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Follow-up by the European Commission to the resolution of the ACP-EU Joint 
Parliamentary Assembly (Luanda, Angola, 30 November- 3 December 2009)

on the impact of the financial crisis on the ACP States

The EU is fully aware that most ACP countries are suffering from the succession of 
recent crises (food, fuel and financial/economic) much more severely than expected 
initially. ACP countries have been hit through several transmission channels: contagion 
effects of financial crisis and impact of global economic slowdown, although the impact 
varies from one country to another. This combination of shocks is entailing severe social 
and political consequences, threatening not only the achievement of the MDGs by 2015, 
but also undermining past progress observed in recent years.

Despite some first signs of global economic resurgence, pulled up essentially by the 
dynamism of Asian economies, the environment remains very challenging and there are 
still significant risks of reversal as a number of financial stress indicators remain 
elevated. Overall, the global economy still seems fragile and vulnerable to a range of 
shocks, including rising oil prices, virulent return of H1N1 flu, geopolitical events, or 
resurgent protectionism. Besides, many ACP countries are most likely to lag behind in 
the recovery process. 

The EU was among the first actors to react immediately following the G20 Summit in 
London, to support developing countries in coping with the financial and economic crisis
through the adoption of a set of comprehensive, timely, targeted and coordinated 
measures for the EU as a whole to cushion the human impact of the crisis and to boost 
economic growth in developing countries (“April Package 2009”). These measures 
include, inter alia: honouring aid commitments and leveraging new resources; acting 
counter cyclically; improving aid effectiveness; sustaining economic activity and 
employment; revitalising agriculture; investing in green growth; stimulating trade and 
private investment; working together for governance and stability; and protecting the 
most vulnerable.

As part of this package, the EU has first and foremost reaffirmed its commitments to 
support developing countries in meeting the MDGs and to achieve its respective ODA 
commitments, both in terms of aid volumes and aid effectiveness.

In 2008, EU ODA increased by around €4 billion (in nominal terms) to 0.40% of 
ODA/GNI, or €49 billion up from €35 billion in 2004. This is a positive evolution, which 
must be sustained. Collective EU ODA is forecast to continue increasing in 2009 and 
2010. However, the pace of aid increases is not fast and uniform enough, which means 
that without additional steps by all Member States to fulfil their individual targets, there 
is a great risk that the intermediate collective targets for 2010 will not be achieved. The 
Commission will continue to urge Member States to fulfil their ODA promises. The 
current crisis is placing huge strains on Member States' respective budgetary resources. 
However, these strains should not, cannot and will not be an excuse to lower our ODA
commitments. It is in our own interest and necessary for the sake of our credibility vis-à-
vis the rest of the world and the developing world in particular that we should maintain 
these commitments. However, it must be recalled that the prime responsibility to deliver 
on the ODA commitments lies with the EU member states themselves. They are the 
masters of their national budgets and of allocations of funds for specific purposes. 
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The crisis has shown that ODA is unique in targeting the poorest countries and providing 
development finance in a more predictable and reliable way than other financial flows. 
However, the crisis has also underlined the importance of other financing besides ODA, 
as developing countries are suffering due to a large drop in "non-ODA" flows such as 
private investment and remittances. The importance of "non-ODA" flows for 
development is also highlighted in the Monterrey Consensus. Therefore we need to seek 
a holistic approach to development, to harness all financial flows and policies for 
development purposes, analyse the positive and negative development impact of non-aid 
financial flows and actions and mobilise all possible sources of financing for 
development as instruments to leverage assistance aimed at stimulating inclusive growth, 
investment, trade and job creation.

Within the EU, Member States have endorsed the idea of a "whole-of-the-union" 
approach (GAERC 18.05.2009), the OECD DAC High Level Meeting (27-28.05.2009) 
invited the DAC to work further on adapting to new global challenges, and G8 
development ministers mandated the OECD to further develop the "whole-of-country" 
approach. The Commission is carefully following this evolving debate. Besides, one
concrete element of EU support for this approach will be our initiative for improving Tax
Governance for domestic resource mobilisation in developing countries, which is 
currently being prepared and will be presented to the Council in 2010.

On aid effectiveness, since 2005 the Commission has played the role of catalyst and 
coordinator to improve synergies among the Member States and to lead common actions 
to make aid more effective at EU level. This stems from the "European Consensus on 
Development" of 2005, which made it possible to adopt more ambitious EU targets in 
Paris in 2005 and the "EU Code of Conduct on Complementarity and Division of Labour 
in Development Policy" in 2007. At the international level, the success of the Accra High 
Level Event in 2008 was mainly due to the EU's common and ambitious position adopted 
prior to the negotiations. 

At mid-term between Accra (2008) and Seoul (2011), 2010 will be a crucial year for
achieving the ambitious objectives set out in the Accra Agenda for Action endorsed in 
2008 to make our aid more effective. In order to accelerate further progress and 
demonstrate concrete results in time for the next High Level Forum to be held in Seoul in 
2011, the Council endorsed an "Operational Framework" in November 2009 to accelerate 
action in the areas of division of labour, use of country systems, and technical 
cooperation for enhanced capacity development. Further proposals are in the pipeline for 
2010 on mutual accountability, cross-country division of labour and South-South 
cooperation. 

One of the main concrete and short-term instruments established as a result of the 2009
April package was the setting up of the ad hoc Vulnerability FLEX which will mobilise 
up to €500 million, taken from the reserve of the national and regional indicative 
programmes under the 10th EDF, in 2009 and 2010 to support the most vulnerable ACP 
countries with poor resilience capacity with a view to enabling them to maintain priority 
spending, notably in the social sectors. V-FLEX can provide grants in ACP countries 
where loans from the International Financial Institutions (IFIs) are insufficient or where 
they are not operating. Support can be provided either as budget support (preferred 
modality) or existing projects/programmes (fall back position). In 2009, a first tranche of 
€215 million was allocated to 13 ACP countries. The remaining amount available for 
2010 will be around € 265 million. V-FLEX 2010 requests submitted by ACP States 
should be received by the Commission no later than 15 March, 2010.
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ACP countries not eligible under the Vulnerability FLEX will nevertheless benefit from 
other measures mentioned in the 2009 Spring Package, for example reallocations 
following ad hoc country reviews and the mid-term review (MTR), support under the 
traditional FLEX instrument (€80 million in 2009), frontloading where requested, etc.
The Commission has worked hard to accelerate procedures, to deliver on time, to reflect 
priorities generated by the crisis in our MTR and to frontload aid where possible.
Regarding the MTR in particular, the Commission has decided in light of the crisis to 
bring forward and to accelerate the 10th EDF MTR which started in 2009 instead of 
2010. This will allow any possible adjustments in country strategies and allocations to be 
submitted for opinion to the EDF Committee in early spring 2010 and to be frontloaded 
where necessary and appropriate, in order to take effect in 2010. 

As part of this package, the Commission also aims to increase the grant capital of the 
Infrastructure Trust Fund to a total of €500 million by 2010, corresponding to a doubling 
in the capital available, and expects Member States to contribute. Besides, the EU and 
ACP have recently agreed to set up an Energy Facility of €200 million to improve access 
to sustainable and affordable energy services for the poor while contributing to the fight 
against climate change by focusing on renewable energy solutions and energy efficiency 
measures.

This set of measures to tackle the effects of the financial and economic crisis on 
developing countries comes on top of the €1 billion Food facility established by the EU 
in reaction to the soaring food prices in 2008. The Food Facility in operation from 2009
to 2011 will provide rapid support to over 50 priority countries worldwide (80% of the
€1 billion Food Facility was committed by end 2009, 12 months after adoption), and 
aims to encourage food producers to increase supply, to deal directly with the effects of 
volatile food prices on local populations and to increase food production capacity and 
improve the way agriculture is managed in the longer term. 

Finally, the EU response to the crisis is framed as part of the global response (by the UN, 
G20 and G8). In that respect, the Commission welcomes the G20 commitments decided 
in Pittsburgh in September 2009 with regard to development, including on the reform of 
the International Financial Institutions, and will ensure close and active follow-up at EU 
level.


