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1. Introduction

Since the 9th EDF expires on 31 December 2007, implementation of the new Country and Regional Strategy Papers (CSPs/RSPs) should commence on 1 January 2008. This means that CSPs and RSPs should be signed in the first semester of 2007 for implementation to start on 1 January 2008. This in turn means that the programming exercise should start early 2006. 

Poverty reduction in the context of sustainable development is the main objective of our cooperation with the ACP partners and more should be done to tackle poverty, particularly in Africa, to do it differently, and to do it more efficiently. The Commission has made a series of proposals how this could be achieved and on this basis the EU has adopted or endorsed a number of policy documents (Millennium Development Goals communications package
, Paris Declaration
, European Consensus
, Africa
). New communications are currently being discussed with the Council (Migration
) or are under preparation (Caribbean and Pacific). These policy objectives and initiatives shall lie at the core of the programming exercise.
Secondly, programming shall be based on the present programming orientations that translate the above policy documents in operational terms and provide further guidance to the National and Regional Authorising Officers and Heads of Delegation. To ensure adequate use of these programming orientations, they should be read in conjunction with the aforementioned policy documents.

Thirdly, programming of cooperation assistance shall take be expressed in the form of the common framework for Country Strategy Papers adopted in 2000 but, anticipating the new Common Framework for Country Strategy Papers currently under preparation, updated to take into account the latest development commitments, initiatives and communications. A standard format CSP is attached to the present orientations as Annexe 1A. A standard format regional strategy paper (RSP) is attached as Annexe 1B.
Finally, partner countries/regions and delegations shall make use of the thematic and coherence programming fiches and the more detailed sector and thematic guidelines and policy documents available on the website of the iQSG and the internet.
2. General principles

2.1. Ownership, participation, harmonisation, and coordination

National and regional ownership as well as harmonisation and coordination of the Community’s diagnosis and response strategy with Member States and other donors lie at the core of the programming exercise. 
2.1.1. Ownership and participation

In keeping with the ownership approach embedded in Cotonou, the Poverty Reduction Strategy Papers (PRSPs), national, and regional development agendas shall be the starting point for the country/region analysis and the preparation of the response strategy.  To the extent possible, the response strategy shall be aligned to the partner’s own strategies and budget cycles. In this context, the HoD and the NAO shall involve the national assembly or the parliament in the programming dialogue. The CSP shall contain a specific chapter describing and analysing the development agenda, analyse the possibilities to align the response strategy to the partner’s cycles, and describe the dialogue with the executive and legislative branches of the partner country.
The preparation of the CSP/RSP is a shared responsibility. To ensure the joint character of the programming exercise, the HoD and the NAO/RAO will work together or consult each other throughout the process, including following the Country/Region Team Meeting at headquarters. 

Consultation with local authorities and non state actors (NSA)
 is an essential feature of the exercise. They should be involved at different stages of the programming process and in particular be given the possibility of contributing to and commenting upon the CSP/RSP. In keeping with the Article 58(3) of Cotonou, stating that “NSA (…) shall be eligible for financial support provided under the agreement according to the modalities agreed in the national and regional indicative programmes”, the CSP/RSP shall provide information on the use of EDF resources to foster the emergence of NSA and the development of their capacities. 
To ensure that all partners involved in the programming process such as NAOs/RAOs, line ministries, and non state actors can participate fully, the orientations and all related guidelines shall be shared with them and/or made available on the internet.
2.1.2. Enhanced harmonisation and coordination

Improved donor coordination, harmonisation of their procedures and alignment with partner countries’ agendas is crucial to improve aid effectiveness. In support of the Paris Declaration, the EU announced its intention to establish Road Maps at country level in all partner countries. These Road Maps should identify what steps need to be taken to improve harmonisation and should lead to a real EU complementary approach in the assistance to partner countries, and eventually to joint programming. 

Anticipating the new Common Framework for Country Strategy Papers currently under preparation, the diagnostic country assessments covering the various chapters of the standard CSPs shall be carried out jointly with the Member States and where feasible with other donors. To the extent possible use should be made of existing analytical documents such as WB and IMF reports, annual economic reports prepared by the EU economic advisers, Joint Annual Report, etc. Where Member States are willing to participate, programming shall be carried out jointly. The programming exercise shall take account of the established EU Road Maps and build on or be fed into other ongoing harmonisation activities in individual partner countries and regions. The programming exercise shall be open to other donors if they would wish to join in the process.

In any case, the analysis of the CSPs/RSPs should be discussed with Member States and their comments and contributions taken into account. One of the crucial elements to be produced during the harmonisation and coordination exercise is a commonly agreed matrix with intended donor interventions.

As a first step in the harmonisation process, Member States locally represented in the countries concerned could be invited to the regional seminars that will be held early 2006 in preparation for the programming exercise.

2.2. Policy mix

The GAERC Conclusions of May 2005 identify twelve EU policy areas that are of particular importance for attaining the MDGs. On each of these 12 subjects Council have agreed on a ‘policy coherence for development’ commitment that needs to be ensured. The related main actions and considerations are provided in the communication “Policy coherence for Development”
. 
This section should include a coherence paragraph, in which the EC policy mix in the country or region is examined. The overall aim is to look for synergies between other policies and development cooperation, bearing in mind that the EU recognises the importance of non-development policies for assisting developing countries in achieving MDGs. Effects of other EU policies should where relevant be mentioned with a view to take these into consideration in the EU response strategy. 

In the areas of environment and migration a specific analysis is to be included, complemented by specific country profiles that will be presented as annexes to the core document (executive summary only of the Country Environment Profile). The overall analysis will include, when appropriate, an assessment of the security situation and ongoing and potential violent conflicts. Security and development are complementary and development has an important role in contributing to greater security by addressing root-causes and expressions of violence. Finally, special attention should be given to corruption, money laundering, decent work and labour policy issues.
Given the importance of governance for development, for the attainment of the MDGs and for security, the CSPs/RSPs shall contain a critical analysis of the political, economic, social including decent work and employment, and environment situations. They should identify areas of concern, proposed government actions to improve the situation where necessary, and specific support for those actions under the concentration or non focal areas of intervention.

Under the chapter on past and present co-operation as well as in the response strategy, special attention shall be paid to the mix of the various development instruments, such as the Community thematic budget lines and global initiatives. Furthermore, in the response strategy the CSPs/RSPs shall explore how non-aid policies can assist the country/region in attaining the MDGs. 

In keeping with the mainstreaming modalities under the “European Consensus”, gender equality, the promotion of human rights, children’s rights and indigenous people, environmental sustainability and combating HIV/AIDS require special attention as issues to be mainstreamed in the analysis provided in the CSPs/RSPs. 

With reference to a request from the ACP countries for assistance to an EC financed natural disaster facility and given the vulnerability of the small island states in the Caribbean, the Pacific and the Indian Ocean, as well as the vulnerability of certain African countries for the effects of drought, floods and other natural disasters, Disaster Preparedness, Prevention (DPP) and Recovery analyses shall feature prominently in their CSPs/RSPs. Special attention shall be given to the question whether DPP and Recovery should be selected as an intervention area. The possible inclusion of disaster preparedness and recovery in Regional or National Programs in disaster prone regions/countries, particularly in the form of Institutional Capacity Building for state and non state actors, should take into account ECHO activities in the region/country concerned and be consistent with global objectives such as the UN International Strategy for Disaster Reduction (ISDR). The World Meteorological Organisation intends to make country risk and needs assessments available to the Commission to facilitate the programming exercise in this area.
2.3. Principle of concentration

The principle of concentration of aid was confirmed in the Paris Declaration and in the “European Consensus” as one the most important to ensure aid effectiveness. Concentration avoids fragmentation of aid (to ensure aid effectiveness), makes optimum use of limited human resources (to ensure efficiency), imposes complementarity of donor activities and limits the risks of a “shopping list” approach.

In addition to support for economic and institutional reform, including Poverty Reduction Strategies, through the general budget support instrument, Community aid to national development can be programmed in a maximum of two of the nine concentration areas mentioned in the “European Consensus”. Countries with an envelope less than €40 million should programme aid in one concentration area.
The choice of the concentration areas shall flow from the partner country/region policy priorities, the dialogue with the partner country/region and with the donor community, the analysis of needs and priorities, the Community’s policy priorities, the assessment of comparative advantages of the Commission (based on past and present cooperation) and other donors and the Commission’s implementation capacity. The possibility to align interventions with the partner’s procedures and the possibility to opt for areas where aid can be delivered through budget support or sector wide approaches shall impact on the selection of the concentration areas. Where the selected concentration areas include a wide range of traditional sectors, further concentration of intervention activities on one or two “traditional” sectors (e.g. education, road transport) may be called for to avoid the risks of aid being spread too thinly. Account shall also be taken of interventions in areas where the partner benefits, or may benefit from global initiatives and thematic facilities.

Finally, non focal activities can be foreseen in a limited number of areas. Their consolidated financial allocation should not exceed 15% of the A-envelope. This allocation shall include provisions for support to civil society, a technical co-operation facility and governance where this has not been chosen as a concentration area.

2.4. Subsidiarity – consistency between different levels of support
Implementation of Community development cooperation is necessarily country or region specific and based upon on the country’s own needs, strategies, priorities and assets. Interventions should therefore initially be foreseen at national level. In keeping with the principle of subsidiarity, where regional or global activities have a clear comparative advantage and/or add value to what is being done at national level, support may be provided at regional, pan-African or global level.
2.4.1. Consistency between regional and national programming

Consistency and complementarity between regional and national programmes is essential and, to the extent possible, both programming exercises should be launched simultaneously. 

At the beginning of the programming exercise, each region should confirm its vision on the main regional challenges and the integration agenda that can serve as a contribution to the definition of priorities for the country programmes. A crucial issue will be to ensure that national strategies are consistent with, and integrate, the impact of the regional programmes at national level. There is also need for improved coordination between the NIPs of neighbouring countries to enhance consistency at the trans-border/sub-regional level. In this context, regional coordination seminars with RAOs, NAOs, and delegations shall be organised at the beginning of the programming process while RAOs, NAOs and delegations are encouraged to set up a coordination mechanism for the duration of the process. 

Since the EPAs should enter into force by 1 January 2008, i.e. at the start of the new financial protocol, the post 9th EDF should be the privileged instrument to support the ACP countries and regions in implementing the EPAs. The EC should support the ACP countries in order to maximise the benefits of the EPAs and mitigate (part of) the related transitional costs. Moreover, the EC should provide assistance to the ACP partners to allow them to comply with existing or new WTO commitments to the extent that this is not yet covered under EPA related assistance.
Without necessarily being considered as a concentration sector, the trade and regional dimension should be integrated in the national strategies and programming. An assessment of the impact of regional integration and the long term results of trade liberalisation on revenue capture
 and economic output should be on of the key components of the macro-economic analysis of the CSP. An analysis of further measures to deepen regional integration and the needs to adjust the productive sector, further legislative and regulatory reforms as well as to promote commercial capacities to take advantage of the new trade opportunities should be included in the analysis. The cost and benefit analysis could lead to the identification of response actions mainstreamed in the chosen concentration sectors or as specific interventions.

The main focus of each of the regional programmes shall be regional economic integration, trade and EPAs (cf Article 29 Cotonou). This covers, inter alia, strengthening the capacity of regional organisations tasked with economic integration, EPA related functional co-operation, and facilitating trade liberalisation including assisting the ACP states to absorb the budgetary effects of deeper regional integration through for instance tax and customs reforms.

The regional indicative envelopes shall in principle be calculated on the basis of the EPAs configuration. Early endorsement by the ACP states of the definition of geographical programming regions is essential. 

The EPA Regional Preparatory Task Forces should be used as a source of information and identification of needs both for regional and national programming purposes. This should be done as early as possible, and organised in such a way that they provide coherent information to Regional and National Authorizing Officers, and to the Commission delegations.
 Functional and/or thematic regional cooperation outside the scope of the regional economic integration, trade and EPAs (cf art. 30 Cotonou) can be foreseen in one additional focal intervention area. Such cooperation can take place with regional organisations tasked with the EPA negotiations as well as with the other regional configurations currently recognised. This implies that a Regional Indicative Programme may be concluded with, and implemented by, more than one Regional Authorising Officer. The mandate of each RAO shall be defined in the RSP.

Non focal sector activities along the lines of the national programmes can also be foreseen with any of these organisations for a consolidated maximum of 15% of the regional financial envelope. 

2.4.2. Complementarity between EC global/horizontal initiatives, thematic programmes (budget lines), fisheries agreements and geographic programmes

The new approach to make use of different EDF delivery instruments (e.g. Peace, Water and Energy Facilities, Infrastructure Partnership for Africa) and to finance global initiatives (e.g. Global HIV/AIDS Funds) has a bearing on the level of subsidiarity, national ownership, policies and planning, and the number of focal areas where the EC will be active in any given country or region. It will also have a bearing on the EC-partner country/region dialogue and programming. 
Partners and delegations shall identify to what extent the areas covered by the facilities and global initiatives are priority sectors for the country/region concerned. Partners and delegations will also have to examine if the activities financed, or foreseen to be financed, under these new policies and initiatives fit in with the partner country’s poverty reduction strategy and are compatible with the government’s sector policies and whether complementarity action can/should be foreseen. These elements should be included in the country/region analysis and taken into consideration in the response strategy. 

In the same vein and where applicable, the country/region strategy paper shall include an analysis of ongoing or, where information is available, planned activities financed under the accompanying measures for Sugar Protocol countries, the banana Special Framework for Assistance, the budget lines, fisheries agreements, as well as research programmes. Especially where financing under these programmes is substantial in comparison to EDF financing, the EC strategy for both instruments shall be designed in a fully complementary way. This is particularly true for the accompanying measures for Sugar Protocol countries, the programming of which is largely taking place in 2006 too.  
The Africa-Europe Partnership for Infrastructure that focuses on interconnectivity at the continental level and promotes regional integration merits special attention. It facilitates investments in trans-boundary and regional infrastructure, as well as the related policies and regulatory frameworks, in the areas of transport, water, energy and information/communication technologies. Naturally, partnership programmes that focus on interconnectivity between predominantly nationally owned systems will have to involve close collaboration with national operators and service providers, as well as regional entities such as the RECs and the Power Pools. In this context, applying the subsidiarity principle is central to success. For each partnership activity, careful analysis will be made to ensure that the partnership has an added value and does not cover activities that would be better addressed in a purely national or regional context. The partnership will ensure coherence and complementarity with actions taken at national and regional levels, also to secure sustainability of investments, particularly operation and maintenance. On the other hand, national programs should be ready to maximise the benefits of the partnership activities, such as the possibilities that improved access to services provide for stimulating economic and social development. 

At the start of the programming exercise, AIDCO shall per country and region make available detailed lists of activities financed under any of the budget lines, facilities and global initiatives that are currently being implemented, whereas DEV shall provide relevant information pertaining to activities for which it is responsible. The programming process should foresee a close examination of ongoing and future EIB interventions and assess possible synergies. For this purpose the EIB shall make available its lists of ongoing and planned activities per country/region. Similarly, the CDE shall make available its lists of ongoing activities per country/region. 
2.5. Evaluations

Where CSP/RSP evaluations have been or are being carried out, the results shall be duly taken into account during the programming. Provided that they are available in time, the generic conclusions drawn from these evaluations shall be disseminated to all delegations so that the lessons learned can be taken into account during programming.

Also, to develop a response strategy in a specific sector, the results of thematic evaluations shall be taken into account. As an example, in 2004 the following sectors were evaluated: Environment and Forests, Food security and food management, Private sector development, Trade-related assistance, Transport, and Population and development. Delegations and partners are encouraged to consult the evaluation results on the website of the evaluation unit
.
3. Financial allocations

During the programming exercise, the partner country shall be informed of an initial indicative financial allocation. During the programming dialogue, the partner country and the Commission shall agree on the policy objectives, policy commitments, and governance reform commitments of the government concerned. Depending on the outcome of the dialogue and the level of commitment that the government enters into, the Commission shall propose to either confirm the indicative allocation through formal notification or, in countries/regions with good governance performance, a proven absorption capacity and where during the programming dialogue the partner country/region has demonstrated a commitment to economic, political and sectoral reforms and results, to notify a financial allocation exceeding the initial indicative amount. The assessment shall be based on a standardised performance appraisal grid.

On the occasion of the mid-term and end-of-term reviews, the same appraisal criteria shall be taken into account for the assessment of the country/region performance. In function of the performance assessment the financial allocation can be adjusted.
4. Implementation modalities 
Development assistance can be provided through various implementation modalities or instruments, such as budget support, sector programme support, project/programme aid and contribution agreements (for cooperation with regional or international organisations). The country specific situation and the cooperation possibilities in the selected focal intervention areas shall influence the choice of the delivery instrument. At the same time, the possibility to use the more efficient delivery mechanisms may influence the selection of the focal intervention area. Authorising Officers and Heads of Delegation shall therefore analyse what are the most efficient delivery mechanisms for the partner country/region in question.

At the Second High Level Forum on Aid Effectiveness, the EU has committed itself to i) at a consolidated level channel 50% of government to government assistance through country systems and ii) to double the percentage of its assistance provided through budget support or sector wide approach (SWAP) arrangements. The recent EU Development Policy states that “general and sectoral budget support will play an increasingly predominant role in the implementation of European aid”. Budget support should therefore be considered the implementation instrument of choice for the better performing countries. Where this is not feasible, the option of delivering aid through a sector wide approach should be considered before moving into a project/programme approach.
When conditions are appropriate, direct budget support is an effective way to contribute to partner countries’ developmental objectives. By matching aid to domestic resources, donors align to national systems and directly support governments’ efforts to improve their performance in stabilising a given country, its economy, facilitating growth, reducing poverty and delivering services.  Donor resources can be used to finance investment and as well as the recurrent costs required in the medium term for the achievement of the MDGs. Because of higher levels of alignment and harmonisation, transaction costs tend to be lower in budget support than in other aid modalities. 

Budget support can be provided as General Budget Support or Sector Budget Support. General Budget Support can be included in the Country response Strategy as instrument for support for economic and institutional reform, including Poverty Reduction Strategies. Eligible are countries that have a credible programme of macroeconomic and public finance reform and are committed to the implementation of a Poverty Reduction Strategy or an equivalent national development strategy. Sector Budget Support is a financing modality for support to sector programmes in areas selected as focal in the Country strategies. Eligibility is determined by the sector policy and a credible programme of PFM improvement. A stable macro-economic framework is also necessary for sustainable sector funding. Specific programming fiches on general and sector budget support can be consulted on the website of the iQSG.

But budget support is only appropriate when it accompanies a programme of reform in a context of macro-economic stability and improvement of public finance management. Only countries considered eligible against these criteria can benefit from this form of support. During the programming phase, country specificities will be assessed to inform the role and the level of budget support in the response strategies. Preparatory work may be necessary for a country to become eligible to budget support. The Commission can support this preparatory work by financing studies and analysis or providing technical assistance.  

In the event that eligibility criteria are not yet met, other aid modalities such as sector programmes or projects to provide necessary capacity development inputs can be considered. Programme and project aid can also be considered where the specific character of the intervention calls for more direct involvement on the part of the Commission. Co-financing shall also be made possible under the 10th EDF.
5. Indicators

Timely and accurate statistics/indicators are a key for effective policy making and provide guidance for development cooperation. With an increase in budget aid and sector wide approaches as instruments where partner countries and regions take full ownership of, and responsibility for, the interventions, results monitoring becomes ever more important. Moreover, the possibility for partner countries/regions to benefit from increases in financial allocations shall to a large extent depend on governance and sector performance. Partners and delegations shall therefore have to define relevant, quantifiable and verifiable governance, macro-economic and sector results and impact indicators based on the country’s/region’s poverty reduction strategy papers or agenda. Given the importance that the EU attached to the MDGs, each programming document shall contain a table comprising the 10 MDG indicators. Where possible and appropriate indicators will be disaggregated by gender and preferably also by age and by variables linked poverty levels.
For each indicator defined in the context of the CSP/RSP, an overview of historic data shall be provided (where data is available) and targets shall be set for the duration of the programming period, i.e. 2008-2013.

The current state of national and regional statistical systems should be assessed in view of their capacity to satisfy the information needs of the beneficiary countries and regions in general and for the focal and non focal areas subject of the programming exercise in particular. If necessary, actions to strengthen the statistical systems shall be drawn up and carried out taking into account the National Strategies for the Development for Statistics (NSDS) recommended and supported at international level (Paris21 initiative).
Specific guidance on indicators shall be available in the various thematic and sector programming fiches.
6. Calendar

Since partner countries, regions and delegations will virtual simultaneous carry out the national and regional EDF 9 end-of term review and the post EDF 9 programming exercises, they will have to maximise synergies between those processes. The contents of the national Joint Annual Report and the regional Joint Progress Reports 2005 should be used as building blocks for the preparation of the CSPs/RSPs to the extent possible (analysis of political, economic, social and environmental situations; past and present cooperation and lessons learned).

The main steps of the calendar are as follows:
· Start programming exercise: February 2006

· Commissioner Michel meets NAOs/RAOs to discuss programming approach and priorities during programming seminars in the region: February-March 2006

· Submission draft Country Strategy Papers to HQ:  July 2006

· Country Team Meetings: September – November 2006

· iQSG screening: October – December 2006

· Validation Commissioner Michel

· Inter-service consultation: January – March 2007

· EDF Committee: February – April 2007

· Commission decisions: March – May 2007

· Signature CSPs: April - June 2007

7. Methodology and process 

Programming shall be based on:

a) The new policy objectives defined in the various communications;

b) The present programming orientations;

c) The common format for Country Strategy Papers and the format for Region Strategy papers.

The common format for Country Strategy Papers agreed upon between the Commission and the Member States in 2000
  is currently being revised on the request of the Council in order to increase aid effectiveness through improved harmonisation and alignment with a view to ultimately move towards joint programming. . 
Anticipating the adoption by the Council of the revised common framework, the structure of the CSP proposed for the ACP programming exercise has been modified so that the analytical chapters can be used as individual building blocks for joint programming or joint analysis. Also, for those countries where joint programming takes place, the sections on past and present cooperation and on the response strategy could include separate sub-chapters for each of the participating donors. Furthermore, the chapter describing the EU/EC co-operation objectives (identical for each of the CSPs) shall be relegated to the annexes. Finally, the content of the various chapters has been slightly amended to include the new policy objectives and initiatives such as the Millennium Development Goals and the Economic Partnership Agreements. The model CSP is attached as Annex 1a.
For regional cooperation the framework has been updated to take into account the latest policy developments and priorities. The model RSP is attached as Annex 1b.
d) Short thematic programming fiches (2 pages, plus 1 page with references and hyperlinks) highlighting the main elements required for analysing each of the sectors and/or for defining the response strategy. The fiches shall contain references to the detailed thematic guidelines that have been updated to take into account the new development policies. To the extent possible, EN and FR documents shall be available. The methodology and guidelines shall not be sent as paper copies. 

e) The different administrative and procedural steps of the programming process as laid down in Annex 2.
The programming methodology, the standard CSP/RSP layout, the programming orientations and the programming fiches and sector guidelines are available on the on-line programming tool on the website of the iQSG.
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