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1. FUNDAMENTAL PRINCIPLES OF THE NEW APPROACH TO PROGRAMMING
The following principles shall motivate and inform al aspects of programming:

*  Poverty focus. Community development policy shall be centred on the objective to
reduce and, eventually, to eradicate poverty' while taking into consideration other
specific objectives determined in Article 177 of the Treaty as well as the regulations
and international agreements for each geographical region.

* Policy mix. Strategy and programming documents must be comprehensive and
account for all EC policies, resources and instruments (the EC ’policy mix’), that are
at play in a partner countngq trade policy, fisheries policy and Common Foreign
and Security Policy).

o Country ownership. The points of departure for the preparation of strategies and
programming are the EU/EC’s co-operation objectives and the country’s own policy
agenda. For countries that are involved in the World Bank initiative on the
establishment of Poverty Reduction Strategies, it is assumed that the point of
departure will be the PRSP process.

* Work sharing and complementarity. Every effort must be made to maximise
information-sharing and ensure complementarity with the efforts of the Government
(and civil society partners), Member States’ interventions, and activities of multilateral
agencies.

o Comprehensive country analysis. The approach to programming must be integrated
and consider the political, economic, trade, social, cultural and environmental aspects
of development.

* Concentration of effort on a limited number of areas is fundamentally important. Six
priority areas for EC Development Co-operation are identified in the Overall Policy
Statement: trade and development; regional integration, macro-economic policies
including support to the social sectors, transport, food security/rural development and
institutional capacity-building.

* Cross-cutting topics. At every stage of execution of the activities previously revigwed
a number of cross-cutting concerns have to be mainstreamed: the promotion of human
rights, equality between men and women, children's rights and the environmental
dimension. Also conflict prevention and crisis management require systematic
attention.

» Other key aspects of EC development policy. In addition to the areas of concentration
and cross-cutting concerns, the Statement recalls the importance of (i) accelerated
action targeting the communicable disease situation, (ii) information and
communications technologies and (iii) supportingesearch in developing countries.

Overall Statement by the Commission and the Council on the European Community’s Development policy,
adopted by the Development Council on 10 November 2000.



Wherever possible, the focus on individual projects should gradually be replaced by a
sector programme Or policy based approach; providing support to coherent national
policiesin each sector or area of co-operation.

Feedback. Lessons of past experience and results of relevant evaluations shall
systematically be taken into account and be fed back into the programming process.

Focus on outcomes. The programming, implementation and review process shall
include systematic use of afew key outcome indicators, designed to show and measure
the impact of the Community resources committed.

Open partnership. The co-operation partnership shall be extended to civil society,
private sector and local authorities, which in many cases should be associated with the
policy dialogue and the implementation of projects.

Last but not least, it must be kept in mind that the overarching goa of the reform of
the programming process is to improve the effectiveness and efficiency of EC
assistance and make sure that all programming documents answer to a certain
quality standard. The CSP Framework and these Guidelines are only means toward
that end and not ends in themselves. Beyond minimum quality requirements, the cost
of producing the CSPs (human resources and time) should however be balanced
against the strive for perfection.



2. STRUCTURE AND KEY CONTENT OF THE COUNTRY STRATEGY PAPER

The Common Framework, which is annexed to these guidelines, contains a rather
detailed instruction on the expected content of EC Country Strategy Papers. Each CSP
shall provide an overview of the EU/EC strategy, government priorities, the country
situation, and major partner activities. This assessment should lead to a coherent
framework for donor and partner country co-ordination and enable the elaboration of a
transparent Community response strategy and indicative programme. Programming
documents shall contain a series of key elements and keep to the following structure:

1. A description of EU/EC co-operation objectives
2. Anoutline of the policy agenda of the beneficiary country.

3. An analysis of the political situation, trade policy and trade relations, the economic
and socia situation, including the sustainability of current policies and medium term
challenges.

4. An overview of past and ongoing EC co-operation (lessons and experience) and
information on programmes of EU Member States and other donors.

5. The EC response strategy, identifying a strictly limited number of intervention
sectors that is complementary to interventions by other donors.

6. A National Indicative Programme, 10 identify and define the appropriate measures
and actions for attaining the objectives set down. The Nationa Indicative Programme
should be fully derived from and consistent with the strategic anaysis. Both
programming and implementation shall thus be managed on the basis of a logically
coherent documentation.

Each of these points is further developed in the Common Framework. The order of the
elements should not be altered and in total, the document should be 15 to 25 pages,
excluding annexes.



3. DEVELOPING A CSP
There are three main phases in the development of a CSP:

Indicative No
of working
days needed

Analysis and assessment of the national development
strategy (where appropriate linked to a PRSP)

Phase I: No standard
Drafting the The Delegation and the geographical desk prepare a draft time period*
fi . text after extensive consultations with government, civil

irst version society, Member States and other donors
of the
CSPINIP ¢
Draft CSP/NIP discussed with geographic and sectoral / 15
thematic and Relex directorates
| Assessment in the iIQSG 10
| Approval by RELEX Directors General ** 10
Phase Il: ¢
Quality
control Finalisation in the field between Commission, Government
and MS*** 10
v
Discussion in Member States Committee, and favourable | > If unfavourable .
opinion on the draft opinion 45
Phase lll: Formal approval by RELEX Directors General and the group 15
Formal of RELEX Commissioners **
approval
Total:
* Depends on previous EC co-operation and exogenous factors such as state of lgi’ \?v?ésksr

preparation of the PRSP, existing consultation mechanisms etc.
** By written procedure with a 'droit d'évocation’
*** The approach adopted at this stage may vary from region to region.

**** Including time for translation

Before starting the programming exercise, a realistic timetable for CSP/NIP preparation

shall be established. This timetable should spell out the expected time needed for each

step in the programming exercise. It is important to respect the programming timetable,

as ‘delivery on time’ is one of the overall objectives of the Relex reform. The average and
specific delivery times, measured against the established deadline for submitting
documents to the IQSG, will be monitored and reported to the Relex Group of
Commissioners.

2 For ACP countries, the timetable is drawn up by Delegations in co-operation with the geographical
desk and the programming unit (DEV A/1). For Relex countries, the timetable is set out in a note from
the Director of the geographical service to the Unit(s) and Delegation(s). Supporting documents will be
attached to this note.



3.1. Phase I: Drafting the first version of the Country Support Strategy

The first version of the CSP is as a general rule prepared by the Delegation working in

close collaboration with the geographical Desk Officer. Wherever this is not possible,

the Desk Officer is expected to take the lead. This approach is fully in line with the
ongoing process of deconcentration of responsibilities to the field. The Desk Officer will

be the Delegations’s main contact point in HQ and will co-ordinate the support from
thematic/sectoral services throughout the process.

Strategy and programming documents take as their starting points:

1. EU / EC co-operation objectives. The CSP Framework requires that the broad EU/EC
co-operation objectives be explicitly stated, as determined by the EC Treaty (Title XX),
EC Regulations and international agreements based on geographical regions (ACP, ALA,
MED) and the recent Statement on the EC's Development Policy.

2. The partner country’s own development agenda. The preparation of a CSP requires a
clear appreciation and understanding of dbentry’s own development strategy as laid

down in key policy documents. If the development plan is summed upPevety
Reduction Strategy Paper (PRSP), this document ishe point of departure. If there is no
PRSP, an annual budget and a medium term revenue and expenditure framework may be
a suitable source.

In the rare caseshere no functioning government exists, or where the government is

not internationally recognised, the responsible delegation or HQ service should proceed
directly to the stage of country analysis and response strategy; while making an effort to
stick to the CSP Framework as far as possible.

3.1.1.  Making a Country analysis

The next step is to formulate: EC opinion on the partner government’s development
strategy. Detailed instructions, that should be followed as closely as possible, are set out
in section 1.3 of the CSP Framework. This istamlytical and not a descriptive exercise.

All major domestic policy developments and issues and relevant features of the external
environment should be covered, including the political situation, trade aspects, the
economic and social situation, the sustainability of current policies and medium term
challenges.

The analysis should exposéie country’s needs, potential for development and
Constraints thwarting the development process. It should exposepecific obstacles to
development, which may be inherent in the political and economic power structure of the
partner country.

The analysis should bé&ialogue-driven and dialogue with the partner governnieand
non-state actors should be initiated as early as possible. It is also important to co-operate
closely with other donors. Such donor co-ordination should primarily take place locally

3 For the ACP countries, there is a legal obligation to elaborate the CSP jointly with the partner

government. For the countries under the responsibility of DG RELEX, the CSP shall be prepared in
consultation with the partner government, but its final agreement to the CSP is not obligatory. Once
formally approved, the CSP isin al cases shared with the partner country.



with the partner country itself acting as a driving force, though the views of Member
States that are not represented in the partner country also should be duly taken into
account.

In order to avoid duplication of consultation mechanisms, conclusions that have already
been reached through existing consultation structures should be used to the extent
possible (Government/donors including the Commission and Government/non-state
actors). Such consultations are for example obligatory for the establishment of a PRSP.

Notwithstanding the call for dialogue driven analysis, it should be stressed that the
analysis is supposed to be realistic. It is not negotiated with the authorities. If the
analysis leads to the conclusion that certain aspects of the national agenda are unrealistic,
or not consistent with EC policy objectives, this should be clearly stated.

The analysis stage is a labour-intensive process and its success will depend on good
initial planning, maximised exchange of information, of expertise and labour input, and
rapid and relevant on the spot feedback. Work sharing with Member States and
multilateral agencies a an early stage in the political, social and economic analytical
process is essential. In fact, where suitable information and analytical material already
exists, this material should be used to the maximum extent possible* The potential
benefits of such work sharing go much further than avoiding duplication of effort: a joint
analytical process will lead to a shared understanding of the development potential of the
partner country. Donors can subsequently link their assistance to the overall vision of the
development process in a complementary manner.

3.1.2. Summary of past EU co-operation, other EC policies and
programmes of other donors

The CSP should summarise briefly the results and ‘lessons learned’ of past or ongoing
EC co-operation with a country. Recommendations of Country Strategy Evaluations, if
available, aswell as major sectoral and project evaluations, shall be taken into account.

This section shall aso include a coherence paragraph, in which the ‘EC policy mixin
the partner country is examined. The assessment shouldlicdagres between external
assistance anather Community policies, resources and instruments in such fields as
trade, fishery, agriculture, commerce, conflict prevention, food securdgflict
prevention andCommon Foreign and Security Policy.

Programmes of EU Member States and other donors should be outlined, indicating

their relevance to the EC Strategy. The section should also discuss what type of
instruments the donors are using in their co-operation and whether there is a sectoral or
regional focus to their efforts. Aonor matrix, which follows the CDF/PRSP matrix if

there is one, should be annexed to the CSP.

4 e.g. a World Bank country analysis, a World Bank / IMF Joint Staff Assessment of a country’s PRSP,

UNDP country co-operation framework, WTO Trade Policy Review, country report to the UN
Commission for Sustainable Development, environmental profiles



3.1.3.  Response strategy

The next step in the process is to formulate the EC response strategy. The response
strategy shall set out the strategic choices for EC co-operation and specify in which
areas/sectors EC assistance shall be concentrated. The choice of focal sectors shall flow
logically from

— EC/EUpolicy objectives

— Theanalysis of the country situation and the country’s development strategy, which
determine theelevance and the prospect olistainability of the support strategy;

— Conclusions reached in the context of {heicy mix’/coherence analysis exercise;
— Theindicative volume ofunds available;

— Lessons learned from past EC experience and useful parts of thaurrent portfolio
of Community activities.

— Complementarity with interventions by other major donors and the Government’s
own programmesCommunity assistance should be focused in areas where it has
comparative advantage due to the “critical mass” of our (focused) intervention
and-or areas where the Community has particidempetence (e.g. trade and
development, regional co-operation good governance, Human Rights).

To demonstrate that the Commission is moving towards a greater concentration of aid, it
is imperative to maken explicit comparison between future areas of concentration and
the range of activities financed by the EC in the past.

3.1.4.  The National Indicative Programme

Once the response strategy is defined, it must be transgiated National Indicative
Programme (NIP). This may be an integral part of the overall CSP document. The NIP is

a management tool covering a period of several years (from 3-5 years depending on the
applicable Regulation/Agreement).

The NIP shall specify
e Priorities within and across sectors,

» Financial envelopes including, where appropriate, the indicative timing and size of
each instalment of Community contributions.

» Specific objectives and expected results for each area of co-operation including key
domains for conditionalities angkain performance and a limited number of key
outcome indicators. These indicators must relate to developments that are measurable
in the short/medium term. If there is a PRSP process under way, the indicators must
correspond to those developed in that framework.

*  How cross-cutting themes are taken into consideration.



* Programmes t0 be implemented in pursuit of these objectives and intended
beneficiaries and the type of assistance to be provided (e.g. macro-economic support,
technical assistance, training, investment, supply of equipment, etc). Furthermore,
project ideas may be formulated and genera criteria for their realisation defined
(such as geographical area, most suitable partners, suitable duration of projects)’.
Such implementation specifications shall be given priority by the Office subject to
feasibility studies undertaken in the appraisal stage confirming their viability.

The principle of consistentover-programming” should apply (i.e. always aiming to
have at least 15% more projects/programmes in the pipeline than funds available). This
will allow for keeping up the disbursement rhythm if any individual activity goes off-
track.

For clarity and overview, the NIP should also indicate resources that will be made
available fromother EC instruments (e.g. funds from horizontal budget lines and grant
resources managed by the EIB such as the EDF Investment Facility).

3.1.5.  Co-ordination with concerned thematic, sectoral and implementing
Directorates and services in the Commission

Throughout the analytical and strategy formulation process, the desk officer should
ideally consult and co-ordinate the support dt@untry team’. A ‘country team’ is a
network consisting of the whole range of Commission services that are concerned by and
should contribute to the formulation and implementation of the CSP. The ‘country team’
could include thematic specialists and specialists in the focal sectors, the responsible unit
in the Office, the unit with responsibility for horizontal programming co-ordination and
specialists in other concerned policy fields (e.g. DG Trade).

After the first draft of the CSP has been elaborated on field level, the Desk Officer should
call a meeting of the Country Team to discuss the CSP.

User-friendlyprogramming tools will also be available on the iQSG website (e.g. sector-
specific guidelines and guidelines on cross-cutting issues and useful examples of
successful or commendable programming).

For ACP countries, thereisalegal obligation to give the NIP an operational content (Annex 1V to the
Cotonou Agreement). To the extent possible, concrete operations for which preparations are at a
sufficiently advanced stage to warrant funding in the short and/or medium term shall therefore be
included in the NIP. As the Cotonou Agreement prescribes rolling programming, NIPs for ACP
countries should aso include a projection of tentative, but nevertheless identifiable, proposals for
follow-up in the subsequent years. The operational content of the NIP falls under the responsibility of
AIDCO.

10



3.2. Phase II: Quality Control

Once a coherent working draft of the strategy is ready, both ACP and Relex CSP’s will
be subject to a processgiality control.

First, the iQSG will screen the draft CSP, monitor its consistency with the CSP
Framework and ensure the quality of the programming process across the board. All
programming documents should be submitted (by e-mail) to the iIQSG Secretariat in
accordance with the established timetable. The Chairman of the IQSG will make a
continuous selection of documents toddeussed in the iIQSG. If the CSP is selected for
discussion, the geographical service responsible for the document will be asked to be
present in the meeting. Programming documents that are not selected for discussion will
nevertheless beead by the iIQSG and commented on in writihg.both cases, the iIQSG

will issue its conclusions and recommendations within 10 working days of receiving the
document.

Taking into account any comments made by the IQSG, the CSP is assefdetiik
Directors General (as a rule by written procedure).

The approved draft may then be transmittedtk to the Delegation for further
consultation with the partner government to discuss the modifications to the CSP that
have been proposed in the consultations in"HQ.

The formal proposal for the CSP is subsequently put before the reMvattier States
Committee wWhere the appropriate legal procedures in force are followed. DG
RELEX/DEV presents the programming documents and chairs the discussion. If under
existing procedures the CSP is not approved, it has to be referred back to the responsible
geographical service.

It should be stressed that there isodbigation to modify the text at each of these steps.

The need for revised versions will depend on the quality of the first version and the
importance of the comments made. In many cases, subsequent versions are likely to differ
very little from each other.

3.3. Phase III: Formal approval of the CSP

When Member States Committee has given its opinion on the CSP, and any appropriate
modifications have been made, programming documents are submittedGeoup of
RELEX Commissioners (through RELEX Directors General) for final approval (as a rule

by written procedure).

6 Because of the legal obligation to elaborate the CSPs for ACP Countries jointly with the partner

government, this consultation is obligatory in ACP countries. It is not obligatory for countries falling under
the responsibility of DG Relex.

" The CARDS Regulation requires that the CSPs for the countries of the western Balkans are adopted
by the Commission. For ACP_countries, the adoption process will be completed when the
Commissioner responsible (or hig’her representative) and the partner government have signed the CSP.
The Indicative Programme then becomes binding on both parties.

11



Once approved, the CSP/NIP is sent formally from DG RELEX/DEV to the Office and
constitutes the formalOrder For Service” (OFS), covering the entire programming
period.

12



4. |IMPLEMENTATION OF THE NATIONAL INDICATIVE PROGRAMME

The NIP will be the main reference point for implementation, It should therefore be used
as a management tool and be made subject to regular dialogue between the Delegation
and the partner country.

Such dialogue will be akey input to
» Thewider Government/donor co-ordination process.

» HQ progress monitoring, including feed back to geographical, sectoral and horizontal
desks.

 Periodic operational and strategic reviews.

5. THEREVIEW PROCESS
5.1. Reviews of the National Indicative Programme

The NIP shall be periodically reviewed in accordance with the applicable
Regulation/Agreement. This should be a stock-taking exercise with the aim to critically
examine recent operations, to agree any necessary changes of timing or priorities and to
chart the course for coming activities within the focal sectors.

This review should be seen as the culmination of the regular dialogue with the partner
country described in section 4 above. The ongoing monitoring system should in fact
contain within itself most of the information required for the review. If the preparation of
the review involves a heavy additional burden on the Delegation or government, thisis a
warning sign that the regular review and monitoring system needs to be upgraded.

Reviews of the NIP need to be agreed with the Office, if they lead to a change of
priorities, entail the deletion or the modification of certain individua activities or the
inclusion of new project ideas. The iQSG will not screen or comment on results of
operational reviews.

5.2. Reviews of the co-operation strategy

The Commission and where appropriate the partner country shall also assess the
continued relevance and effectiveness of the CSP a a regular interval in accordance
with the applicable Regulation/Agreement. Such reviews may lead to an update or
modification of the CSP if necessary.

13



Annex
COMMISSION STAFF WORKING PAPER

COMMUNITY CO-OPERATION: FRAMEWORK FOR COUNTRY STRATEGY
PAPERS

Preamble

Country Strategy Papers (CSPs) are an instrument for guiding, managing and reviewing
EC assistance programmes. The purpose of CSPs is to provide a framework for EU
assistance programmes based on EU/EC objectives, the Partner Country government
policy agenda, an analysis of the partner country’s situation, and the activities of other
major partners.

The CSP should point to where Community assistance should be directed and how it
integrates with what other donors are doing. CSPs will thus contribute to the better
planning of co-operation activities, improved donor co-ordination/complementarity, and
to the overall coherence of external assistance policy with other EU policies.

This paper was prepared as a follow-up to the Council resolution on Complementarity
between Community and Member States Development Co-operation, May 21, 1999
(document no. 118/99/DEV GEN). It is divided into three parts:

. Thefirst part (section A) summarises the policy background to the use and function
of Community CSPs.

. The second part (section B) outlines the common elements to be included in future
Community CSPs.

. The final part (section C) summarises the main procedura steps involved in the
formulation of future Community CSPs with particular attention to improving
complementarity at donor level.

Two points should be made at the outset.

. CSPs provide an appropriate mechanism for enhancing the complementarity of the
external assistance of the Commission and the Member States, in accordance with
the Council "Complementarity Resolution” of May 1999. Furthermore, as the
preparation of CSPs involves co-ordination with other external partners, even better
complementarity can be achieved at the globa level. They should therefore link
with the World Bank Comprehensive Development Framework (CDF) initiative
and with the World Bank/IMF sponsored Poverty Reduction Strategy where

appropriate.

Better complementarity will result because the CSP process should both encourage and
reflect a sensible division of labour with partners, in line with EU/EC and partner country
priorities, as well as the institutional capacity ("ad hoc comparative advantage") and
particular interests of donors.



. Under section B, the paper sets out the main elements which should be included in
all CSPs. The structure of this section is flexible since the nature of the relationship
with the EU will vary from country to country and region to region.

A. POLICY BACKGROUND FOR CSP FRAMEWORK

A.1. PARTNERSHIP STRATEGIES WITH DEVELOPING COUNTRIES

Article 177 of the EU Treaty sets out the three (3) broad objectives for Community
devel opment co-operation. These are:

. the fostering of sustainable economic and social development,

. the smooth and gradual integration of the developing countries into the world
economy and,

. the campaign against poverty .

Furthermore, Community policy should also contribute to the general objective of
developing and consolidating democracy and the rule of law, and encouraging the respect
of human rights and fundamental freedoms.

Beyond these overarching Treaty objectives, regulations and international agreements
based on geographical regions (ACP, ALA, MED) determine the specific EU/EC co-
operation objectives. Clearly, different weights are given to different elements in each
geographical programme depending on the specific political and economic relationships
the EU has with the different countries and regions concerned. Nonetheless, strategy
documents of the CSP type are an important tool in al these programmes :

. Relations between the countries of Africa, the Caribbean and the Pacific (ACP) and
the EC are set out in the comprehensive trade and development framework of the
Lomé convention. The proposed post-Lomé agreement provides specifically for the
development of Country Support Strategies by the EC and each ACP State on the
basis of the country's own medium term development strategy.

. In Asia and Latin America (ALA) countries, the emphasis is on strengthening the
co-operation framework and on making an effective contribution, through
institutional dialogue, economic and financial co-operation, to sustainable
development, security, stability and democracy. The ALA regulation (443/92)
stipulates that indicative multi-annual guidelines should apply to the main partner
countries and accordingly the EC introduced CSPs for the ALA recipient countries
after 1992.

e  With the Mediterranean (MED) countries, emphasis is on the establishment of a
zone of peace, stability and prosperity, on supporting reform and transition with the
aim of creating an EU-MED free trade zone, and on contributing to the Middle East
Peace process. The MEDA regulation (1488/96) stipulates the preparation of
“Indicative programmes for three year periods." The Commission services use
CSPs to form the basis for the preparation of these indicative programmes .

A. 2. ASSESSMENTS OF COMMUNITY CSPs




In_past OECD-DAC reviews, the importance of CSPs as a tool for improving co-
ordination, coherence and aid management has been emphasised. According to the most
recent DAC Review of European Community Aid of 1998, progress has been made in
developing country strategies and there is a move to link these strategies to the review of
aid programmes. Further improvement in country strategies is nonetheless considered to
be necessary as part of a more coherent use of the various EU instruments.

A number of recent Evaluation reports referring to European Community Aid also
commented on CSPs.

A global evaluation of EC aid to ACP countries emphasised that donors' interventions
needed to be more closely co-ordinated, and suggested that the CSP provided a possible
tool to enable donors to act together. While each donor should act in areas where it has a
comparative advantage or particular interest, all should try to ensure that their roles are
complementary.

The ALA Evauation recommended that a methodology, with guidelines, should be
developed to improve the quality of CSPs. It concluded that the EC "will have to
continue improving its dialogue with Governments about priority projects and
programmes through joint preparation of the CSPs, which should conform to the
country’s development priorities'.

The MED Evaluation emphasised the lead responsibility of partner countries for co-
ordination activities vis-a-vis donors and indicated that the Commission might be well
placed to assist the partner in the analysis of donor's comparative advantages.

The May 1999 Development Council conclusions concerning these Evaluations indicates
support for most of the recommendations, and more specifically emphasised the

importance of "close co-operation and collaboration of the Member States and the

Commission based on the guidelines for strengthening operational co-ordination.” The

Council also emphasised that CSPs "are important tools for defining strategies and results
to be achieved at the country level".

A. 3. INITIATIVES ON CO-ORDINATION AND COMPLEMENTARITY

Referring toco-ordination in EU development co-operation, Article 180 of the EU
Treaty provides that:

"1l. The Community and the Member States shall co-ordinate their policies on

development co-operation and shall consult each other on their aid programmes... They
may undertake joint action. Member States shall contribute if necessary to the
implementation of Community aid programmes.

2. The Commission may take any useful initiative to promote the co-ordination referred
to in paragraph 1."

The EU sought to operationalise this principle through specific guidelines adopted in
March 1998, highlighting that these efforts must be linked to other mechanisms at the
country level in order to ensure a coherent EU input in wider donor co-ordination. CSPs
are increasingly seen as one of the most important ways of establishing these links.



The process of co-ordination at the EU level was carried forward further by the
Development Council Resolution concerning "Complementarity' of May 1999.

In this Resolution the Council emphasised the increased importance of the CSP process
for improving the overall effectiveness, impact and relevance of Community assistance,
and for ensuring better complementarity between Member States and Community
assistance in a pragmatic way.

The Council requested the Commission to develop a proposal for a standard framework,
encompassing structure and procedure, for the Community’s CSPs in early 2000. As part
of the process, the Member States were asked to bring in their experience in the
preparation of CSPs. The intention was that once the standard framework had been
discussed and agreed, it would be used as a basis for the structure of Community CSPs
and would inform those of Member States.

In the multilateral context, the World Bank launched a new initiative in January 1999,
the Comprehensive Development Framework (CDF), which seeks to provide a structured
framework for donor co-ordination. In terms of this proposal, the beneficiary country isin
the "driving seat", both "owning" and directing the development agenda. The
Development Partners each define their support within a matrix, which links the known
development actors on the one hand, and clearly defined objectives for sustainable
growth and poverty alleviation on the other hand. The CDF ams to give al actors
involved in a country’s development, under the overall leadership of the Government, the
information that provides a basis for each to contribute according to its comparative
advantage or particular interest. The CDF is currently in a test phase in a dozen
developing countries.

More recently and in the case of poorer countries, the IMF and the World Bank
introduced the concept of Poverty Reduction Strategy Papers (PRSP) based on the same
principles as the CDF. The aim is that these strategies must be genuinely country-owned
and must reflect the outcome of an open participatory process involving governments,
civil society, and relevant international institutions and donors. For this process to be
successful it needs the active involvement of all donors and multilateral institutions. They
have to participate in the dialogue on the PRSP, indicating their preferences, and then
making medium term commitments in support of the strategy of the country agreed in the
PRSP .



B. COMMON ELEMENTS FOR CSPs

The structure of an individual CSP needs to be adapted to the specific context of the
country concerned and will therefore vary, but should include the following elements:

1 A description of the EU/EC co-operation objectives.
2  Thepolicy agenda of the beneficiary country.

3  Ananalysis of the political situation, the economic and social situation, including
the sustainability of current policies and medium term challenges.

4  An overview of past and ongoing EC co-operation (lessons and experience).
Information on programmes of EU Member States and other donors.

5  The EC response strategy, coherence with EU policies, complementarity within the
EU and with other donors.

6  The above elements lead into either a Work Programme or a National Indicative
Programme.

The indicative length of the future EC CSPs should be 15 to 25 pages, excluding annexes
and according to the importance of the co-operation programme.

Thus, an EC CSP should provide in one document an assessment of the EU/EC strategy,
government priorities, the country situation, and major partner activities. This assessment
should lead to a coherent framework for donor and partner country co-ordination and
enable the elaboration of a transparent Community work programme or indicative
programme.

Against the background of this proposed structure and elements, and taking into account
major donors experience, the following broad principles may be identified for
elaborating the contents of Community CSPs.

Point 1.

“A description of the EU/EC co-operation objectives.”

Beyond the overarching EU Treaty objectives, regulations and international agreements
based on geographical regions (ACP, ALA, MED) as well as relevant overall policy
statements, determine specific EU/EC co-operation objectives, which should be set out in
the CSP.

Point 2.

“The policy agenda of the beneficiary country.”

This section should provide a concise statement of the aims and objectives of the
government, firstly as set down in official policy documents illustrating the range of
policies implemented, and secondly in any medium or long-term national plan, reform
strategy or development programme. This statement should be supplemented by an
indication on how the Government proposes to achieve these objectives.



In the case of poorer countries, IDA-eligible countries for example, and particularly those
benefiting from the HIPC initiative, the country policy agenda may be linked with or
subsumed in a poverty reduction strategy paper (PRSP) of the type currently under
development by the Bretton Woods Institutions.

Where this basis exists, the objective would be for the EC and other donors to think less
in terms of each having its own strategy and more in terms of jointly working within a
relevant national policy framework to the maximum extent possible.

Point 3.

“An analysis of the political situation, the economic and social situation, including
the sustainability of current policies and medium term challenges.”

All major domestic policy developments and issues and relevant features of the external
environment should be included in the country analysis.

Political situation

A CSP should consider the political and security situation in a broad context, including
the regional dimension, the human rights situation, and relevant cultura and social
factors with direct impact on the political process. For example, it could include
information on:

— Democratic participation (universal suffrage, free elections, multiparty structure,
equality of access to political activity, participative decision making etc.)

— Human rights (adherence to and implementation of commitments under international
human rights Treaties and Agreements, protection of civil liberties including freedom
of speech and of assembly, effective operation of human rights monitoring etc.)

— Rule of law (independent and effective judiciary, transparent legal framework,
equality of all citizens before the law, police and public administration subject to the
law, enforcement of contractual obligations etc.)

In addition, the regional and international context (for example unresolved border
disputes) and relevant cultural and social factors with a direct impact on the political
process (e.g. racial tensions) should be taken into account.

In particular cases, where the country has not reached a situation of “structural stability”,
or shows signs of becoming unstable, more emphasis should be given to the analysis of
security and stability measures including conflict prevention and management, post-
conflict strategies (demobilisation, reconstruction etc) and the introduction of the rule of
law and democracy (including the wider participation of civil society and a more
equitable distribution of power).



Economic and social situation

The CSP should include an analysis of macro-economic performance, covering both the
public and the private sectors, an analysis of structural change and of important sectoral
changes. It should also include an analysis of social developments.

Economic situation, structure and performance

This part should start with a description of the economy in a manner, which permits
comparisons with other countries. The analysis of the structure and performance of the
economy will provide the necessary underpinning for the planning of EC co-operation.
Particular attention should be given to analysing the respective roles of the public and
private sectors.

The analysis should aso highlight the potential sources of macro-economic and social
instability, so that the EC planning process has the required flexibility to deal with such
instability if and when it occurs.

Social developments

Understanding the impact of social factors on the sustainability of development and how
they influence growth and development is important for determining how Community
external assistance can help. For example the question whether the benefits generated by
growth and devel opment are being distributed satisfactorily should be addressed.

As appropriate, the CSP may also cover issues such as education, health services for
adults and children, as well as services for family health care and family planning, social
safety nets and social programme support for disadvantaged and vulnerable layers of the
population, employment opportunities and the terms of employment, as well as housing
issues.

Assessing the process of reform

In many cases the partner country’s policy agenda will include a programme of economic
reforms, and in particular economic stabilisation and structural adjustment, the purpose
of which is to secure the foundations for sound development. As a rule the aims of such
programmes are to balance the economy, remove distortions and introduce appropriate
incentives, and provide space for the private sector to develop, whilst allowing and
ensuring an efficient and effective public sector. A key aspect of such programmes is the
need to ensure that markets are open and that the economy is able to profit from, and
manage successfully, external competitive forces (including those generated by regional
integration initiatives).

The purpose of this section would be to assess this reform process and the progress being
made.

Specific reference should be made to requirements concerning economic transition and
convergence, for example those necessary to achieve trade integration objectives. The
assessment of reform should take such undertakings or obligations into account.



Structure of public sector finances and main sectoral policies

In the light of the assessment of the reform process, the aim of this section is to examine
the public sector finances, highlight any imbalances, indicating whether and if so how
these are being addressed, and link this examination to the macro-economic and sectoral
policies being pursued.

The analysis should address the overall consistency of the policy stance and point out
inconsistencies. Understanding the impact of main sectora reforms and their
sustainability (including the question of institutional capacity), and how they are likely to
influence growth and development, is important for determining how Community
external assistance can best position itself.

External Environment including regional co-operation agreements

All CSPs should include a discussion of the country’s external environment. Among the
most important issues to be addressed are external trade arrangements including customs
provisions, shifts in the terms of trade, external debt burdens and degree of diversification
of export earnings.

The country’s trade policy should be analysed, particularly the country’s degree of
openness and its coherence with the country’s development objectives and multilateral
commitments. This analysis could use, where available, the results of Trade Policy
Reviews in the WTO framework.

In addition, there should be an analysis of regional integration initiatives in which the
country is participating and their impact on the country’s economy.

Sustainability of current policies

Under this section, and depending on the objectives of the assistance, issues such as the
incidence of poverty and poverty alleviation, income distribution and equity, the roles of
men and women and gender equity, access to education and health services, and the
protection and maintenance of the natural environment may be included. Issues such as
effective and accountable administration should also be included.

As appropriate, the nature and incidence of poverty and the government’s programmes to
address it should be analysed and the aim should be to identify how the EC can contribute
to reducing poverty. Wherever possible, CSPs should include a review of the country’s
progress towards the elimination of poverty in relation to the IDTs (International
Development Targets). This analysis should include the relevance and reasons for poverty
as well as its influence on growth, trade, democracy and human rights.

Good governance issues are of increasing importance in planning co-operation with
developing countries since mal-administration, corruption or a simple lack of sufficient

institutional capacity can be significant obstacles to development. This might require
measures being proposed regarding institution building to improve administrative

capacity, effective and accountable administration, and promotion of the rule of law. In
specific cases this may require a special emphasis on anti-corruption measures.

In terms of sustainability of current policies, migration could be given special attention.



The section on the environment should analyse key issues, trends and pressure and the
Government responses, the status of regulatory reforms and the institutions involved.

Where the country analysis indicates a major disparity of treatment between men and
women, the CSP should demonstrate how further progress can be made towards gender
equality and the empowerment of women.

Medium term challenges

Building on the understanding of the country policy agenda, of EU co-operation
objectives, and the various elements of the country analysis outlined above, this section
should present a critical synthetic view of the medium-term outlook for the country,
highlighting the major strengths and weaknesses.

This summing-up should facilitate the clear identification of the most promising areas for

future partner country-EC co-operation: i.e., those areas where the nationa priorities
coincide in a realistic and viable way with EU/EC objectives and the EC’s ad hoc
comparative advantages vis-a-vis other donors.

Point 4.

“An overview of past and ongoing EC co-operation (lessons and experience).
Information on programmes of EU Member States and other donors.”

Past or ongoing EC co-operation Results analysis, lessons and experience

A CSP should summarise briefly the results of past EC co-operation with a country as
well as the «lessons learnt» to ensure that the latest knowledge and best practice are
incorporated. Account should be taken of the overall recommendations of Country
Strategy Evaluations, if available, as well as major sectoral and project evaluations

Programmes of EU Member States andother donors

This section should identify as accurately and comprehensively as possible details of
Member States programmes, indicating their relevance to the EC Strategy.

CSPs should also make explicit reference to programmes of major non-EU donors. In
particular they should identify to what extent multilateral donor co-ordination initiatives
are in place or proposed.

The section should also discuss what type of instruments the donors are using in their co-
operation and whether there is a sectoral or regional focus to their efforts.



Point 5.

“The EC response strategy, coherence with EU policies, complementarity within the
EU and with other donors.”

Principles and objectives for co-operation

The relevant EU Treaty objectives and those of specific Council declarations and
regulations or the ACP Agreement should be recalled, as should any specific objectives
for the country concerned laid down by the EU Institutions.

Priorities for co-operation

This section should set out the strategic choices for EC co-operation, on the basis of the
EU’s and the country’s priorities, making possible the setting of priorities within and
across sectors and by instrument according to an assessment of:

— the relative magnitude of the financial and administrative resources to be made
available and their likely impact (for example, in terms of improved country
economic performance and poverty reduction);

— sustainability, given the political, economic, social and institutional situation;

— the EC’s ad hoc “comparative advantage” vis-a-vis others based on lessons learnt
from the past.

The underlying aim should be to concentrate on a relatively limited number of priorities
and move wherever possible from a project to a policy based programme linked to
structural/sectoral support.

Coherence

The principle of coherence or consistency with other EU policies requires attention. The
linkages between external assistance and other Community policies in such fields as
fishery, agriculture, commerce, conflict prevention, food security and migration should,
as appropriate, be examined and dealt within this section. Account needs to be taken of
any future negotiations on regional economic partnership agreements and the need for
trade aspects to be dealt with in an appropriate way in this context.

Complementarity within EU

The aim is to ensure that the proposed EC strategy is complementary to the strategies of
Member States active in the country concerned and vice versa. To achieve this, it should
relate the assistance from both Member States and the Commission to the partner
country’s own development strategy, and to EU co-operation objectives.

Complementarity should begin with the process of ascertaining that there is no over lap
between donors in a specific sector. Moving on from there, a more advanced form of
complementarity will be for individual donors to take the “lead” in co-ordinating donor
involvement in a specific operation, based on comparative advantages determined on a
case by case and country by country basis.This process could also be extended to include
discussion of different types of collaborative financing between the EC and Member

States where either the EC or the Member State concerned has an ad hoc comparative
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advantage and a shared interest in pooling resources. The move towards sector support
programmes should facilitate this approach.

Complementarity with other donors

The aim is to ensure that the proposed EC strategy fits in with and does not duplicate the
strategies of interested donors or multilateral agencies and vice versa.

The above objectives of sectoral complementarity should also be extended where
possible in a similar manner to other donor initiatives. The wider CDF/PRSP initiative
could provide the role model in this context particularly for countries where the system is
being tested in practice.

Point 6.

The above elements lead into either a Work Programme or a National Indicative
Programme

The Work programme or National Indicative Programme (NIP) is essentidly a
management tool covering a period of severa years (from 3-5 years) to identify and
define, in a transparent manner, the selected areas/sectors of co-operation for financing,
and appropriate measures and actions for attaining the objectives set down. Where
appropriate, the work programme should also provide indicative resource allocations®.

Structured framework for EU donor co-ordination (matrix to be annexed)

For information and for maximum transparency, a matrix should be included in the annex
tabulating the known interventions of other donors, including MS and multilateral
donors. This may not be complete, but would at least reflect in a transparent way the
results of the local co-ordination outlined above. This matrix will also be a useful
contribution to the CDF/PRSP exercise if that is being developed in the partner country.
In fact, where a CDF or PRSP approach has been tested and is operationally proven, the
CDF/PRSP matrix should be substituted for a specific EU matrix to avoid duplicating the
efforts of other donors, and to encourage a further movement towards complementary
interventions by al major donors.

C. PROCEDURE FOR DEVELOPING A CSP

This section illustrates steps involved in the formulation of a CSP.

C.1. PARTNERSHIP WITH THE BENEFICIARY COUNTRY

A CSP should be drafted on the basis of discussions with the partner country ensuring
sufficient ownership to facilitate successful implementation. In this context, policy
dialogues should be encouraged and should lead, if possible, to mutual understanding and
consensus. Any divergences between the country’s own analysis and perception, and that
of the Commission and associated donors, should be noted. The analysis and assessments
will be discussed with the partner country, but not negotiated.

& The CSPs should not however pre-empt the budgetary authorities decision-making procedures
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It is therefore essential to know and understand the overal thrust of policy in the
beneficiary country, what its aims and objectives are and whether a national policy
statement (national development strategy/PRSP) exists. The process of developing the
national development strategy is important, as strategies which are not "owned" by the
country are generally less effective in the long term than those developed with the full
participation of the country itself. As part of the process, and where this is possible, the
government should involve civil society in elaborating the national development strategy.
Civil society is by its nature somewhat disparate, ranging from Chambers of Commerce
and municipal organisations to churches and human rights NGOs. However, civil society
is probably the most important single factor in development in terms of human
contribution and experience. An effective dialogue between public and private actors will
not only help to generate consensus on priorities, but will also help identify who is best
placed to deliver services.

It has to be recognised that in some cases, a country’s institutions are either not
functioning well or have become dysfunctional. This means that the structured approach
to "country-owned" policy formulation outlined above will simply not provide a realistic
starting point. In such cases the CSP will be based on the Community’s own analysis of
the development needs of the country (in co-ordination with the views of MS and other
donors). In countries affected by emergencies, CSPs should focus on linking relief,
rehabilitation and development (LRRD) to manage the transition from the emergency to
the development phase.

Where an overarching EU/EC- country or region policy agenda exists, the CSP will take
account of this agendain assessing the process of reform and the government priorities.

C.2. CO-ORDINATION/COMPLEMENTARITY WITH MEMBER STATES

Joint consultation between the European Institutions (the Commission and the EIB) and
the Member States concerning country analysis should be strengthened as CSPs are seen
as a mgor tool to ensure the complementarity of the co-operation activities of the
Community and the Member States.

Therefore, the Commission, together with MS, should share their analysis of the political,
social and economic context of the country at an early stage. This is a labour-intensive
process and its success will depend on good initial planning, maximised exchange of
information, of expertise and labour input, and rapid and relevant on the spot feedback.
Active data sharing with multilateral agencies will also be an essential part of the process.

C. 3. BUILDING THE EC RESPONSE STRATEGY

This step in the process will identify the areas where the Community might focus its
assistance, and involves the setting the goals and objectives of the selected areas of co-
operation, taking account of the relative degree of sectoral policy development, and the
ad hoc comparative advantage and interests of the Community, MS and other donors. It
should be considered whether for certain sectors, complementarity can be promoted at
this level through specialist or sector working groups, through the discussion on co-
financing or paralel financing of bilateral projects, and through participation in sector
support programmes.

This process must take account of the need to focus on a limited number of areas of
intervention falling within the specific development assistance priorities laid down by the
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Commission and the Council in relation to the country policy agenda. These will vary
from region to region but will include crosscutting issues such as capacity building,
environmental protection, and gender equality. A particular emphasis should be given to
the state of preparation and implementation of macro-economic, structural, sectoral and
sub-sectoral policies.

Both the sector assessment and identification process will be key issues for discussion
with locally represented or interested MS. MS must provide the Commission with solid,
detailed operationa feed-back on their own intentions and input at this stage, if
complementarity is to be made to work at al effectively.

The definition of the Community’s proposed strategies will lead to:
. A Work Programme or National Indicative Programme (NIP)

e A matrix tabulating the known interventions of other donors, including MS and
multilateral donors.

C.4. QUALITY AND COHERENCE SCREENING PROCESS

The draft CSP will be reviewed in a quality support group within the Commission
responsible for ensuring overall coherence of the CSP approach and, as appropriate, be
presented to the relevant management Committee.

C.5. IMPLEMENTATION MECHANISMS

CSPs will only be a successful tool for programming if accompanied by an appropriate
implementation and review mechanism. This mechanism should ensure continuity in the
programming process while allowing the CSP to reflect on-going developments in needs
and performance in the country concerned. In this context, and in order to make CSPs
operational, the following principles should be given emphasis:

e  Work Programmes or, where they exist, NIPs will be a the core of the
implementation mechanism. They should indicate all activities in a sub-sectoral
context to be carried out during the period covered.

. CSPs and more regularly Work Programmes or, where they exist, NIPs will be
reviewed jointly by the Commission and the National Authorities.

e A key element of this process will be the development of suitable indicators. It is
possible to measure and review progress towards the expected results, and to
monitor and evauate the achievement of strategic goals only with the aid of
reliable, jointly agreed benchmarks and indicators, including the nationa or
sectoral performance targets to be attained by the Government. Where ever possible
existing indicators will be used such as those of the country itself, MS and other
donors.

. The procedures and reporting requirements should not increase the overall
administrative burden on the parties concerned. It will be necessary to determine to
what extent the increased burden on upstream ’‘programming tasks can be
compensated by administrative savings downstream. This includes both the
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beneficiary country and the Commission and Member States in the operation of the
respective Management Committees.

Variations in programming procedures, as between different regions, may arise given the
differing legal and policy basis of the co-operation agreements with third countries.
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