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Summary 

The European Community, including the Member States and the European Commission, is 

the largest financier for development aid, accounting for almost 54% of total contributions.  

In the health sector alone, the Commission provides grants that are similar in amount to 

World Bank loans but the policies and processes used to intervene remain poorly 

understood. The institutional system of the European Community is often perceived as a 

maze, with complex procedures, the objectives and justifications of which are difficult to 

grasp. This paper reviews the European Commission’s structures and mechanisms 

involved in development aid, its financial capacities and its policy framework with 

particular focus on health. It discusses the opportunities and constraints the Commission 

faces in carrying out its development co-operation mandate and measures envisaged to 

improve its performance.  
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The European Commission’s commitments to development aid have reached the annual 

average of seven billion Euro in the past five years of which an 600 to 800 million Euro 

are allocated to the health sector. The Commission represents probably the largest 

multilateral grant source for developing countries, before United Nations (UN) agencies. 

The Commission, however, is not primarily a development agency but an institution 

geared towards European issues, and development-related activities represent only about 

7% average of its annual expenses. Still, out of a rough budget of 100 billion Euro per 

year, the amounts are significant. In recent years, the Commission’s aid management has 

been criticised and the institution has started a broad reform to improve its performance. 

This paper gives an overview of the institutional set-up in which the Commission operates, 

explains the decision mechanisms involved in development aid and presents the measures 

the Commission is undertaking to address the major difficulties it encounters in carrying 

out its development co-operation mandate. 

I. Institutional background 

I.1.  The overall architecture  

The European Union represents a unique political set up of fifteen countries1 that 

deliberately agreed to give up part of their sovereignty for a common political agenda and 

a common currency, with the overarching goal of promoting peace and prosperity.  

Successive treaties constitute the legal basis of the EU. They define the scope and content 

of the policies, lay the rules for their implementation, and set the mechanisms of financial 

contribution and spending. The first one (Rome in 1957), created the European 

Community (EC) mainly encompassing a set of economic policies.  The Maastricht Treaty 

of 1992 created the European Union (EU) adding, in parallel to the EC economic agenda, a 

political agenda including internal and external policies. Amsterdam (1997) and Nice 

(2000) Treaties elaborated tighter bounds, particularly in social and foreign policies areas.  

The European Union is governed by three institutions. The Council of Ministers (formed 

by representatives of national governments) and the European Parliament (directly elected 

by the citizens) share the legislative power. The European Commission is the executive 

body of the Union. It has the double role of initiating the legislative process with proposals 

                                                                 
1 The first six: Belgium, France, Germany, Italy, Luxembourg, the Netherlands, later joined by Denmark, 
United Kingdom, Ireland, Greece, Spain, Portugal, Sweden, Austria and Finland. 
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to the Parliament and the Council and of ensuring that legislative decisions are correctly 

applied. It functions as a college of 20 Commissioners covering 36 General Directorates. 

The Commission is accountable to both the Council and the Parliament. A Court of Justice 

and a Court of Auditors complete the institutional architecture. 

The EU functions on three different decision mechanisms, reflecting different degrees of 

integration of policies into a shared agenda. Within the European Community (EC) Treaty, 

for policies known as “Common Policies” (such as agriculture or transport), decisions are 

taken at the supranational level and European institutions lead the process. For others, 

known as “Community Policies” (such as education or environment) the role of the 

European institutions is subsidiary to national governments. Finally, within the EU treaty, 

a third mechanism of decision-making exists, known as intergovernmental co-operation, 

and works on the basis of ad hoc agreements (such as police or defence).   

The legislative role of the institutions varies according to the mechanism of decision-

making. For common and community policies the Commission initiates the process. The 

Council and the Parliament decide, on these policies, through a co-decision procedure,  

where power is equitably shared. In the case of intergovernmental co-operation, initiative 

can come either from the Commission or the Member States and the Parliament may be 

only consulted or informed.  

Common and community policies budget decisions also involve both the Council and the 

Parliament. The former ultimately decides on the obligatory expenses related to the 

implementation of the Treaties. The latter is given a significant margin of manoeuvre 

(almost half of the budget) to create special budget instruments aimed at reinforcing or 

supplementing intervention capacities insofar as they remain within the mandates defined 

in the Treaties. For intergovernmental co-operation, Member States usually contribute on 

an ad hoc basis. 

I.2. Mechanisms of Decision in Development Aid 

The development co-operation belongs to the group of community policies. It has been 

included in EC activities from the early days but co-exists with Member States own 

development aid.  
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Figure 1 summarises the decision mechanisms for the elaboration of policies in 

development aid and the structures and instruments involved in policy implementation. 

Four Commission Directorates are involved in development co-operation, primarily 

External Relations and Development but also Research and Trade when relevant.  The 

Research Directorate has the capacity to develop programmes dealing with development. 

As trade and development issues often interact, mechanisms for consultation, co-ordination 

and co-operation exists between the different Directorates.  

Development and External Relations Directorates retain the overall political 

responsibilities for strategic planning and programming with country as well as sector 

policy design. Bilateral negotiations between the Commission and recipient countries 

initiate the aid process, defining priorities formalised in a Country Indicative Programme 

or a Country Strategy paper.  

An office for European Development Co-operation was created within the Commission in 

2000, known as Europe-Aid or sometimes as AIDCO. Its role is to design, implement and 

evaluate programmes and projects as defined in the country strategy or indicative 

programme. Europe-Aid is organised in five geographic directorates and five operational 

directorates which deal with thematic and administrative issues, providing human 

resources, finance and management support for aid implementation, in close collaboration 

with in-country Delegations.  

Most of the development co-operation programmes are based on a financial agreement 

between the Commission and the recipient government, which sets the objectives, rules 

and conditions of implementation. The execution is carried out on a contractual basis, 

usually with private firms but also with other organisations such as the United Nations 

agencies or non-governmental organisations (NGOs) depending on the content or the 

partnership envisaged. Some budget lines such as emergency aid do not require a formal 

financing agreement with the recipient country. 

Proposals for financing decisions are examined by a Member States-Commission Advisory 

Committee. Passage requires a qualified majority. Member States’ votes are weighted 

based on the country population and a threshold of votes is required for approval. Since the 

latest 2000 Nice Treaty, votes for approval also need to represent at least 62% of the 

population of the European Union as a whole.  
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II. Development Aid 

II.1. Overarching policies 

The European Community development co-operation mandate has existed since the 1957 

Rome Treaty but was really shaped in the 1992 Maastricht Treaty which defined a set of 

objectives for the European Community’s external aid2: 

• Sustainable economic and social development, especially to the poorest; 

• Smooth and gradual integration of developing countries into the world economy; 

• Fight against poverty in developing countries. 

The 2000 Nice Treaty added to the above: 

• The observance of human rights, fundamental freedoms and the development and 

consolidation of democracy and the rule of law. 

In the 70s and 80s, development co-operation, in line with the thinking of the time, focused 

on integrated rural development and infrastructures. Choices also reflected the human 

resources (mainly economists, political scientists and agronomists) available in the early 

days when the Commission mandates were essentially geared toward economic issues. 

Table 1 summarises the main features and strategic priorities of the Commission’s 

development aid policy papers. Poverty alleviation has been at the core of development 

strategies from the very start, as well as concerns about equity, human development and 

strategies adapted to the local context. The Commission’s policy strengths have been its 

horizontal approach and cross-sector dimensions such as human development, 

democratisation, gender a nd the importance of health.  

II.2. Budget instruments and financial contributions  

The first major development co-operation instrument was created in 1975, known as the 

Lomé Convention for Africa, Caribbean and Pacific (ACP) countries. It has been regularly 

renewed over the years and the latest Convention, signed in 2000 in Cotonou, includes 77 

ACP countries. The financial resources come from the European Development Fund 

(EDF), to which Member States (MS) contribute directly and separately from their 

contribution to the Commission regular budget. The Commission manages the fund. 

For other parts of the world the main instrument used is called Technical and Financial Co-

operation. Created in the early 1980s, it uses the Commission’s regular budget. Co-
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operation for Asia, Latin America and the Mediterranean regions as well as the 

Community of Independent States (known as the TACIS programme) is primarily 

addressed through these budget instruments. The programme for Central Europe (known as 

the PHARE programme) was moved to the Directorate for Enlargement in 1999. In the 

prospect of incoming country adhesion to the EU, investments are no longer considered as 

development aid3.  

Over the years, development aid capacity was supplemented by a number of instruments 

such as the NGO budget line or the European Co-operation Humanitarian Office (ECHO), 

as well as through numerous country or thematic lines created by the Parliament. In total, 

about 70 budget headings are available for development aid, based on 80 separate 

legislative documents and using 40 different financial procedures.  

In terms of information about the Commission’s financial contribution, the two main 

sources are the Organisation for Economic Co-operation and Development (OECD4) and 

the Overseas Development Institute (ODI). Figures from the two sources do not always 

agree and depend on whether the Commission is considered as a bilateral donor when 

funds emanate from the Commission budget or as a multilateral donor for funds where 

Member States contribute directly, as in EDF.  

According to OECD (1), the Commission's Overseas Development Aid (ODA) grew 

during the 80s and the 90s at an average annual rate of 5.3% in real terms, contrasting with 

a 0.8% overall fall within the Development Assistance Committee (DAC) members of 

OECD. In 1995, a 7.1 billion Euro contribution made the Commission the second ranking 

multilateral donor, after the International Development Association (IDA) of the World 

Bank and before UN agencies. For 1998 total ODA from OECD countries amounted to 51 

521 million US$ of which 23.3% was channelled through multilateral organisations and 

about 10% through the European Commission (2). When considered as a bilateral, i.e., 

without EDF, the Commission ranks fifth after Japan, USA, Germany and France. 

                                                                                                                                                                                                    
2 Article 130 U-Y of 1992 Maastricht Treaty, renumbered Articles 177-181 in 1997 Amsterdam Treaty. 
3 Latest EU Summit in Nice, December 2000, confirmed that the enlargement would start by 2003, without, however, 
confirming which countries would be eligible.  
4 The OECD includes 29 member countries of which 23 are involved in development co-operation: the 15 EU Member 
States, Australia, Canada, Japan, New-Zealand, Norway, Switzerland, the USA and the European Commission, enlisted 
as a country. 
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At the end, the figures worth remembering are that the European Union, comprising 

Member States and the Commission, accounted for 53.7% of aid world-wide and non-EU 

countries for 46.2% (Table 2).   

The Commission’s total ODA for 1998 reached 7 770 Euro (3). Commission sources 

estimate 1999 total ODA commitments at 9 000 million Euro and 2000 commitments at 

7600 million Euro. 

III. Aid in Health 

III.1. Policies 

The Commission policies in development aid have evolved over the past decade. The 

social sector has gained in importance relative to infrastructure, rural development and 

food aid.  

In the health sector, the evolution has conformed to international trends. The Commission 

has complied with the conclusions of the United Nations Summits of Cairo (1994) for 

Population and Development, of Copenhagen (1995) for Social Development and Beijing 

(1996) for Gender and Development, which have rehabilitated the social agenda. It has 

endorsed the current thinking of the necessity to rehabilitate the social agenda based on the 

1997 World Report, stressing that economic growth is important but not sufficient to 

ensure that equitable development has maintained the momentum on social investment.  

Table 3 summarises the main Commission policy documents for Health, AIDS and 

Population.  

The Commission’s first health policy paper, published in 1994, basically reflects the WHO 

1978 Alma-Ata conference consensus, in that it is geared towards primary health care. It 

also reflects the overall concerns of the international community about adequate resources, 

inequities in access, the importance of developing local capacities and planning skills as 

well as the necessity to consider the health system as a whole.  

Equally, the recognition of health being both a determinant and a consequence of the 

economic environment (4) has prompted the Commission, in line with other donors, to 

develop policies reinforcing the fight against such diseases as malaria, tuberculosis and 

HIV/AIDS. 

III.2. Contributions to health  
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Development aid is said to have decreased in global terms but the attention given to health 

has not stalled. For 1998, OECD figures estimate the total allocation to health, population 

and education of DAC countries at 15.5% of a total of 51 521 billion dollars. The 

magnitude of resources provided by major multilateral donors is difficult to establish. 

Figures are basically not comparable as their budget structures and financing mechanisms 

differ considerably but an order of magnitude can be defined.  

In the 90s decade, the World Bank loans agreements have reached an annual average of 1.3 

billion dollars (5). In the United Nations agencies, WHO total annual budget has only 

slightly increased in the past ten year, from 550 million to 750 million dollars. The annual 

contribution of UNFPA and UNICEF were equally consistent with an annual average in 

the order of 400 and 600 million dollars respectively, although not exclusively related to 

health (6).  

By contrast, the Commission’s commitment to health is reported to has grown steadily and 

rapidly in volume from 175 million Euro for the 1984-1994 period to over a billion Euro 

between 1995-1999 (6). A Commission study estimates an annual average of 500 million 

US$ (7). This amount is, however, underestimated because of the variety of the 

Commission’s financial instruments, the headings of which do not always allow for 

determination of whether health activities are included. Health-related actions can use as 

many as 20 different financial instruments, either regional, country-based, related to 

specific thematic or aimed at specific partners.   

The Commission investments, when collecting all budget instruments have lately been 

estimated at 4.2 billions Euro (8) for the decade of the 1990s, 75% of which were 

committed between 1995-1999.  

Table 4 provides for 1998 an estimate of the share of health activities channelled through 

geographic and thematic budget lines, which are available horizontally to all geographic 

Directorates. It does not include health activities that were carried out through special 

country budget lines, which cannot be identified as such in the Commission’s present 

management and information system. 

IV.  The reform of the Commission’s Development Aid  

EC development aid has recently been questioned both internally and within the 

international aid community. The 1998 Peer Review of the OECD points out the 
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complicated organisational framework, proliferation of budget lines and regulations, as 

core problems that lead to “a splintered policy framework”. The report, underlining the 

lack of consistency in project identification, implementation, procurement and evaluation, 

says “the Commission must pay a heavy price in organisational efficiency and 

effectiveness”. The report also insists on the need to improve project design and to put 

more emphasis on the evaluation of performance.  

Recently the Vice President of the budget control committee of the European Parliament 

expressed the view that “regrettably, the EU's foreign assistance has one of the worst 

reputations for being slow and bureaucratic, ineffective and inflexible”. She also pointed 

out the problem of “cumbersome regulations dictated by the EU Member States” that 

undermine the Commission's effort (9).  The Commission is known to have few in-house 

experts. For the health sector during the 1990s, only five medical or public health experts 

were based in Brussels to cover world-wide preparation of programmes; regional 

decentralised expertise was as limited. The management was also unmatched to the 

financial capacity, with one financial officer often handling more than 100 files.  

To face these problems, in 1998 the Commission started an important reform process 

involving the Development and External Relations Directorates (10). The on-going reform 

includes a reorganisation of the different departments in order to concentrate the expertise, 

the streamlining of internal procedures in order to simplify the decision process and the 

revision of financial regulations in order to rationalise the funding mechanisms. The 

reform is primarily geared toward the devolution of larger responsibilities to in-country 

Delegations. The Delegations will gain some autonomy including a financial capacity for 

interventions to be decided and implemented on a local basis, and the devolution of 

technical expertise in country.  

The creation of the Europe-Aid Co-operation Office is part of the reform. In the long run 

the Office is expected to evolve towards a public-private structure, with only a limited 

number of permanent staff based in Brussels but with wide opportunities to recruit 

technical and administrative expertise from outside the institution, particularly for in-

country Delegations. There is not yet a full consensus on how the public -private mix can 

be worked out, particularly with regards to legal responsibility of handling public funds. 

Nonetheless, the budget authority has accepted the hiring of about 500 new Commission 
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staff up to 2003 for development aid and the hiring of individual technical experts to 

reinforce the implementation capacities. Most of these human resources are to be assigned 

to Delegations.   

In addition, the Commission has also undertaken the difficult task of rationalising its 

financial instruments, bringing the forty possible financial procedures down to four and 

simplifying the administrative procedures for decision and implementation. The 

streamlining of current activities might still take sometime. As the Commission’s website 

mentions, Europe Aid activities for 2001 represent concluding around 3000 financing 

decisions, processing about 35 000 payments, launching more than 3000 tenders and 

handling over 8000 contracts, still a considerable task until the simplification of procedures 

is completed and additional human resources are secured. 

The co-ordination and coherence of development policies is one of the major challenges 

the Commission has to face when various directorates are involved, and decisions are to be 

negotiated with Member States expressing different interests. Policies on agriculture and 

fisheries, for instance, can easily conflict with environmental concerns, social issues or 

trade. The resulting policy always expresses a compromise of technical as well as political 

influences. The policy-mix, compulsory in an organisation not dealing exclusively with 

development issues, is one of its strongest assets when compared to other multilateral or 

even most bilateral donors. The horizontal, consultative and co-ordination work among 

Directorates that the Commission has to carry for a development position allows a more 

comprehensive approach of the variety of issues embedded in aid. 
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Conclusion 

The on-going reform of development aid in the Commission represents an immense 

challenge. In the view of the current difficulties, some Member States may, indeed, 

contemplate devolving back development aid to national levels. Considering that 

development is a “community” and not a “common” policy, such a possibility should not 

be underestimated. Europe, however, could lose in the process a lot of its credibility and 

influence to play a significant role within the international aid community. It would 

inevitably mean that aid would be more tied to Member States interests. It would also 

mean a decrease in the overall financial impact capacity while, internationally, the trend is 

to pool funds. Ironically, when one considers that one of the major criticisms addressed to 

the Commission is a lack of coherence, it would also carry a greater risk of splintered 

policies and scattered projects. At last, it would mean less influence in the international 

community, and less capacity to voice the values of the European social model and the 

principle of increased solidarity with Southern countries embedded in the Treaties. 
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Figures and Tables 

 

Figure 1: EU Institutions and Mechanisms of Development Aid  
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Table 2: 1998 Development Aid. Source OECD 
 Amounts % 

EU Member States 27 686 53.7 
Non EU Countries 23 835 46.3 

Total 51 521 100 
 

 

 

 

 

 

 

 

 

 

 

Table 1: Development policies 

Horizon 2000 – SEC(92)215.  
Strategic priorities: 
1.  Insertion of developing countries in the world economy 
2.  Fight against poverty focus on economic development 

Fight against poverty – COM(93)518. 
Strategic priorities:  
1.    Equitable growth  
2.    Intervention adapted to local contexts 
3.    Sector policies focused on human development 

Development Policy – COM(00)212.  
Strategic priorities: 
1. Linking trade and development 
2. Support to macroeconomic policies 
3. Equitable access to social services  
4. Transport and Communication 
5. Food security and rural development 
6. Reinforcement of institutional capacities  
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Table 3: Health, AIDS and Population 

Health - COM(94)77. 
Strategic priorities: 

1. to ensure that the health dimension is taken more fully into account in development policies, 
particularly in structural adjustment programme; 

2. to help correct structural imbalances in health systems, and support basic services; 
3. to facilitate institutional reform by building capacity at central level and supporting 

decentralisation; 
4. to help countries develop systems to measure and mobilise resources more efficiently. 

HIV/AIDS - COM(93)479 and Council Regulation – 550/97. 
Strategic priorities:  

1. to reduce the sexual and peri-natal transmission while preventing discrimination and exclusion 
of people at risk of infection or living with HIV and AIDS;  

2. to reinforce health and social services so they can cope with the growing demands  
3. to help governments and communities to assess the epidemic’s impact on different economic 

and social sectors and to define and implement strategies to cope with it; 
4. to develop scientific understanding of the epidemic for improving interventions quality. 

Population - Council Regulation - 1484/97. 
Strategic priorities: 

1. to enable women, men and adolescents to make a free and informed choice about the number 
and spacing of their children; 

2. to contribute to the creation of a social, cultural, economic and educational environment 
conducive to the full exercise of that choice; 

3. to help develop or reform care systems to improve access and quality of reproductive health. 

Communicable Diseases – COM(2000)585.  
Strategic priorities: 

1. Reaching optimal impact of existing interventions, services and commodities targeted at the 
major communicable diseases affecting the poorest populations. 

2. Increasing affordability of key pharmaceuticals through a comprehensive and synergistic 
global approach. 

3. Increasing investment in research and development of global goods targeted at the three major 
communicable diseases. 
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Table 4: Commission’s financing for the health sector 1998  

Financial Instruments Million Euro % for Health  

Development Co-operation   

- FED 2 200   30 % 

- Asia 225  30 % 

- Latin America 450  35 % 

- Mediterranean 1 100  40 % 

- Eastern Europe and former Soviet Union 1 729 30 % 

Research 200  25 % 

Special Instruments   

- NGO Co-financing  204  30 % 

- ECHO (emergency aid)  619  50 % 

- Refugees 60  40 % 

- Rehabilitation 317  20 % 

- Gender 1.5 10 % 

- HIV/AIDS - Population 40 100% 

 

 

 

 

 

 

 

 

 

 


