
DT\944553EN.doc PE516.723v01-00

EN United in diversity EN

EUROPEAN PARLIAMENT 2009 - 2014

Committee on Budgetary Control

11.11.2013

WORKING DOCUMENT
on European Court of Auditors’ Special Report No 4/2013 - EU Cooperation
with Egypt in the field of Governance

Committee on Budgetary Control

Rapporteur: Thijs Berman



PE516.723v01-00 2/8 DT\944553EN.doc

EN

Introduction

Egypt is the largest country in the Arab world and has also been a major part of the Arab
Spring. It has traditionally played a leading role in North Africa and the Middle East and is
one of the main beneficiaries of assistance from the European Neighbourhood and Partnership
Instrument (ENPI) which the EU uses to support its European Neighbourhood Policy (ENP)1.

The ENP was launched in 2004 with the objective of avoiding the emergence of new dividing
lines between the enlarged EU and its southern and eastern neighbours by strengthening the
prosperity, stability and security of both the EU and its neighbours. It is based on the values of
democracy and human rights, rule of law, good governance, market economy principles and
sustainable development.

Egypt’s Association Agreement with the EU, which entered into force in 2004, provides the
legal basis and institutional framework for its cooperation with the EU. A key feature of the
Association Agreement is its insistence on the respect of democratic principles and
fundamental human rights. This reflects the EU’s long standing commitment to promoting
human rights and democracy in its international relations.

Central to the ENP are the bilateral Action Plans between the EU and each ENP partner
country. These set out a range of short and medium term priorities for political and economic
reforms agreed between the two sides. The EU - Egypt Action Plan was adopted by the EU -
Egypt Council in March 2007 and covers six areas2.

The European Neighbourhood and Partnership Instrument (ENPI) was launched in 2007 to
provide financial assistance to help partner countries implement the Action Plan. Egypt is one
of the main beneficiaries of the ENPI , receiving an allocation of approximately 1 billion euro
in the framework of EU’s Egypt Country Strategy Paper (CSP) for 2007-13 period.

Approximately 40 % of ENPI assistance to Egypt is used to finance projects while in the
order of 60 % of ENPI assistance to Egypt is being implemented through sector budget
support. This involves the channelling of EU funds directly to Egypt’s national budget subject
to Egypt meeting sectoral and public finance management (PFM) reform conditions.

In addition the EU has also made much smaller amounts available directly to civil society
organisations (CSOs) and other non-state actors (NSAs) through grants, notably through the
European Instrument for Democracy and Human Rights (EIDHR) without having to enter into
Financing Agreements with the national authorities.

1 ENP framework is proposed to the 16 of EU's closest neighbours – Algeria, Armenia, Azerbaijan,
Belarus, Egypt, Georgia, Israel, Jordan, Lebanon, Libya, Moldova, Morocco, Palestine, Syria, Tunisia and
Ukraine - as an essentially bilateral policy between the EU and each partner country.

2 Enhanced political dialogue, economic and social development and reform; trade - related issues, market
and regulatory reform; transport, energy and environment; migration, social integration, justice and
security; science and technology, research and development, information society and audiovisual
cooperation; people to people contacts.
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Audit Scope and Objectives

The Court's audit assessed the European External Action Services’ (EEAS) and European
Commission’s efforts to promote good governance in Egypt before and after the events of
2011.

The following question was utilized to pursue this goal:

‘Have the European Commission and the European External Action Service (EEAS) managed
effectively the European Union support to improve governance before and after the 2011
Uprising?’

The audit covered the period from the launch of the ENPI in 2007 up to September 2012. It
focused on two key areas of governance: human rights and democracy on the one hand and
public finance management (PFM) and the fight against corruption on the other hand.

For each of these areas of governance the audit also assessed the EU - Egypt Action Plan, the
dialogue between the EU and Egypt on the implementation of the Action Plan, and the
Commission’s Progress Reports.

The audit examined 25 projects and the three main SBS programmes. In addition the Court
also examined how the EU managed the wider ENP cooperation framework with Egypt to
achieve progress in these areas.

Moreover the Court’s audit team received advice from an international expert in the field of
democracy and human rights.

The Court's Findings

The principal findings of the audit are:

Despite the fact that a ‘Country Report’ was issued by the European Commission setting out
its assessment of the situation in Egypt that included critical observations on the political
situation and highlighted the negative impact of the Emergency Law, the Action Plan had an
overly ambitious agenda which was not based on clearly spelled out Commission’s priorities.

The Court identified that some actions were rather vaguely defined and without clear
benchmarks to assess progress and a number of key issues, which had been raised in the
Country Report, were not directly addressed, in particular the continuance of the Emergency
Law, the role of military and State security courts, and the widespread use of torture.

The Court found that the Commission was successful in its efforts to place human rights and
democracy on the political agenda in its relations with Egypt. An ENPI programme for the
promotion and protection of human rights and civil society aimed to increase the capacity of
Egyptian institutions as well as CSOs to effectively implement international conventions in
this area.
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Despite the efforts made to keep the programme alive, it has produced few outputs so far and
their sustainability is very much dependent on political developments in Egypt. The
implementation of the programme has been subject to major delays, largely attributable to a
lack of commitment from the Egyptian authorities. Although the Commission intended the
programme to be a way to raise the profile of human rights, in practice, according to the
Court, it was not able to use it as a means of developing dialogue with the Egyptian
authorities on the subject.

The Commission has used the EIDHR instrument to address some very sensitive subjects
such as the electoral process and the combatting of torture and ill-treatment. Since 2010 the
Commission’s introduction of the DCI NSA thematic programme in this area has allowed it to
concentrate the EIDHR on democracy and political rights. However, the limited funding made
available before the Uprising for these instruments does not reflect the policy importance
which the EEAS and Commission gave to democracy and human rights in the Action Plan.

The funding was used to build up the capacity of CSOs to act effectively in these areas and to
provide support to the victims of human rights abuses, though the Commission has not yet
carried out a mapping exercise on Egyptian CSOs.

The Commission wished to focus dialogue on human rights and democracy. However, the
Egyptian side wanted to concentrate on international security issues in line with its ambition
to developing a strategic partnership with the EU.  Besides issues raised by the ‘Sub
Committee on Political Matters: Human Rights and Democracy – International and Regional
Issues’ were not subsequently followed up by the Egyptian authorities with concrete actions
and the Commission made no link between its criticisms of human rights violations made in
the Progress Reports and the option of reducing or suspending EU assistance before the
uprising.

The Court observed that the pace of Public Finance Management (PFM) reform in Egypt has
been slow and Sector Budget Support (SBS) programmes have made only a limited
contribution to reforms. The Commission has not used its sector budget support programmes
to address major shortcomings in public finance management like the lack of progress in
reforming external auditing.

According to the Court while EU budget support programmes in most countries are generally
accompanied by technical assistance (TA) to advise on PFM reforms, little use has been made
of such TA in Egypt and Despite Egypt’s serious problems in the area of corruption, the SBS
programmes have done little to directly address this issue.

Before the Arab Spring in 2011, the High Representative and the Commission launched an
overall review of the ENP in July 2010 involving consultations with Member States, partner
countries and civil society to assess how it could be made more effective. The outcome of this
review was to emphasise the EU’s support for democratic reform and it proposed to give
countries incentives to move in this direction by offering what it termed ‘more for more’.

The ENP Review emphasises the need for ‘Deep Democracy’, highlighting the importance
not only of elections but the independence of the judiciary, the accountability of the police
and army, and the need to combat corruption. The Review pays less attention to two aspects
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of ‘Deep Democracy’ which are particularly important in Egypt: the rights of minorities and
the rights of women.

The review also underlines the important role of civil society and proposes two new initiatives
in this area, the Civil Society Facility (CSF) instrument and the European Endowment for
Democracy (EED) foundation. However, the CSF was only starting to become operational at
the time of the audit and the EED is yet to start delivering assistance as it was only still in the
process of being set up in mid-2012 and experiencing difficulties attracting funding.

According to the Court the ENP review also proposes planned changes in budget support.
However, the potential benefits of the new approach will not be realised unless the
Commission takes a stricter approach than before the uprising to assessing whether the
eligibility criteria have actually been met.

Summary of the Commission and European External Action Service Replies

In general the Commission/EEAS welcome the Special Report on Egypt but regret the
negative nature of many of the titles/subtitles in the Court’s report, since they actually do not
reflect the Court’s observations, many of which are more balanced and also do not take
sufficiently into consideration the local political context and the efforts made by the
Commission/EEAS over the years to establish a dialogue and cooperation on the difficult
issues of governance, democracy and human rights, including rights for women and
minorities.

The Commission/EEAS consider that in the given circumstances the Commission/EEAS have
been able to adequately manage EU support and where possible improve governance in
Egypt. Moreover the Commission/EEAS are of the opinion that the amounts allocated to
CSOs are comparatively smaller if compared to other types of assistance, but they are
adequate to the kind of the targeted local organisations and kind of activities.

In the Commission/EEAS perspective the analysis of the political situation in the period
covered by this report clearly shows that since the January 2011 events, there has been a slow
down if not a paralysis of the decision making process at government’s level and an increased
aversion towards civil society and human rights more broadly.

The protracted political instability and lack of commitment by the government did only allow
for a partially successful review of the governance portfolio. Time is needed to see results,
especially in a nonconductive and still unpredictable environment and the decision to keep
open human rights projects and give them a chance to be revamped was certainly very well
politically motivated.

The Commission/EEAS consider that, contrary to the Court's findings, progress was achieved.
This is shown, for instance, by the continuous pressure on Egyptian authorities, which has led
to the establishment of a Subcommittee discussing human rights, the earmarking of 10 % of
the bilateral budget in support of human rights, good governance and democracy projects,
including support for child rights and women rights, with indeed significant positive and
measureable impact.
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The decision by the Commission/EEAS to continue providing financial assistance despite all
the obstacles encountered is of a political nature, and should also be seen in the regional
context and in consideration of the crucial strategic role Egypt is playing. Moreover, this
decision is in line with the decisions taken by other development partners including EU
Member States.

The review marked a new policy direction by introducing the concepts of increased
differentiation and revamping the ‘more for more’ approach. The policy will be further
reinforced when the new ENI Regulation is adopted. Support to Women has been high in the
Commission agenda in terms of both policy and financial assistance; a number of grants to
Civil Society Organizations were devoted to this area. The new mechanism to support civil
society was set up after the uprising. It is therefore premature to try, like the Court's Report, to
assess its achievements and its added value.

Based on the new Budget Support guidelines, the EU applies and will apply conditionality in
a strict sense. Assessment of General and Special conditions is made thoroughly before any
BS disbursement. Tranches are released based on progress achieved in meeting agreed reform
benchmarks and no payments are made for non-performance.

Draftsman’s recommendations for possible inclusion in the Commissions’ annual discharge
report

[The European Parliament]

1. Welcomes the Court's special report on “EU Cooperation with Egypt in the field of
Governance” and makes the following comments and recommendations:

2. It is a hazardous choice to judge the relevance of human rights efforts solely from the
financial perspective. In the case of Egypt, support to advocacy for the respect for
human rights was, under former president Mubarak, not often crowned with success.
The question of whether one should continue and defend investments in these efforts
is political by nature, to be answered not by the European Court of Auditors but by the
European legislators.

3. In contrast with the negative evaluation of the ECA concerning the results of human
rights advocacy in Egypt, in particular with respect to the crucial issue of women's
rights, UN Women, which is supported by EU funding, is able to give several positive
examples of effective advocacy for women's rights, under Mubarak, continuing even
under the Morsi administration. Most notable is the program aiming at providing
women with ID-cards, thereby allowing them to have access to a range of essential
services and rights, e.g. health care and justice. These positive steps have been
initiated and/or facilitated by programs funded in large part by the EU and its Member
States.

4. As regards reforms in public finance management, a support programme of 4 million
euro, funded by the EU, France and Romania, has been put in place to combat
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corruption, money laundering and to foster asset recovery in Egypt.  This programme
began its implementation phase in July 2011, runs until July 2014 and an extension
will be requested to the EU as the main donor. A number of 166 prosecutors, law
enforcement personnel and financial intelligence staff received in-depth training. The
programme received a positive independent Monitoring Report in December 2012.

5. Asset recovery became a priority under the Morsi administration, and this has led to
important progress: asset recovery requires high quality judicial efforts following
international standards, thus leading to improvements in procedures and financial
management.  Egypt still lists low on the corruption-index, but efforts have not been in
vain and progress is visible.  With EU assistance, a draft law on the protection of
witnesses has been completed recently and is ready for adoption, as are two other
laws, against conflicts of interest, and on access to documents.

6. The EU and USAID are donor coordinators on Public Finance Management programs
in Egypt. The EU is also coordinating the cooperation between Egypt and Member
states on asset recovery. Worldwide, assets worth €1.2 billion have been frozen.

7. Contrary to the ECA report conclusion stating that Sectoral Budget Support (SBS) was
lacking important control mechanisms, this support has been disbursed in tranches,
each tranche having to meet several benchmarks. Thus, in sectoral budget support for
health care, it has frequently happened that tranches have not been disbursed, e.g.
when the necessary law on health care insurance had not been put in place. In other
programs, only parts of tranches have been disbursed. This method of subdivisions of
programs corresponding to specific benchmarks does not rule out all related risks, but
clearly, it does add conditionality and a specification of expected results.

8. Monitoring of programmes through SBS is important, and it is equally important to
keep insisting on improvements in accountability and transparency in the dialogue
with Egyptian authorities, within the international Public Expenditure and Financial
Accountability (PEFA) framework. The possibility of suspension of SBS programmes
is a useful and necessary tool to this objective - whereas programmes directly
benefiting the neediest among the Egyptian people should not be suspended.

9. CSOs in Egypt welcome the continuing EU support, as this continuity was seen as a
deep investment that is paying dividends in the capacity of these CSO's to contribute
to the Arab Spring.  On the other hand, many CSO's judge the EU political response to
violations of human rights in recent years too weak, irrespective of the administration
in charge.  A lack of conditionality is interpreted as a lack of political will.

Conclusion

1. Even if the Egyptian state budget is weak on transparency, the structures and
procedures of the EU SBS programmes are such that much of this weakness can be
circumvented and the suggestion, made in the ECA report, that results of EU SBS
programs are unclear seems to be contradicted by the concrete and detailed
benchmarks used.

2. The ECA Report on EU Cooperation with Egypt in the field of governance contains
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many important observations, and it is important that the Court not only assesses the
quality of financial management but also reviews the performance achieved with EU
programs. However, the Report goes beyond the responsibility of the Court, when
formulating political judgments on the pertinence of human rights and governance
programs in partner countries where authorities are reluctant to cooperate in this field.

3. The European Parliament will have to invest more in its political responsibility to
monitor closely the implementation of policies of this kind and others; this is an
essential political task that cannot be left to the European Court of Auditors.


