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Trying to understand the basic figures
Grants and loans

Table 1 sets out the financial allocations made under
successive ACP-EU co-operation agreements by
EU member states and mobilised by the European
Investment Bank. This constitutes the new financial
allocation made to ACP-EU co-operation activities
at the beginning of each successive ACP-EU co-
operation agreement. It does not include additional
supplementary allocations that may have been
made during the course of the lifetime of the agree-
ment, or funds that may have accrued as interest on
monies held by the European Commission, or funds
‘rolled over’ from previous agreements for adminis-
trative purposes.!

It should be noted that the composition of grants
and loans made available by EU member states and
the EIB respectively does.not correspond to the
grants and loans that are made available to ACP
countries. Under earlier Lomé Conventions a vari-
ety of loan instruments were financed from grants
from EU member states. These included:

¢ the initial STABEX financing;
¢ SYSMIN financing;

¢ ‘special loans’; and
¢ risk capital loans.

However, in the case of STABEX the terms and
conditions of assistance were retroactively adjusted
to convert the funding into grants. Ultimately, sup-
port from the SYSMIN facility, which had provided
financial resources on the same terms as ‘special
loans’, was also converted to grants. As a conse-
quence, these funds have been included in Table 2,
which sets out the grants received by ACP countries.

In addition, as early as Lomé II, the European
Commission converted ‘special loans’ to certain
ACP countries facing financial difficulties into
grants.? This partly accounts for the increase in
grant financing under the NIPs of certain ACP
countries over the lifetime of Lomé I and II. NIP
allocations also increased in some ACP countries as
a result of the Mid-Term Review. Under Lomé II,
amounts allocated within the minimum and maxi-
mum envelopes were adjusted as part of the Mid-
Term Review in the light of the non-programmable
aid received by each country, with countries that
received less in the way of non-programmable
resources getting a corresponding increase in their
NIP allocation.?

Table 1: Financial allocations agreed under successive Lomé Conventions and the Cotonou Agreement
(grants from member states and EIB resources mobilised from capital markets) (million ECU/ €)

4th EDF 5th EDF 6th EDF 7th EDF 8th EDF 9th EDF
Grants 3,000 4,542 7,400 10,800 12,967 13,500
Percentage 88.5 869 88.2 90.0 88.7 88.8
Loans 390 685 1,000 1,200 1,658 1,700
Percentage ns 13.1 nz 10.0 n3 n
Total 3,390 5,227 8,400 12,000 14,625 15,200

[Chapter 2 of The European Development Fund and Economic Partnership Agreements, Roman Grynberg and Alice Clarke (eds), Commonwealth

Secretariat, London, 2005.]

NAVIGATING NEW WATERS



Actual commitments and payments

The actual level of aid made available to ACP coun-
tries can only really be measured by the actual dis-
bursements made. While actual disbursements can
be measured on an annual basis under each EDEF,
these figures over time do not necessarily corre-
spond to the amounts made available under each
EDE This arises as a result of the time lag between:

¢ the allocation of funds to the financial protocol;

® the initial allocation of funds to specific country
and regional programmes (notification of the

NIP and RIP allocations);

¢ the primary commitment of funds to specific pro-
jects and programmes (through approval of the
financing decision);

¢ the secondary commitment of funds through the
signing of contracts for the implementation of
specific activities; and

¢ the final disbursement of funds in line with the
commencement and completion of project and
programme activities.

This time lag can generate considerable complexity
since it can involve administering, in parallel, funds
under different financial regulations. The response
to this has been, wherever possible, to consolidate
unused funds under the latest financial regulation
governing the EDE

This has given rise to a situation whereby at the

end of 2004 the following commitments and pay-
ments had been made under the 4th to 9th EDFs.

As can be seen, there is a considerable discrep-
ancy between the initial allocation and commit-
ments: in the case of the 6th EDE commitments
exceeded the initial allocation, but since the end of
Lomé III payments under each EDF have been less
than the commitments made.

Altogether from the 4th to 9th EDFs the EU has
allocated ECU/€58,842 million under the various
financial protocols to co-operation activities in
ACP countries. Of this amount approximately ECU/
€48,209.1 million has been committed to specific
projects and programmes, while ECU/€36,993.9
million had actually been disbursed in ACP coun-
tries by the end of 2004. This represents 62.87% of
the total amount committed under the various
financial protocols.

Instruments of assistance

The composition of grants and loans received by
ACP countries under successive ACP-EU agree-
ments is set out in Tables 3 and 4. Table 3 sets out by
instrument of deployment the use of the grants
made available to ACP countries in the framework
of the various ACP-EU co-operation agreements
concluded since 1975. As can be seen, from Lomé I
to Lomé IV the number of instruments of co-opera-
tion multiplied. Initially the National Indicative
Programme was the main framework for aid deploy-
ment, encompassing not only the bulk of grant

Table 2. Actual commitments and payments (ECU/ €), at the end of 2004

EDF Initial allocation Commitments Payments
(million g) (million g) %* (million g) %*
4th EDF (Lomé ) 3390 3,053.34 90.06 3,0533 90.06
5th EDF (Lomé II) 5,227 4,207.4° 80.50 42074 80.50
6th EDF (Lomé I1f) 8,400 8,589.08 102.25 72074 85.80
7th EDF (Lomé IV) 12,000 1,735.37 97.79 10,609.2 88.41
8th EDF Lomé [V bis) 14,625 13,224.18 90.42 9,577.6 65.49
9th EDF (Cotonou) 15,200 7400.0 48.68 23390 15.39

*% refers to the percentage of the initial allocation
Source: Extracted from tables on the following web pages:

Commitments: http://europa.eu.int/comm/development/body/cotonou/statistics/statO8_en.htm
Payments: http.//europa.eu.int/comm/development/body/cotonou/statistics/stat11_en.htm
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Table 3. Grants received by ACP countries (million ECU/ €)

Grants 4th EDF Sth EDF 6th EDF 7th EDF 8th EDF 9th EDF
NIP/IRS/Reserve 2,100° 2,328" 3,570 5,245 6,632 10,000"
Regional - 600 1,000 1,250% 1,300% 1,300
STABEX 375" 550 925 1,500 1,800

SYSMIN 280" 415 480 575

Structural Adjustment 1,150 1,400

Support Facility

Emergency 210 250 140

Refugees 80 100 120

Total 2,475 3,758 6,200 9,975 11,967 11.300
Table 4. Composition of loan packages to ACP countries {(million ECU/ €)

EDF Risk capital'™ Own resources Special loans” Total
4th EDF 95 390 430 915
Sth EDF 280 685 504 1,469
6th EDF 600 Up to 1,000 600 2,200
7th EDF 825 Up to 1,200 - 2,025
8th EDF 1,000 1,658 - 2,658
9th EDF 2,200 1,700 - 3,900

financing (85%), but also the deployment of ‘special
loans’ and ‘risk capital’ loans. Indeed, under Lomé |
the only nonprogrammable instrument was the
STABEX scheme for the stabilisation of export
earnings.

From Lomé I, however, an increasingly differen-
tiated range of instruments was introduced, largely
in response to the depth of the economic difficulties
confronting ACP countries, whose long-term devel-
opment programmes were being driven off course.
By Lomé III there were six distinct financial instru-
ments, with an additional instrument emerging in
the course of the Convention, financed partly from
the EU budget, partly from the general reserve of the
EDF, and partly from a re-allocation of NIP funds to
new types of assistance. This experience gave rise to
the creation of a seventh instrument of support
under Lomé IV, the Structural Adjustment Support
Facility.

While funding from the structural adjustment
facility was also nominally deployed within the

framework of the National Indicative Programme,
in reality a separate dialogue on structural adjust-
ment emerged, distinct from the programming
process per se. This structural adjustment dialogue
focused on the policy dimension of development
strategies and had an impact on commitment and
disbursement rates, contrary to the expected impact
of the shift to nominally quicker disbursing support
instruments. This coincided with the introduction
of so-called ‘frameworks of mutual obligations’ asso-
ciated with the deployment of STABEX funds,
effectively creating yet a further framework for
policy dialogue, and ultimately delays in EDF aid
deployment under Lomé IV.

This multiplication of instruments was only to
be reversed in 2000, with the signing of the Cotonou
Agreement, which established two basic facilities: a
facility for long-term development co-operation
activities (with a national co-operation and
regional co-operation window) and an Investment
Facility.
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A fluctuating policy on the role of loan financing
A striking feature of the ACP-EU co-operation
experience has been the ambiguous position on the
role of loan financing in ACP-EU development co-
operation. Under Lomé I an extensive amount of
finance from member states was used to provide
loans to ACP countries. While these loans were on
concessional terms, they were nevertheless intended
as reimbursable resources. Under Lomé I a total of
43%? of the initial grant allocation was scheduled
for extension in the form of loans. Ultimately, how-
ever, only 17.5% of grant financing was deployed in
the form of loans. This fell slightly to 17.3% under
Lomé Il and to 16.2% under Lomé III. However, the
largest proportion of this was in the form of ‘special
loans’, which were later partly converted to grants.
QOverall, the loan component of the overall EDF
package fluctuated in the first three Lomé Conven-
tions from 26.2% to 28.1% of the total financial
package made available.?® This then fell to 16.9%
under Lomé IV, when only 7.6% of grants made
available by member states were used to finance a
soft-loan facility. This followed the EU initiatives in
favour of highly indebted ACP countries in the
second half of the 1980s and in the 1990s.2!

Under Lomé IV bis, however, the proportion of
the total aid package provided in the form of loans
began to creep back up again, to 18.2%, (with some
7.7% of grants from member states being used to
finance a soft-loan facility). Under the Cotonou
Agreement, however, the proportion of loans within
the total aid package returned to the levels of the
1970s and 1980s, with fully a quarter of the total
financial package being provided in the form of
loans. This required the deployment of 16.3% of the
total grant package from EU member states in the
form of loans — loans that are increasingly being
extended to final beneficiaries at market rates. This
move towards the application of market-related
rates on EIB-administered loans reflects the revolv-
ing fund nature of the Cotonou Agreement Invest-
ment Facility.

To these various loans financed from grants from EU
member states should be added the loans mobilised
by the EIB from European capital markets and
extended to ACP countries on concessional terms
(so-called ‘own resource’ loans).”* There is thus a
rather ambiguous EU position on the role of loan
financing within the overall EU-ACP development
assistance package. This takes on some significance

Box 1. Member states' contributions to
the EDF

While each European Development Fund has its own
five-year financial allocation, established when the
agreement is signed, EDF funds are not simply trans-
ferred to the European Commission at the time the
overall size of the EDF is agreed. Rather, these funds
are made available by EU member states in the light
of annual projections by the European Commission
of the likely EDF financial resources that will need to
be paid out in the next calendar year. Funds are trans-
ferred to the European Commission in three instal-
ments in the light of these projections. Until recent
years, there was a tendency for the European Com-
mission to over-estimate the level of financial
resources that would be required, since it is more dif-
ficult to secure supplementary payments from mem-
ber states, should these be required, than to simply

reduce the funds called on from the member states
in the course of the year.

The bulk of so-called ‘blocked funds' are thus not
‘blocked’ in bank accounts in ACP countries, but
reside with EU member states until such time as
these funds are actually required by the European
Commission to meet payment obligations under the
EDF. In some EU member states these unrequired
funds are used to supplement bilateral development
co-operation programme activities. In other member
states they may come from a general budget for EU-
related expenditures and may find their way into co-
financing of rural development programmes or other
EU-related national expenditures. In still other
member states they may revert back to the general
government reserve within the budget. Everything
depends on the internal financing arrangement
established by individual member states.
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Table 5. Percentage of grant financing used for grants and loans

Grants provided as grants Grants provided as loans Total grant
allocation
(million ECU/ €) (%) (million ECU/ €) (%)
4th EDF (1975-80) 2,475 83.5 525 17.5%2 3,000
Sth EDF (1980-85) 3,758 827 784 1738 4,542
6th EDF (1985-90) 6,200 838 1,200 16.2# 7400
7th EDF (1990-95) 9,975 924 825 06 10,800
8th EDF (1995-2000) 1,967 923 1,000 77 12,967
9th EDF (2000-2007) 11,300 83.7 2,200 16.3 13,500
Table 6. Proportion of grants to loans under ACP-EU arrangements (million ECU/ €)
Loans % Grants % Total
4th EDF (1975-80) 915 270 2475 73.0 3,390
Sth EDF (1980-85) 1,469 281 3,758 78 5,227
6th EDF (1985-90) 2,200 26.2 6,200 738 8,400
7th EDF (1990-95) 2,025 169 9,975 83.1 12,000
8th EDF (1995-2000) 2,658 18.2 11,967 81.8 14,625
Sth EDF (2000-2007) 3,900 25.7 11,300 743 15,200

in the context of the discussion on EPA-related
restructuring assistance since fully EDF aid to indus-
try-related projects has traditionally been extended
in the form of loans rather than grants.

Counterpart funds

In addition to these financial instruments made
available to ACP countries, over the course of suc-
cessive Conventions there emerged a further source
of financing, which in some ACP countries took on
considerable significance, namely ‘counterpart funds’.
Counterpart funds first emerged in the framework of
ACP-EU co-operation from the deployment of EU
food aid. Food aid was provided to food-deficit ACP
countries, financed from the EU budget, and it was
sold locally, generating funds in local currency
known as ‘counterpart funds’. These counterpart
funds could then be used to finance local costs of
agreed development co-operation initiatives. Offi-
cially, however, counterpart funds do not form part
of EC-administered aid programmes to ACP coun-
tries. As the development dimension of food-aid
operations was increasingly understood, a shift
occurred from the export of foodstuffs to the local or

regional purchase of foodstuffs for consumption in
food-deficit areas. This somewhat reduced the avail-
ability of counterpart funds. However, this co-
incided with a move to import-programme support
in ACP countries facing balance of payments diffi-
culties and this new type of support began to gener-
ate a considerable volume of counterpart funds, as
imported goods were sold on the local market.
These import programmes were financed under the
National Indicative Programme, Structurai Adjust-
ment Support Programmes, and even STABEX
interventions. The counterpart funds were then
commonly used to provide financial support for
government budgets. In some countries, notably
Ethiopia, the budgetary support provided by coun-
terpart funds came to account for a significant pro-
portion of total government expenditure. Tracing
the volume of counterpart funds made available in
the form of budgetary support is a far from straight-
forward task. The first problem is to reconcile the
nominal level of counterpart funds to be generated
under the various programmes financed in each
country with the actual level of counterpart funds
collected in-country as a result of the sale of the
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products placed on the market under the commodity-
import programmes. This partly relates to exchange
rate fluctuations in countries undergoing extreme
balance-of-payment difficulties. At what rate should
the counterpart funds to be collected be calculated
when currency depreciation can be rapid and deep?
It partly relates to the administrative efficiency of
counterpart fund collection systems set in place and
partly to the extent of corruption within the system.

This first level problem is compounded by prob-
lems of ‘leakage’ of counterpart funds once they
have been collected. Often substantial counterpart
funds nominally exist but in reality are not in the
bank accounts into which they should have been
paid. These management problems can have a direct
bearing on counterpart fund use. Indeed, they can
prevent the conclusion of counterpart funds agree-
ments, which provide the basis for using the funds.
How then can one get an accurate picture of coun-
terpart funds and their contribution to the stabili-
sation of public finances and local economic and
social development at the ACP level? This is in
many respects an impossible task and consequently
the value of counterpart funds can only be assessed
on a country-by-country, case-by-case basis.

However, with changing patterns of aid deploy-
ment under the Cotonou Agreement, the use of
counterpart funds is becoming less and less signifi-
cant.

ACP-EU co-operation funded through the EU
budget

In addition to ACP-EU co-operation activities
funded through the EDF, a substantial amount of
funding has been made available through the EU
annual budget. Traditionally, the most important
instrument in this regard was the EU food-aid

Table 7. EDF commitments (million ECU/ €)

budget. Financial commitments under this instru-
ment were commonly inflated by using the internal
EU price as the reference price for the value of the
food aid provided (as opposed to much lower world
market prices). Other budgetary instruments com-
monly deployed in support of ACP-EU co-opera-
tion activities included:

¢ the NGO co-financing budget line;

e special thematic initiatives (for example the pro-
gramme to combat hunger in the early 1980s and
the special initiative for highly indebted coun-
tries in the latter part of the 1980s); and

¢ special thematic budget lines (for example
Women in Development).

Altogether, under the first four Lomé Conventions
the EU budget made an increasing contribution to
the total aid received by ACP countries, rising from
€259.7 million under Lomé I, when it accounted for
10.4% of total EU aid received by ACP countries, to
€1,773.82 million under Lomé IV - 13.9% of total
EU aid received by ACP countries.

Total EU Aid to ACP Countries, 1975-2000

Tables 7 and 8 show the total level of aid committed
to individual ACP countries over successive Lomé
Conventions broken down by the financing instru-
ment.2é From a recipient-country point of view, with
the exception of Lomé 1V bis, the proportion of
total EU aid going through the NIP has declined
throughout the period, with a rapid fall under Lomé
IV. The figure under Lomé IV bis is something of an
anomaly, since the figures for EIB loans are unavail-
able?” and commitments from non-programmable
instruments and the EU budget are particularly low.
There was in fact only a small increase in actual NIP

EDF NIP Other EDF Ei8 EVU budget Total

Lomé | 1,953.26 807.48 343.09 359.70 3,463.53
Lomé Il 2,572.80 1,392.13 54401 676.98 5.185.92
Lomé 1l 4,108.10 2,508.50 720.15 1,177.25 8,515.00
Lomé IV 5,009.10 4,849.60 1.141.00 1,773.82 12,773.52
Lomé IV bis 5,087.90 1,088.27 n/a 929.99 7108.16
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Table 8. EDF commitments (percentage of total aid received from the EU)

EDF NIP Other EDF EIB EU budget Total
Lomé | 56.4% 23.3% 9.9% 10.4% 100%
Lomé Il 49.6% 26.8% 10.5% 13.1% 100%
Lomé Il 48.3% 29.5% 8.5% 13.8% 100%
Lomé IV 39.2% 38.0% 8.9% 13.9% 100%
Lomé IV bis 71.6% 15.3% n/a 13.1% 100%

commitments between Lomé [V and Lomé [V bis
(1.6%) compared to a 21.9% increase in the overall
funding package and a 20.1% increase in grant fin-
ancing.?® In contrast, the level of non-programmable
EDF aid rose consistently under the first four Lomé
Conventions, reaching a level almost comparable to
programmable aid under Lomé IV. This trend was of
course reversed in 2000, with a complete transfor-
mation of financing instruments under the Cotonou
Agreement and the reversion back to two basic
instruments: a long-term development co-operation
envelope and an Investment Facility.

EIB aid has fluctuated between 8.5% and 10.5% of
the total aid, while from Lomé II to Lomé IV bis the
EU budget provided between 13.1% and 13.9% of
total ACP aid receipts from the EU.?

EU development assistance under the
Cotonou Agreement

Under the 9th EDF, which finances co-operation
under the Cotonou Agreement, a total of €15.2 bil-
lion has been miade available. This takes the form of
both grants and loans: 74.3% is in the form of grants
and 25.7% is in the form of loans. €13.5 billion is
drawn from grants from EU member states and
€01281.7 billion has been made available from the
European Investment Bank’s own resources.

In addition, the European Commission sought to
identify all those previously allocated aid funds that
have not so far been used, with the aim of consolidat-
ing them into the 9th EDE In August 2001 the EC
maintained that outstanding balances under previous
EDFs totalled some €9,900 million. It is, however,
far from clear how this figure was arrived at, given
the process of EDF aid deployment (see Box 2).

Of the €11,300 million allocated to long-term
development co-operation, approximately €10, 000

million was available for deployment at the national
level, with €1,300 million made available for
regional programmes (including pan-ACP pro-
grammes).

Of this €10,000 million, €7120.8 million was
committed to the ‘A’ allocation of 75 ACP coun-
tries. The ‘A’ allocation covers ‘macroeconomic
support, sectoral policies, programmes and projects
in support of the focal and non-focal areas of Com-
munity assistance’. €2003.2 million was nominally
committed to the ‘B’ allocation of some 63 ACP
countries. The ‘B’ allocation covers ‘unforeseen
needs such as emergency assistance where such sup-
port cannot be financed from the EU budget, contri-
butions to internationally agreed debt relief initia-
tives, and support to mitigate adverse effects of
instability on export earnings’. Most ACP coun-
tries, however, have not been allowed to draw down
on the ‘B’ allocation,*® so in actual fact only around
71% of EDF funds for nationally determined long-
term co-operation programmes were available for
deployment. Under the ongoing Mid-Term Review,
however, a process is underway whereby funds are
transferred from the ‘B’ allocation to the ‘A’ alloca-
tion {or withdrawn), enabling ACP countries to
make use of the full allocation in their development
co-operation activities. As of July 2005 the Mid-
Term Review had been completed in 41 ACP coun-
tries. In total these revised ‘A’ allocations, combined
with the ‘A’ allocations not yet subjected to revision
under the Mid-Term Review, gave a total level of ‘A’
allocation funding post Mid-Term Review of
€8,032.32 million, or 80% of the envelope for long-
term development co-operation at the national
level. Revised ‘B’ allocations in the countries where
the Mid-Term Review was already complete came to
€788.22, some 7.88% of the envelope for long-term
development co-operation at the national level.
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Box 2. The 9th EDF Funding Package

Overall amount €15,200 million

Grants from EU member states €13,500 million
EIB own resources €1,700 million

Of the €13,500 million available as grant aid:

e €2,200 million is allocated to the Investment
Facility

e €11,300 million is allocated to the Long-term
Development Co-operation Facility

Of the €11,300 million allocated to the Long-term
Development Co-operation Facility:

¢ €1,300 million is allocated to regional co-opera-
tion and integration

¢ €10,000 million is allocated to national long-
term development co-operation

Of the €10,000 million allocated to national long-
term development co-operation:

e €90 million is allocated to the Centre for the
Development of Enterprise

e €70 million is allocated to the Technical Centre
for Rural and Agricultural Cooperation (CTA)

e €4 million is allocated to the Joint Assembly

The Complex Process of EDF Aid Deployment

Tables in the August 2001 Commission communi-
cation showed the following situation with regard to
decisions (financing agreements signed), assigned
funds (contracts signed), and payments (payments
actually transferred) under the 6th, 7th and 8th
EDFs (see Table 9).

Table 9. Situation on 31 December, 2000 (€'000)

Appropriation*

» 6th EDF 7,829,081
e 7th EDF 11,514,969
« 8th EDF 13,345,115
Decisions™:

 6th EDF 7,496,083
e 7th EDF 10,754,495
» 8th EDF 8,348,082
Assigned funds*

« 6th EDF 7,258,510
* 7th EDF 9,363,127
* 8th EDF 3,796,288
Payments’

« 6th EDF 7136,123
e 7th EDF 8,499,377
» 8th EDF 1,980,296

Extrapolating from these tables, the following picture
emerges with reference to unspent funds. No deci-
sions had been taken (i.e. no financing agreement
has been signed) on a total of some €6,090 million.

No contracts had been signed for the implementa-
tion of actual activities on funds totalling some
€12,271 million (these funds had not yet been
assigned). Payments still needed to be made on a
total of €15,073 million. Thus on 1 January, 2001
€15,073,269,000 of EDF funds were technically
unspent. However, €2,802,220,000 of these funds
had already been committed in the form of legally
binding contracts, while €8,982,804,000 had already
been committed to the financing of specific project
and programme activities and had moved beyond the
first critical stage in the deployment of EDF resources.

This represented a €911.52 million expansion of
overall ‘A’ allocation funding. Taking into account
both the ‘B’ allocations, where the Mid-Term
Review had been completed, and the initial ‘B’ allo-
cations, where no Mid-Term Review had taken
place, some €1,184.6 million was currently nomi-
nally available under the ‘B’ allocation. This is an
increase of €103 million on aid allocated to national
programmes. Of course, ‘B’ allocations and even ‘A’
allocations can decline as the Mid-Term Review
process is rolled out. Of the 41 countries where the
Mid-Term Review had been completed, 10 had a
total ‘A’ and ‘B’ allocation post Mid-Term Review
lower than their initial combined ‘A’ and ‘B’ alloca-
tion; in the case of one country the final ‘A’ alloca-
tion was lower than the initial ‘A’ allocation.

With the Cotonou Agreement only entering
into legal effect on 1 April, 2003, it is too early to
detect any clear patterns in aid deployment.
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Table 10. Situation at 31 December, 2000 (€ '000)

6th EDF 7th EDF 8th EDF Total
No decisions taken 332,998 760,474 4,997,033 6,090,405
No implementation contracts yet signed 570,571 2,151,842 9,548,827 12,271,240
Money so far unspent 692,858 3,015,592 1,364,819 15,073,269

Table 11. 9th EDF initial NIP ‘A’ and ‘B’ allocations and Post Mid-Term Review ‘A’ and ‘B’ allocations

Country Initial ‘A"3¢ Initial ‘B’ Post MTR ‘A’ Post MTR ‘B’ Final total
Angola n70 29.0 n/a n/a -
Antigua 26 04 n/a n/a -
Bahamas 39 06 n/a n/a -
Barbados 6.5 n/a n/a n/a -
Belize 78 10 n/a n/a -
Benin 208.0 6.7 2879 109 298.80
Botswana 39.0 520 56.54 39.60 96.14
Burkina Faso 275.0 76.0 4324 10.7 44310
Burundi 115.0 n/a 162.39 64.4 226.79
Cameroon 159.0 .o 126.29 8.7 134.99
Cape Verde 320 6.5 4490 6.5 51.40
Central African Republic 86.0 210 94.06 9.4 103.46
Chad 2020 7o 2099 329 242.80
Comoros 200 73 n/a n/a -
Dominica 37 12.0 108 53 16.10
Congo (Brazzaville) 430 73 109.2 n/a -
Congo (Kinshasa) 171.0 n/a n/a -

Cook Islands 20 0.6 25 0.6 3.10
Djibouti 29.0 5.8 n/a n/a -
Dominican Republic 19.0 570 120.80 n/a -
East Timor n/a n/a n/a -

Equatorial Guinea 13.0 43 n/a n/a -
Eritrea 88.0 8.8 n/a n/a -
Ethiopia 384.0 153.7 446.0 770 523.00
Fiji 210 n/a n/a n/a -
Gabon 340 450 346 36.1 70.70
Gambia 370 14.0 n/a n/a -
Ghana 231.0 80.0 2810 428 32380
Grenada 35 39 9.5 78 17.30
Guinea 158.0 63.0 n/a n/a

Guinea Bissau 62.0 19.0 733 83 81.60
Cuyana 340 14.0 39.64 9.1 48.74
Haiti 180.0 n/a n/a n/a -
Ivory Coast 182.0 n/a n/a n/a -
Jamaica 73.0 270 7415 29.0 103.15
Kenya 170.0 n/a 2900 26.6 316.6
Kiribati 838 22 n/a n/a -
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Table 11 (continued)

Country Initial ‘A'3® Initial ‘B’ Post MTR ‘A’ Post MTR ‘B’ Final total
Lesotho 86.0 240 106.3 10.3 126.6
Liberia 740 n/a n/a n/a -
Madagascar 267.0 60.0 418.49 101 428.59
Malawi 276.0 69.0 276.66 2133 297.99
Mali 2940 81.0 395.2 1241 407.61
Marshall Islands 35 1 n/a n/a -
Mauritania 104.0 87.0 Nns5.4 180 133.40
Mauritius 33 1.6 48.7 11 49.80
Micronesia 48 14 n/a n/a -
Mozambique 2740 55.0 n/a n/a -
Namibia 48.0 430 69.43 26.30 95.73
Nauru 1.8 0.5 n/a n/a -
Niger 2120 134.0 3328 63.8 396.60
Nigeria 2220 440 552.0 73 559.3
Niue 20 0.6 n/a n/a -
Palau 20 0.6 n/a n/a -
PNG 81.0 85.0 725 76.0 148.5
Rwanda 124.0 62.0 176.0 21 178.1
Samoa 20.0 71 25.17 21 27.27
Sao Tomé & Principe 94 35 10.33 257 1290
Senegal 178.0 n/a n/a n/a -
Sierra Leone 1440 n/a 164.7 62.7 22740
Seychelles 39 08 n/a n/a -
Solomon Islands 6.7 78 n/a n/a -
Somalia 149.0 n/a n/a n/a -

St Kitts & Nevis 34 06 6.69 06 729
St Lucia 45 15.0 19.0 9.0 28.00
St Vincent & the Grenadines 5.0 16.0 149 120 269
Sudan 135.0 20.0 n/a n/a -
Suriname 1.0 70 43.28 1 4438
Swaziland 310 120 33,07 5.4 38.47
Tonga 37 20 n/a n/a -
Trinidad & Tobago 17.0 09 n/a n/a -
Tuvalu 33 0.7 4.45 07 5.15
Uganda 246 n7.0 n/a n/a -
United Republic of Tanzania 290.0 65.0 393.85 4.55 3984
Vanuatu 12.0 33 17.22 33 2052
Zambia 2400 mo 3515 19.26 370.76
Zimbabwe 108.0 n/a n/a n/a -
Total 71208 2,003.2 788.22

192

NAVIGATING NEW WATERS



Sectoral utilisation of EDF assistance

Providing a comprehensive review of the changing
sector utilisation of EDF aid to ACP countries is
made difficult by the 1992 change in the system of
recording the sector/ thematic use of aid, when the
EU moved over to the standard OECD classifica-
tion. However, a fairly clear picture of the sectoral
useof EDF aid under the first three Lomé Conven-
tions exists and it is possible to get an indication of
actual and planned sectoral aid use aid under Lomé
IV and the Cotonou Agreement. Table 12 sets out
the sectoral use of aid under Lomé I, II and III
(1975-1990). If one takes into account that fully
73.4% of EDF financing going into industrial pro-
jects was financed from loan facilities, then the two
most important sectors for EDF grant aid deploy-
ment from 1975-1990 were agriculture and rural
development, and transport and communications.
The significance of agriculture and rural develop-
ment as the focal sector is even more pronounced if
the fact that STABEX funds were largely used in the
agricultural sector is taken into account. In this con-
text, the agriculture and rural development sector
absorbed between 28.8% and 41.39% of EDF
resources between 1975 and 1990.

By Lomé IV the shift to commodity assistance

programmes which was initiated towards the end of
Lomé 111 had gathered pace, and according to Com-
mission reports 32% of EDF assistance was being
deployed in the form of commodity assistance pro-
grammes. This is not surprising given the creation of
a dedicated ECU1,150 million structural adjust-
ment support facility under Lomé IV and the com-
mon practice of deploying conventional NIP funds
in parallel with finance from the structural adjust-
ment support facility.”

While the share of spending on transportation
and communication projects fell slightly as a result
of this refocusing of EDF aid programmes, the decline
was nowhere near as pronounced as in the sectors of
agriculture and rural development.

Under the Cotonou Agreement, on the basis of
a review of 61 agreed NIPs, only 7% of total NIP
funding was committed to rural development and
only 1.1% was committed to agricultural develop-
ment. In contrast, transportation projects accounted
for the planned use of 21.4% of the then program-
med NIP funds and structural adjustment support
(commodity assistance programmes and budgetary
support) for 30%. There has thus been a fundamen-
tal shift in the sector use of EDF resources since
Lomé III (from 1990).

Table 12. Percentage commitment of EDF resources by sector under Lomé |, Il and Il

Lomé | Lomé lI* Lomé IlI**

Industrialisation 28.14 2037 9.18
Tourism 0.50 049 038
Transport and communication 19.10 18.17 14.6

Agriculture and rural development 16.60 24.49 2418
STABEX 12.20 14.07 17.21
Education and training 743 6.27 2.83
Health 1.55 3.02 1.64
Water/housing/urban infrastructure 345 57 2.20
Trade promotion 1.06 1.18 097
Emergency 4.76 438 2.55
Rehabilitation - 057 085
Import programmes 9.79
Other - 204 1.21

*Based on a 90% commitment rate
**Based on a 87.7% commitment rate
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Table 13. The allocation of funds agreed under
9th EDF National Indicative Programmes

Sector Percentage of
Total Funds
Allocated?®®
Structural adjustment 30.7%
Transport 21.4%
Governance 7.9%
Rural development 7.0%
Water 6.7%
Education 6.3%
Minerals 5.0%
Health 43%
Civil society 2.9%
Social provision 1.3%
Agriculture 11%
Food aid 1.0%
Business 0.6%
Environment 0.5%
Trade 0.1%
Undifferentiated 3.1%

*Allocations made to specific programmes totalling €6,242.6
million

Trends in commitment and payment rates
under successive ACP-EU agreements

Throughout successive Lomé Conventions there
has been a considerable time lag between the:

¢ nominal allocation of funds to co-operation pro-
grammes (under NIPs and RIPs);

¢ commitment of these funds to specific projects
and programmes (primary commitments);

® signing of contracts for the implementation of
specific co-operation activities (secondary com-
mitments); and

¢ disbursement of funds for the implementation of
agreed activities (payments).

In terms of the impact on the ground the key point
of aid deployment is the payment of funds for the
implementation of activities.

Tables 14 and 15 set out in summary form the
cumulative payment and commitment rates under
successive ACP-EU co-operation agreements. On

average it has taken 13 years to fully disburse (pay
out) each five-year ACP-EU co-operation envelope.

Ironically the rates of actual payment of EDF
resources were highest under Lomé II and Lomé IV
bis and lowest under Lomé IV (1990-95) and the
Cotonou Agreement (2002-2005).%

The low commitment and payment performance
under Lomé IV occurred despite a shift from the
mid-1980s towards the use of quicker disbursing aid
instruments. Equally Lomé I1I, the 6th EDE, saw the
first introduction of commodity assistance pro-
grammes (a key component of which was the €500
million programme for highly indebted poor coun-
tries launched in November 1987), yet payment
rates remained stubbornly low compared to Lomé |
and Lomé II.

After three years they were only 84% of the rate
attained under Lomé II. After five years payment
rates were on a par with Lomé I but with no notable
increase. The payment performance under the 7th
EDE when the new quick-disbursing instruments
were fully in place, was even poorer, with payment
rates after three years only 82% of those attained
under Lomé II and after five years 94% of those
attained under Lomé II. Only under the 8th EDF did
payment rates exceed those of Lomé Il after three
years.

However, it should be borne in mind that this
was largely attributable to a series of debt-relief
initiatives implemented with the EIB and the World
Bank. This saw some €350 million committed in
2000 and a further €350 million committed in 2001
(with a total planned envelope under the 8th EDF
for such debt relief initiatives of €1,040 million).
Taking these initiatives out of the equation, com-
mitment rates in 2000 and 2001 would have been
2.7% lower. This brings commitment rates down to
below Lomé II levels. This is evident from the fact
that this improved rate of payments was not sus-
tained under the Cotonou Agreement, when pay-
ment rates after three years of legal application of
the Cotonou Agreement (i.e. by the end of 2004)
were only 85% of those attained under Lomé 1.

It should be borne in mind that the debt initia-
tive was only the most prominent of the ‘global ini-
tiatives’ implemented under the 8th and 9th EDFs
outside the conventional national and regional
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Table 14, Rates of payments

After 3 years After 5 years After 8 years After 12 years
4th EDF 16.87% 42.91% 73.48% 87.33%
Sth EDF 18.08% 39.05% 65.47% 79.03%
6th EDF 15.20% 39.78% 67.71% 80.69%
7th EDF 14.92% 36.82% 61.62% 82.69%
8th EDF 19.97% 42.44% 74.99% -
9th EDF 15.39% 4414% - -
Table 15. Rates of commitments

After 3 years After 5 years After 8 years After 12 years
4th EDF 48.78% 80.55% 88.81% 92.44%
Sth EDF 44.20% 70.07% 88.01% 87.64%
6th EDF 55.50% 81.82% 88.92% 89.69%
7th EDF 40.01% 72.57% 86.96% 97.79%
8th EDF 57.60% 90.42% - -
9th EDF 48.68% 93.42% - -

programming process.** A key feature of a number of
these initiatives (but not all) is that they rapidly
take funds off the EU books in terms of commit-
ments and payments, but do not necessarily result in
increased disbursements in ACP countries.

Under the 9th EDE, for example, €376.5 mil-
lion* has been provided to ACP countries through
UN agencies. This is equivalent to some 16.1% of
the cumulative payments made under the 9th EDF
by the end of 2004.

The anomalous position whereby nominally
quicker disbursing instruments actually result in
lower rates of payments (although increased in vol-
ume terms) would appear to be attributable to one of
two factors:

¢ the delays caused by the intensification of policy
dialogue prior to aid commitments and the need
to negotiate conditionalities linked to individual
programme aid deployment; and/or

¢ the administrative procedures applied by the EC
in the management of EDF resources.

The intensification of policy dialogue would appear
to be the most significant factor. Under the later
part of Lomé IlI, but particularly under Lomé IV,
one saw the emergence of a multiplicity of forums

for policy dialogue. Not only was there the program-
ming process (see Box 3), but the deployment of
general import support and sectoral import support
commonly required the negotiation of sector or
general policy conditionalities.

What is more, the use of counterpart funds gen-
erated under these programmes was also the subject
of policy dialogue and policy conditionalities. With
the introduction of the concept of ‘Frameworks of
Mutual Obligations’ for the deployment of STABEX
funds, a further framework for policy dialogue was
created. This modification, in particular, resulted in
disbursements under the quickest disbursing of the
Lomé instruments slowing down dramatically,*
with STABEX funds nominally committed in the
mid-1990s still lying unused until the Cotonou Mid-
Term Review. This basic problem in terms of second-
ary commitments and payments is then compoun-
ded by EDF administrative procedures.

In this context it should be noted that payment
rates achieved under the 9th EDF have been below
those attained under Lomé [ and Lomé II after both
three and five years of application. Indeed, payment
rates under the 9th EDF after five years were even
lower than the payment rates achieved under the

8th EDE

NAVIGATING NEW WATERS

195



Member states’ contributions to the EDFs

’

The formula used to calculate EU member states
contributions to each EDF is different from the
formula used for EU budget contributions. Indeed,
there is not so much a formula for calculating mem-

ber states contributions as a call for contributions at
the time of the negotiation of each agreement.
Member states’ contributions amount to what they
would like to contribute, in the light of their histor-
ical contribution, with a commitment being made
at the beginning of each EDF financing cycle. How-

Table 16. Percentage contribution of EU member states to successive EDFs (million ECU/ €)

4th EDF 5th EDF 6th EDF 7th EDF 8th EDF 9th EDF
Germany 2595 26.06 25.96 23.36 23.36
France 2595 23.58 2437 2430 2430
UK 18.70 16.58 16.37 12.69 12.69
Italy 12.00 12.58 12.96 12.54 12.54
Netherlands 795 5.64 5.57 5.22 5.22
Belgium 6.25 396 396 392 3.92
Denmark 2.40 2.08 207 214 214
Greece - 1.24 1.22 1.25 1.25
Ireland 0.60 0.55 055 0.62 062
Luxembourg 0.20 019 019 029 029
Spain - (7.55)* 5.90 5.84 5.84
Portugal - (7.55)* 0.88 097 097
Sweden - 273 273
Finland - 148 148
Austria - 2.65 2.65
Total EDF 3,000 4,542 7400 10,800 12,967 13,500

*7.55% was the expected combined contribution of Spain and Portugal

Box 3. The programming exercise

The programming exercise was the process of consul-
tation between the EU and individual ACP govern-
ments through which the use of a five-year multi-
annual allocation was determined. The government
was given the central role in drawing up the National
Indicative Programme, which was the ultimate out-
come of the programming process. The program-
ming process determined:

« the priority sectors for support;
« the type of assistance to be provided; and

» the most appropriate agencies for implementa-
tion of development co-operation activities.

A similar process of programming was applied to the

deployment of regional funds, where recognised
regional bodies existed. However, under the Cotonou
Agreement this programming process was changed
and replaced by a concept of 'rolling programming’
whereby aid availability could be reviewed in the
light of aid use. This preliminary nature of the aid
allocation under the Cotonou Agreement was for-
malised by the specification of an ‘A" and a ‘B’ alloca-
tion to each ACP country. As the Cotonou Mid-Term
Review process demonstrates, in the majority of
cases this is leading to allocated funds being with-
drawn from individual countries for redeployment by
other means. This is greatly reducing the proportion
of EDF funds deployed in support of nationally deter-
mined development programmes.
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ever, this does not always work and between Lomé
IV and Lomé IV bis the UK contribution actually
fell, not only in percentage terms but in nominal
terms, from ECU1,767.96 million to ECU1,645.51
million. No similar fall occurred in the contribu-
tions of other member states. The principal benefi-
ciaries of EU enlargement in 1995 were not the
ACP but the UK government, which reduced its
contribution to the EDE

A qualitative review of changing patterns
of EU aid deployment to ACP countries

The changing sector focus of EDF aid

There has been a major shift in sector deployment of
EDF aid in ACP countries. Under the earlier Lomé
Conventions the agriculture and rural development
sector was the major focal sector, accounting for the
largest proportion of aid deployed. The second most
important sector for EDF aid deployment was trans-
portation infrastructure. Since Lomé III, however,
the sector focus of EDF aid deployment has shifted.
While transportation infrastructure remains a major
sector for EDF aid deployment, the deployment of
EDF aid to the agriculture and rural development
sector has fallen dramatically, with first commodity
assistance support and subsequently budgetary sup-
port playing a leading role. This is despite the
continued centrality of agriculture and rural devel-
opment to poverty eradication in ACP countries.

New priority areas such as health and education
have received increased funding under the EDF in
recent years, but the proportion of total EDF fund-
ing going to these sectors is still below the average
for OECD donorts.

Relatively low levels of NIP aid are deployed in
support of economic projects such as trade promo-
tion, and private and business sector development.
The EC tends to favour using regional funding to
support such trade and business development pro-
grammes. This is closely related to the regional focus
of EPA negotiations and can be seen by the unchar-
itable to be designed to ‘grease the wheels’ of econ-
omic partnership agreement negotiations.

Equally, recent high-profile initiatives in the
form of “aid to trade’ facilities tend, on closer inspec-
tion, to consist of an agglomeration of existing

activities with some trade component, rather than
new financial initiatives linked to addressing new
problems in new ways.

The expanding discretionary powers of
the European Commission

Over the course of successive Lomé Conventions
there has been a trend of increasing deployment of
EDF aid through instruments where the EC exer-
cises discretionary control. This growing allocation
of discretionary powers to the EC within the EDF
aid deployment system is in sharp contrast to the
concept of programming developed under Lomé I
and elaborated under Lomé II. This programming
process sought to place nationally determined
development plans at the centre of the aid deploy-
ment process. Now aid deployment is much more
focused on supporting the establishment of the
appropriate policy framework, with ACP govern-
ments being rewarded if they are deemed to adopt
appropriate policies.®

This has been associated with a movement away
from project aid to programme aid, linked to sec-
toral and macroeconomic policy dialogue. It mani-
fested itself first in growing levels of commodity
assistance and increasingly in the form of budgetary
support. The notion of aid being conditional not
only upon financial performance (in terms of aid
use), but also upon policy performance (in terms of
the sectoral and macroeconomic policy frameworks
established) was consolidated under the Cotonou
Agreement into a formalisation of ‘A’ allocation and
a discretionary ‘B’ allocation. It was made clear under
the Cotonou Agreement that the ‘B’ allocation was
not an entitlement but an optional allocation
depending on the performance of the country in
using the ‘A’ allocation.

In addition it should be borne in mind that
under the Cotonou Agreement the EC retained a
higher proportion of NIP funds unallocated and
used only slightly over half of the regional alloca-
tion for direct allocation to regional organisations.
This greatly increased the discretionary funds avail-
able to the EC even without the clawed-back ‘B’
allocations.

To this should be added the unused funds rolled
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over from previous EDFs which provided the EC
with an extensive fund of over €1 billion to supple-
ment the nominal 9th EDF grant allocation, and
over which the EC retained considerable discretion.
However, even with these resources in hand, it
became apparent in the course of the first four years
of the Cotonou Agreement that the EC was over-
committing funds from the general reserve for the
funding of special initiatives (the HIV/AIDS
Global Fund, the African Security Initiative, the
HIPC Initiative and the Water Fund), implemented
outside the conventional NIP/RIP framework for
the deployment of long-term development assis-
tance. As a consequence, it became clear that the
general reserve would not be extensively used to
supplement the ‘A’ country allocations.

This is now evident in the situation emerging
from the Mid-Term Review of the Cotonou NIP
allocations, where the total combined ‘A’ and ‘B’
allocations post Mid-Term Review,* are only €113
million higher than the combined initial ‘A’ and ‘B’
allocations.®

Commitments of EDF resources outside the
NIP/RIP framework

Since 1990, but particularly since 1998, the Euro-
pean Commission has begun to deploy a growing

volume of EDF resources outside the conventional
NIP/RIP framework. This has been most noticeable
with regard to the use of regional funds. Under
Lomé II (when the volume of regional funds was
first clearly stipulated) some 85.8% of funds set aside
for regional co-operation were allocated to specific
regional co-operation and integration initiatives
that were locally led. The percentage share fell con-
sistently over successive agreements and from Lomé
IV bis the absolute volume of aid made available to
specific regional co-operation and integration ini-
tiatives that were locally led also declined.

The deployment of aid outside the NIP/RIP
framework has included:

e major debt relief initiatives (HIPC);
¢ A multiplicity of programmes via UN bodies;

The Global Fund for HIV/AIDS, Malaria and
TB;

The Africa Security Facility;
The Water Facility; and

The Energy Facility.

These horizontal initiatives, all approved jointly by
the ACP-EU Council of Ministers, account for a
growing proportion of EDF spending.

Table 17. Regional allocations to specific regions from funds set aside for regional co-operation

(million ECU/ €)

Lomé | Lomé 11 Lomé 111 Lomé IV Lomé IV Cotonou
bis
West Africa 94.9 141.2 20298 2280 2280 2350
Central Africa 236 59.5 74.89 840 84.0 55.0
East Africa 737 1339 20334 199.0 194.0 2230
Southern Africa 26.9 700 133.02 128.9 1210
Indian Ocean 83 200 25.64 30.0 300
Caribbean 249 55.6 71.09 105.0 90.0 57.0
Pacific 10.0 339 39.00 350 350 290
Total to regions 2623 515.0 750.00 810.0 651.0 599.0
Total allocation - 600.0 1,000.00 1,250.0 13000 11,3000
Percentage going to regions 858 75.00 64.8 50.1 46.7

Source: Europa/ Development — Co-operation by Region, Lomé

http:/ /europa.eu.int/ comm/ development/body/publications/rep938/regio_en.htm
Regional Allocations Cotonou: hitp://europa.eu.int/comm/development/body/csp_rsp/rsp_en.cfm
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The implications of this trend for EPA negotiations
is far from clear. On the one hand, it demonstrates a
willingness to deploy EDF aid outside the NIP/RIP
framework and within the framework of new initia-
tives and through new partners. It also provides a
rich experience of how to deal with EDF procedures
in getting to grips with new challenges (both posi-
tive and negative). On the other hand, it is shrink-
ing the pot of EDF funding available to support both
traditional NIP/RIP-based development priorities
and EPA-related restructuring challenges.

The expanded use of EDF aid

This leads on to a fourth major trend in EDF aid
deployment, namely the growing range of develop-
ment priorities which the EDF facility is meant to
address. It should be noted that under Lomé I and
Lomé II, EDF aid deployment was primarily focused
on long-term development projects, with substantial
additional resources being mobilised for deployment
in certain crisis-affected ACP regions from the gen-
eral EU budget. Since Lomé 111, however, EDF aid
has been used to cover virtually all EU expenditures
in ACP countries (notable exceptions are NGO co-
financing and certain thematic budget lines). This
has included major new areas of co-operation, rang-
ing from debt relief, through the Global Fund for
HIV/AIDS, Malaria and TB to security interventions.

EDF resources are thus being spread more thinly
than under earlier conventions. This is having a
particular impact on the level of funding available
for long-term development co-operation activities
at the country level, which is declining.

Changing instruments but common
commitment and deployment problems at
country level

A fifth major trend is the continued problem with
regard to the length of time it takes to commit and
disburse EDF resources. This has remained a prob-
lem despite the shift from areas of support with long
lead times and nominally slow rates of commitment
and disbursement, for example integrated agricul-
tural and rural development programmes, towards
forms of support that are nominally quick disburs-
ing, with swift commitment and disbursement rates

(for example commodity assistance programmes or
budgetary support).

Unfortunately the shift towards these nominally
quicker disbursing instruments has not, until very
recently, resulted in a noticeable improvement in
the actual rate of payments of EDF resources under
successive funds. Lomé 111, the 6th EDF, saw the first
introduction of commodity assistance programmes,
yet payment rates remained stubbornly low. After
three years, payment rates were only 84% of those
attained under Lomé II. After five years, payment
rates were on a par with Lomé II but with no notable
increase. The payment performance under the 7th
EDE when the new ‘quick-disbursing’ instruments
were fully in place, was even poorer, with payment
rates after three years only 82% of those attained
under Lomé Il and after five years 94% of those
attained under Lomé II. Only under the 8th EDF did
payment rates exceed those of Lomé It after three
years.

However, this was not sustained under the
Cotonou Agreement, when payment rates after three
years of legal application of the Cotonou Agree-
ment (i.e. by the end of 2004) were only 85% of
those attained under Lomé II (see Table 14 above).
This trend is contrary to what one might have
expected given the more generalised introduction of
quick-disbursing instruments under Lomé IV. This
suggests that there are ongoing bottlenecks in the
commitment and disbursement of EDF funds through
existing arrangements. While there is a general con-
sensus on the existence of the problem, there is no
agreement on what needs to be done. For the Euro-
pean Commission, part of the solution lies in moving
outside the conventional NIP/RIP aid deployment
framework. While this has resulted in increased vol-
umes of EDF commitments, and indeed payments,
from the EC, it has not necessarily resulted in an
increase in the rate of payment of EDF resources
into ACP countries. On occasions intermediate
bodies through which aid is deployed (for example
the Global Fund for HIV/AIDS, Malaria and TB)
have faced their own problems in actually working
within EDF procedures. Thus, while these pro-
grammes may transfer large volumes of funding off
the EC's books, this does not necessarily mean that
more money is being spent faster in ACP countries.
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Use of grants for loans

Not all aid made available in the form of grants is
extended as grants to ACP countries. Under the
Cotonou Agreement the use of grants to finance
loans returned to the levels of Lomé 1, II and III,
having fallen dramatically under Lomé IV, when the
depth and devastating consequences for develop-
ment of high levels of indebtedness were appreciated.

Using aid, not simply allocating aid

The situation with regard to commitments and pay-
ments of EDF resources (particularly payments,
which is the critical point of reference for the aid
recipient), suggests that there is little value in
expanding the financial allocation to co-operation
with ACP countries unless the issue of accelerating
actual disbursements is addressed. Even the shift to
quicker disbursing forms of support from 1988
onwards did not significantly impact on the actual
rate of deployment of EDF aid in ACP countries.
This suggests that EDF administrative procedures
are poorly suited to quick disbursement. This has
important implications if one is looking at support-
ing time-sensitive initiatives linked to economic
changes brought about by the implementation of
economic partnership agreements. The issue of the
administrative procedures to be used in supporting
EPA-related adjustments will be critical to the
actual value of any such support facility.

Harmonising member states policies on the
use of unrequired funds

Slow payment rates can leave EU member states
holding relatively large volumes of financial
resources at the end of the financial year, which they
have nominally allocated to finance their EDF pay-
ment obligations. In some member states these funds
are lost to ACP-EU co-operation for that financial
year. Establishing a mechanism to ensure that these
funds are not lost to ACP-EU co-operation by com-
mitting them to quick-disbursing instruments of
support linked to EPA-related adjustment processes
would appear to be appropriate (for example using
funds that are not required to meet EDF obligations
each year to provide budgetary support to address
the revenue implications of EPAs).

Making sure that aid swiftly reaches the
final beneficiary

While the shift to the use of non-traditional chan-
nels of aid disbursement has become apparent since
Lomé IV bis, and has resulted in quicker rates of aid
commitment and primary disbursement, it has not
necessarily resulted in the final beneficiary in ACP
countries receiving the benefits of the aid any more
quickly. There still appear to be delays arising from
the need to apply EDF procedures.

Taking policy dialogue out of the equation

A significant factor in the relatively slow commit-
ment and payment rates in recent years (despite the
move to quicker disbursing instruments) has been
the deepening and multiplication of frameworks for
policy dialogue. This slowed down noticeably the
rate of disbursement on the quickest disbursing of
the Lomé instruments — the STABEX fund. How
the issue of policy dialogue/policy conditionalities is
to be dealt with under EPAs will be an important
determinant of the value of the assistance extended.
At one level the situation should be eased, since
ACP governments will be pursuing liberalisation in
line with EU policy advice. Procedures may, how-
ever, need to be modified to reflect these new reali-
ties.

Learning from other experiences. With regard to
the general issue of procedures to be followed in
supporting economic restructuring linked to trade
integration, the ACP could usefully explore the
principles applied to, and the experience of, the
EU’s SAPARD programme for new member states,
which had as one of its central planks the decentral-
isation of programme design and implementation
within an agreed administrative framework.

Clarifying policy on the role of loan
financing

EU policy with regard to the extent and nature of
loan financing within the overall EDF aid package
has been ambiguous since 1975. There are also
ambiguities over the role of concessional financing,
particularly the suitability of ‘soft’ financing where
private sector operators are involved (including
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small and medium-sized enterprises). These ambigu-
ities could take on considerable significance when it
comes to the nature of support to be extended to pri-
vate-sector-based processes of economic restructur-
ing in preparation for the implementation of EPAs.
They could be especially important in the food and
agricultural sector, where the EU itself provides
expanding volumes of grant-financed aid to enhance
the efficiency and international competitiveness of
its food and agricultural enterprises throughout the
EU.

How this issue is to be dealt with under an EPA
restructuring facility needs to be clarified at the out-
set if extensive delays in concluding financing
agreements are to be avoided and if the aid deployed
is not to be made available on terms that prove
unattractive for productive investments with long
lead times before returns are secured.

Learning lessons on budgetary support from
the counterpart funds experience

As greater use has been made of direct budgetary
support, the use of counterpart funds has declined in
significance within the EU overall aid package.
But the lessons learnt from counterpart-fund pro-
grammes could be relevant for the design and imple-
mentation of budget-support measures designed to
address the revenue losses arising under moves
towards free trade with the EU and the consolida-
tion of regional market integration.

Reviewing the implications of the declining
importance of the NIP/ RIP Framework

Consideration needs to be given to the implications
of the declining levels of total EU aid to ACP coun-
tries deployed within the NIP/RIP framework. Is it
appropriate to deploy private-sector-led sectoral
support linked to EPA-associated restructuring
through this framework? Or would other channels of
support be more appropriate? If so, what channels?

For EPA-related restructuring programmes $hat
are time sensitive, a key issue is the swift deploy-
ment of assistance in ways that allow ACP econ-
omic operators to prepare for the changes that EPAs
will bring about, rather than simply responding to
these changes.

This calls for a thorough-going review of the
experience and lessons of other time-sensitive
restructuring processes, linked to changes in the
rum, banana and rice sector. It also calls for a review
of the experience of the various non-NIP/RIP chan-
nels used to deploy EDF assistance in recent years,
and the efficiency and effectiveness of the various
management models established for these pro-
grammes, in terms of the timely delivery of assis-
tance to the final beneficiary.

Taking on board the EC's poor performance
on economic projects

A major feature of the EDF aid experience is the rel-
ative lack of success the European Community has
had in managing production-related economic pro-
jects and programmes. In many respects this is only
to be expected, since the EDF system was not designed
to deal with the private sector. As a consequence,
EDF procedures are not amenable to providing assis-
tance in a time-sensitive manner. The lead time for
EDF projects in the agricultural and rural develop-
ment sector has traditionally been very extensive,
with the consequence that market conditions are
very different when the scheme comes on stream,
compared to when the scheme was in the design and
planning stage. A case in point is the ECU62
million of support extended to large-scale irrigation
schemes in Swaziland, which had the aim of extend-
ing irrigated smallholder sugar production. While
this made good sense in 1992-94 when the pro-
gramme was being designed, it will now require
some serious financial restructuring if its future econ-
omic viability is to be assured.

This reality needs to be recognised and
addressed, particularly given the recent rhetorical
empbhasis on ‘aid to trade’ projects. The sad reality is
that, for a variety of reasons, the European Commu-
nity is simply not very good at providing efficient
and effective support to economic projects that are
sensitive to market change (precisely the circum-
stances that will be faced under an EPA). Indeed,
this has been implicitly recognised by the European
Commission, which has overseen a major shift in
the deployment of EDF assistance away from the
agriculture and rural development sector to budget
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support and transportation-sector programmes. This
is profoundly significant in the context of designing
assistance packages linked to EPA-related restruc-
turing needs.

Clarifying the role of transportation projects
in promoting production and trade in ACP
countries

EDF aid remains focused on transport infrastructure
projects. Indeed, in one of the major ACP recipients
of EDF aid, despite the ever-changing development
justification for the deployment of EDF aid (support
to national planning processes, support to food
strategies, support for macroeconomic adjustment,
support for poverty alleviation), the percentage of

total NIP aid going to the transportation infrastruc-
ture sector has remained constant since Lomé I.

In this context, given that a major component of
NIP aid goes to transportation infrastructure pro-
jects, the question arises of how relevant the pattern
of this aid deployment is to enhancing the competi-
tiveness of ACP enterprises in producing for and
supplying national, regional and international
markets.

It may well be that the pattern of EDF transport
infrastructure investment in ACP countries facili-
tates trade but does not facilitate competitive pro-
duction and supply of goods and services in ACP
countries for national, regional and international
markets.
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Annex 1. Additional tables

Table Al. Rates of commitments and payments based on allocations under the financial protocol -
4th EDF (Lomé 1)

Year Commitment Payment % Total (€ 3,390 million)
(cumulative) (cumulative) Commitment Payment
1976 3822 975 n.27 288
1977 1,089.9 245.5 3215 724
1978 1,653.8 571.8 48.78 16.87
1979 2,2259 995.2 73.23 29.36
1980 2,7308 1,454.5 80.55 4291
1981 28813 1,900.3 84.99 56.06
1982 2,983.1 2,205.8 88.00 65.07
1983 3,010.7 2,491.0 88.81 73.48
1984 3,037.0 2,676.2 89.59 78.94
1985 3,046.4 2,7819 89.86 82.06
1986 31335 2,890.4 92.43 85.26
1987 31339 2,960.6 9244 8733
1988 3135.0 2,999.0 9248 88.47
1989 31354 3,031.2 92.49 89.39
1990 3,0533 3,053.3 90.07 90.07

Extracted from tables on the following web pages: Commitments: http.//europa.eu.int/comm/development/body/cotonou/
statistics/statO8_en.htm; Payments: http.//europa.eu.int/comm/development/body/cotonou/statistics/stat 11_en.htm

Table A2, Rates of commitments and payments based on allocations under the financial protocol -
Sth EDF (Lomé 1l)

Year Commitment Payment % Total (€ 5,227 million)
(cumulative) (cumulative) Commitment Payment
1981 548.9 195.9 10.50 3.75
1982 1,551.7 526.0 29.69 10.06
1983 23103 945.2 44.20 18.08
1984 3,102 1,454.7 59.35 2783
1985 3,6623 2,041.0 70.07 39.05
1986 4,156.7 2,658.9 79.52 50.87
1987 4,454.7 3,018 85.22 58.77
1988 4,600.4 34220 88.01 65.47
1989 4,639.3 3,662.7 88.76 70.07
1990 4,663.6 3,856.7 89.22 73.78
1991 4,599.3 3,993.1 8799 76.39
1992 4,580.8 41310 87.64 79.03
1993 4,2074 4,2074 80.49 80.49
1994
1995

Extracted from tables on the following web pages: Commitments: http.//europa.eu.int/comm/development/body/cotonou/
statistics/stat08_en.htm; Payments: http://europa.eu.int/comm/development/body/cotonou/statistics/stat 11_en.htm

NAVIGATING NEW WATERS

203



Table A3. Rates of commitments and payments based on allocations under the financial protocol -
6th EDF (Lomé 111)

Year Commitment Payment % Total (€ 8,400 million)
(cumulative) (cumulative) Commitment Payment
1986 3132 1n6.7 373 139
1987 2,2675 469.3 40.09 5.59
1988 46620 1,2770 55.5 15.20
1989 5,986.2 2,301.2 71.26 2740
1990 6,872.5 33416 81.82 39.78
1991 73247 4,200.8 87.20 50.00
1992 7445.6 515.7 88.64 60.90
1993 7469.1 5,687.3 88.92 67.7
1994 7516.9 6,138.5 89.49 73.08
1995 7562.5 6,404.7 90.03 76.25
1996 7,509.5 6,603.8 89.40 78.62
1997 75337 6,7776 89.69 80.69
1998 7489.1 6,931.5 88.56 8252
1999 74391 7,031.5 88.56 83.7
2000 7389.1 71315 87.97 84.90
2001 7,789. 71395 92.73 84.99
2002 8,089.1 71775 95.70 85.45
2003 8,389.1 72875 99.87 86.76
2004 8,589.1 7475.5 102.25 88.99
2005* 8,789.1 77105 104.63 91.7
2006* 79415 94.54
*Projections

Extracted from tables on the following web pages: Commitments: http.//europa.eu.int/comm/development/body/cotonou/
statistics/statO8_en.htm; Payments: http.//europa.eu.int/comm/development/body/cotonou/statistics/stat11_en.htm
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Table A4. Rates of commitments and payments based on allocations under the financial protocol -
7th EDF (Lomé IV (1))

Year Commitment Payment % Total (€ 12,000 million)

(cumulative) {cumulative) Commitment Payment
1991 859.7 195.5 716 1.63
1992 2,820 1,084.4 2350 9.04
1993 48014 1,790.0 40.01 14.92
1994 72343 31224 60.29 26.02
1995 8,708.8 44079 7257 36.82
1996 9,726.7 5,536.2 81.06 46.14
1997 10,318.5 6,575.1 85.99 54.79
1998 10,435.3 7394.2 86.96 61.62
1999 10,885.3 8,094.2 90.71 67.45
2000 1,335.3 8,759.2 94.46 72.99
2001 11,7353 9,377.2 97.79 7814
2002 9,889.2 82.41
2003 10,329.2 86.08
2004 10,609.2 88.41
2005* 10,784.2 89.87
2006* 10,874.2 90.62
*Projections

Extracted from tables on the following web pages: Commitments: http://europa.eu.int/comm/development/body/cotonou/
statistics/stat08_en.htm; Payments: http://europa.eu.int/comm/development/body/cotonou/statistics/stat11_en.htm

Table A5. Rates of commitments and payments based on allocations under the financial protocol -
8th EDF (Lomé IV (I1))

Year Commitment Payment % Total (€ 142,625 million)
(cumulative) (cumulative) Commitment Payment
1998 2,224 466.6 1.53 319
1999 4,524.1 1,051.6 3093 719
2000 8,424.1 2,921.6 57.60 26.81
2001 10,924.1 4,848.6 74.69 3315
2002 13,224.1 6,207.6 90.42 4244
2003 7859.6 53.74
2004 9,577.6 65.49
2005* 10,967.6 7499
2006* 11,895.6 81.34

*Projections
Extracted from tables on the following web pages: Commitments: http.//europa.eu.int/comm/development/body/cotonou/
statistics/statO8_en.htm; Payments: http.//europa.eu.int/comm/development/body/cotonou/statistics/stat 11_en.htm
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Table A6. Rates of commitments and payments based on allocations under the financial protocol -
9th EDF (Cotonou Agreement)

Year Commitment Payment % Total (€ 12,000 million)

(cumulative) (cumulative) Commitment Payment
2002 900 162 5.92 1.07
2003 4,100 928 26.97 6.11
2004 7400 2,339 48.68 15.39
2005* 10,700 4,239 7039 27.89
2006* 14,200 6,709 93.42 4414
*Projections

Extracted from tables on the following web pages: Commitments: http.//europa.eu.int/comm/development/body/cotonou/
statistics/statO8_en.htm; Payments: http.//europa.eu.int/comm/development/body/cotonou/statistics/stat11_en.htm

Table A7. Annual EDF payments: Changing importance of STABEX transfers

Year Total payments STABEX payments % Share STABEX
1976 975 80 821
1977 148.0 37 250
1978 326.3 34 104
1979 4234 164 387
1980 4593 63 13.7
1981 641.7 S5 120
1982 635.6 267 420
1983 7044 n 10.1
1984 694.7 75 108
1985 692.0 61 88
1986 843. 246 29.2
1987 835.7 282 337
1988 1,196.3 491 410
1989 1,297 338 26.1
1990 1,256.5 218 173
1991 11911 189 159
1992 19417 6N 315
1993 1,353.6 31 22
1994 1,781.6 351 19.7
1995 1563.7 301 19.2
1996 13174 163 124
1997 12127 19 16
1998 1,439.6 89 6.2
1999 1,385.0 20 14
2000 2,635.0 250 9.5
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Notes

1.

10.

11.

12.

In this context in the European Commission document
‘Financial Information on the EDF’ (Com(1999) 323 final) the
final amount of aid deployed under the 6th EDF is given as
totalling ECU9,002.6 million (consisting of ECU5,882.6 million
in grants and ECU 1,120 in EIB ‘own resources’), while for the
7th EDF the total is given as ECU12,794.2 million (consisting of
ECU 11,569.2 million in grants and ECU 1,225 in EIB ‘own
resources’) and for the 8th EDF the total level of funding is given
as ECU 14,830.5 (consisting of ECU 13,137.5 million in grants
and ECU1,693.0 million in loans). In some instances, figures for
the total EDF include funding for co-operation activities in
member states’ overseas territories. There is thus considerable
discrepancy between different European Commission sources on
the total volume of funds made available under successive Lomé
Conventions. However, in terms of the contributions of EU
member states, the key figure is the new financial support con-
tributed under the financial protocol, while for ACP countries
the key figure is the actual aid disbursed.

In the latter half of the 1980s and the 1990s most of these ‘special
loans’ were converted to grants, particularly as it became apparent
that ACP governments were unwilling to take up this com-
ponent of their NIP for fear of further increasing their indebted-
ness.

See Financial and Technical Co-operation Report 1983 (COM
(84) 398 final.

Under the 4th EDF a maximum level of commitments of
ECU3,135 million was attained by 1989, but by 1990 when the
4th EDF was closed, a total of some ECU82.1 million had been
decommitted.

Under the 5th EDF a maximum level of commitments of
ECU4,663.6 million was attained by 1990, but by 1993 when the
4th EDF was closed, a total of some ECU373.4 million had been
decommitted.

With funds from the 4th and 5th EDFs carried over to the 6th
EDF general reserve, when the 6th EDF was closed in 2005, a
total of ECU906.5 million was carried over to the 9th EDE.
Under the 7th EDE by 2002, decommitments of ECU152.3
million had occurred, with these funds being carried over to the
9th EDE

Under the 8th EDF in 2002 a net decommitment of ECU73
million, with these fund being carried over into the general
reserve of the 9th EDE

Within this amount between ECU50 and 150 million was set
aside for emergency aid and some 10% was nominally allocated
to support regional co-operation activities

Some ECU60 million per annum was set aside for emergency aid
within this allocation, within a maximum of ECU200 million
being deployed for the purpose from EDF funds over the life of
the convention.

Of which some €90 million is allocated to finance the activities
of the CDE, some €70 million to finance the activities of the
CTA, and some €4 million to finance the activities of the Joint
Parliamentary Assembly. Nominally the European Commission
also consolidated all previously unused funds into the 9th EDF
and these should be added in when looking at the level of fund-
ing made available to specific instruments, although in consider-
ing the overall level of financial allocation made since 1975
these should not be carried over since this would lead to double
counting.

This includes an allocation of ECU133 million to the financing
of the activities of the CDI (ECU60 million), the Joint Parlia-
mentary Assembly (ECU3 million) and activities related to the

13.

14.

15.

16.

17

18.
19.

20.

21.

development of trade and services implemented at a regional
level (ECU70 million). This reduces the amount available to
finance regional indicative programme activities to ECUI1,117
million. Funds for the activities of the CTA were also drawn from
this regional envelope, further reducing the funds available for
regional specific co-operation programmes.

This includes an allocation of ECU242 million to the financing
of the activities of the CDI (ECU73 million), the Joint Parlia-
mentary Assembly (ECU4 million), activities related to the
development of trade and services implemented at a regional
level (ECU85 million) and institutional development support
(ECU80 million). This reduces the amount available to finance
regional indicative programme activities to ECU1,058 million.
Funds for the activities of the CTA were also drawn from this
regional envelope, further reducing the funds available for
regional specific co-operation programmes.

Initially STABEX support was to be extended in the form of
loans, which would be reimbursed into a revolving fund. How-
ever, the scale and duration of export earnings losses rapidly
undermined the revolving fund concept, so STABEX transfers
were retroactively converted into grants. They are therefore
considered as grants, since no reimbursement of these ‘loans’ was
required of ACP countries.

SYSMIN aid was also initially granted in the form of loans reim-
bursable on the same terms as ‘special loans’. However, this aid
was subsequently converted to grants and so is included as part of
the grants received by ACP countries.

‘Risk capital’ loans managed by the EIB have always been grant
financed. However, these loans need to be reimbursed and so are
not included in the grants received by ACP countries but rather
in the table of loans extended.

While ‘special loans’ were later converted to grants, since the
pace of this process varied considerably across the ACP and
repayments were made on part of these special loans, this instru-
ment is included under loans received by ACP countries rather
than grants made available.

From 2000 this became known as the Investment Facility.

This includes STABEX funds as reimbursable loans as initially
conceived.

These percentages fall to 19.1%, 18.5% and 14.3% under Lomé
1, II and 111, if the later conversion of special loans to grants is
taken into account. This conversion of special loans to grants
accounts in part for the higher total figures of grant financing
under the NIPs at the end of Lomé I, 11 and 111 compared to the
level of grant financing initially allocated to N1Ps.

In November 1978 a special programme for highly indebted
countries was launched. All in all, some ECU500 million was
mobilised for this initiative (ultimately around ECU550 million
was committed in the framework of the initiative). ECU40
million was drawn from the balance of previous EDFs; ECU60
million from repayments on special loans and risk capiral (such
repayments should have reverted back to EU member states in
proportion to their contribution to the EDF from which the orig-
inal loan was financed); ECU200 million was drawn from un-
allocated Lomé 11l programmable resources; and a further
ECU200 million was mobilised from within existing NIP alloca-
tions of the countries benefiting from the programme. This money
was used to address balance-of-payment problems of highly
indebted ACP countries through the provision of commodity
assistance via general and sector-import programmes Twelve
years later, following a joint ACP~EU Council decision, a total
of ECU1,040 million was mobilised for debt relief, deployed via
an EIB-administered trust fund (ECU360 million) and a World
Bank administered trust fund (ECU 680million).
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22.
23.
24.
25.

26.

2.

28.

29.

30.

31

32.

33.

34.

35.

36.
37

Of which “special loans’ accounted for 14.3%.

Of which ‘special loans’ accounted for 11.1%.

Of which *special loans’ accounted for 8.1%.

These loans can attract an ‘interest rate subsidy’ (IRS) from grants
set aside for this purpose.

These figures only include aid deployed directly in individual
ACP countries. They do not include regionally deployed aid or EDF
aid deployed through multilateral bodies or global programmes.
A single data sheet, listing receipts by each ACP country from
Lomé | to Lomé IV bis, has been used for the compilation of this
summary table and figures were not provided for EIB operations
under Lomé 1V bis. While it would have been possible to com-
pile a list of EIB loan agreements signed under Lomé 1V bis, this
would not have provided a consistent, authoritative figure for
actual commitments. Even if a reasonable figure for EIB loans
were factored in, however, it would only reduce the NIP contri-
bution to around 60%.

It was, of course, under Lomé 1V bis that the major debt relief ini-
tiatives were launched, accounting for ECU1,040 million in
commitments through the EIB and the World Bank. The conclu-
sion of the Cotonou Agreement also saw the consolidation of
previously unused funds under the 9th EDE

It is difficult to reconcile these figures with the tables of commit-
ments and payments contained in Tables 2.1.1-2.2.6, which set
out cumulative commitments and payments from EDF resources
via all instruments of co-operation.

Only about 11% had been committed by the time of the
Cotonou Agreement Mid-Term Review process.
Communication from the Commission to the European Parlia-
ment, the Council and the Court of Auditors, ‘Financial Analysis
of the 6th, 7th and 8th European Development Funds — 2000°,
Brussels, 22.8.2001 COM(2001) 479 final, p. 3.

Total grant financing made available under that EDF for co-
operation with ACP countries.

The amount of money for which financing agreements have
been signed.

The amount of money for which contracts with implementing
agents have actually been signed.

The amount of money which the European Commission has
actually paid out.

Situation as of 30 April 2003.

In some ACP countries STABEX funds were also used to provide
commodity assistance.

38.

39.

40.

41.

42.

0.
44.
45.

No information on the sectoral programming of funds is avail-
able for the following countries (bracketed amounts are the size
of the ‘A’ allocation in million €); Barbados (6.5), Burundi
(115), Congo (171), Cook Islands (2), Ivory Coast (182), Liberia
(74), Mali (294), Marshall Islands (3.5), Nauru (1.8), Senegal
(178), Sierra Leone (144), Somalia (149), St Vincent (5), Sudan
(135) and Togo (70). However, it includes SYSMIN allocations
for the following countries: Botswana (30), Dominican Republic
(30), Gabon (35), Ghana (40), Guyana (4.9), Mauritania (45),
Namibia (25), Niger (55), Papua New Guinea (50), Senegal
(55), Sierra Leone (25), Surinam (7) and Zambia (9).

See Tables A1-A6 for more details of cumulative commitment
and payment rates under successive EDFs. It should be borne in
mind that the rates of commitment and payment referred to are
calculated with reference to the overall size of the EDE While
rates may be lower, the actual volume of resources committed
and paid out may well have risen.

Other notable initiatives include the Global Fund for
HIV/AIDS, Malaria and TB, and the African Peace Facility,
established in 2003, and the EC-led Water Initiative.

See http:/feuropa.eu.int/comm/europeaid/reports/final-statistiques-
un-2004-vers9_en.pdf.

From 1976-80 STABEX accounted for fully 26.0% of EDF funds
paid out under the 4th EDF. From 1981-85 STABEX accounted
for 19.8% of total funds paid out under 4th and 5th EDFs. From
1986-90 STABEX accounted for 29% of the funds paid out
under the 4th, 5th and 6th EDFs. With the introduction and
implementation of the framework of mutual obligations concept,
payments rates began to fall from 1993 onwards and STABEX
accounted for only 18.9% of payments under the 5th, 6th and
7th EDFs. From 1996-2000 STABEX accounted for only 6.8% of
payments under the various EDFs then under implementation
(see Annex 2.8 for details). STABEX payments were particularly
important in the first three years of each financing cycle,
accounting in some years for between 29 and 42% of payments.
Often this takes the guise of Poverty Reduction Strategies.

In so far as it has been completed to date.

The distribution between countries, however, has of course
changed.
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