners or in 

different rooms and not talk to each other, because that leads to disaster.  I was in Bangkok 

two weeks ago, discussing the programmes – but on a bilateral basis with all the delegations 

that were there.  We started with the policy: what it is that we want, what are our policy 

objectives in our relations with India, China, Bangladesh and Pakistan.  Then, from there, 

how did we programme?  Is there a programme reflecting our policy objectives?  Then, from 

the programme to the implementation.  Are the projects in line with the programming, and do 

they have an impact on our policy objectives?  This is the normal kind of discussion that we 

have with our colleagues, and it works out quite well.  Okay, there are conflicts, but where in 

life are there no conflicts and disputes?  Life would be very boring if everybody always 

agreed on everything.  It is a natural complementarity, which can function and which 

functions in most cases.  Regarding the EDF, other instruments, and the poverty focus of the 

EDF – is the EDF more poverty-focused than the rest?  EDF is about 30 per cent 

infrastructure – road building.  EDF is about 4 per cent on health and about 4 per cent on 

education.  Is that poverty-focused?  Programmes in Asia have about 30 per cent on health 

and education.  Is that less poverty-focused?  When is a poverty focus a poverty focus?  The 

thinking about poverty and poverty alleviation is an awareness in-house, but it is something 

which is difficult to spot.  You cannot say that when you are doing something in health, you 

are doing something in poverty alleviation; or that when you are doing something in terms of 
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roads, it is not about poverty alleviation.  A road can be more effective in poverty alleviation 

than a health project.  The important thing is that there is awareness of the issues throughout 

the house, and that this is being discussed and taken up in all the programmes.  Let us be 

clear, however – not the same way in all the programmes.  Where the poverty focus is least 

present is in the European neighbours, namely the former Soviet Union and the Balkans.  

There, in our jargon, the focus is on “approximation”.  That means we want to get our 

neighbours close to us, and we want to make sure that we set up economic structures and 

regulations which make it easier for us to trade and to develop economic relationships with 

them.  The focus is slightly different there.  There are a number of poverty-related activities, 

but it is not the overriding objective.  The Mediterranean is half-and-half.  The Mediterranean 

is also a neighbour, where we also talk about approximation.  The Mediterranean, the western 

Balkans, and the western part of the former Soviet Union are part of what we call the wider 

Europe – now called the New Neighbourhood policy.  We try to develop good relations with 

the neighbours and that, in the first instance, is a matter of getting our institutions right.  

However, we are aware that there are still poor countries in the Mediterranean.  In terms of 

objectives, therefore, the Mediterranean is half-and-half.  It is half approximation, and half 

poverty focus/social cohesion.  For the other programmes – Asia, Latin America, ACP – 

I would say that it is the same kind of overall philosophy that inspires the programme.  It is 

not so easy to check it by sectors.  To see whether or not it is focused, you have to go into 

more depth into what the programmes and the project mean.  I do not think that there is much 

difference between the EDF and the other programme.  Regarding devolved decision-making, 

yes, it is a problem that, sitting in the delegations, people start to reinvent the wheel; that they 

are considered to be a small or medium-sized enterprise, independent, and just running their 

own show – whereas they are part of a multinational, and they have to realise that.  We are 

tying them in, through a management plan, through our networks, through regional meetings.  
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We have a series of regional meetings at the beginning of the year.  This is the second year we 

have done it.  That is why I was in Bangkok and Giorgio Bonacci was in Sao Paulo.  Next 

week, I will be in Kingston.  We get together the heads of delegation and their operational 

people at a regional meeting.  We discuss for two or three days, in plenary and bilaterally, 

what they are doing, how they are going about it, what kind of support they need from 

Brussels.  We go through their project pipeline, identifying those issues where they are weak 

and where they want support.  They can get that support either from Brussels or perhaps from 

another delegation in the region which can send someone.  So we are building up these 

networks, and building up the culture of the new distribution of responsibilities between 

headquarters and delegation, in order to ensure this synergy and complementarity.  Is the 

work done?  No.  Are some people still doing the thing all on their own?  Yes.  Are some 

people still running to Brussels for cover?  Yes.  Is this the right attitude?  No.  Where is the 

right attitude?  In the middle.  Okay, let us try to get everybody in the middle, where we have 

a reasonable degree of independence while nevertheless relying on headquarters for support.  

This is the process. 

Q232  Chairman: I think that we will have to break now, Mr Franco.  I am sure that we have 

all enjoyed this morning very much indeed.  I am sorry that it cannot continue.  Thank you for 

answering all our questions so frankly and so fully. 

Mr Franco: I am not a diplomat and I do not practise the art of the wooden tongue, as they 

say in France! 

Chairman: But it is very much appreciated.  Thank you. 


