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Introduction
Papers I and III clearly indicate that one of the most concrete ways the EU could demonstrate their support of the treating-Africa-as-one principle enshrined in the Joint Africa-EU Strategy (JAES) and supporting the continental integration agenda, as promoted by the AU, would be to create a dedicated pan-African financial instrument.

The EU’s financing of international development cooperation has grown in an ad-hoc fashion over the past half century since the EU’s Treaty of Rome in 1957 and the current array of financing instruments managed by the European Commission reflects the gradual evolution of the EU’s relations with and policies towards different parts of Africa. 
As shown in Paper I ands III the EU’s funding for international cooperation with Africa comes very largely from three geographic instruments: the EDF
 for African ACP countries, the TDCA
 for South Africa and the ENPI
 for the five North African States.  Each of the three has its own logic, reflecting the EU’s different relations with each of these countries or groups of countries.  The EDF is the EU’s oldest and most important fund for development cooperation destined for LDCs and poorer countries, many of which are also EU member states ex-colonies, who chose to sign the Yaoundé, Lomé or Cotonou Agreements and join the ACP Group.  The TDCA is EU’s response to the end of apartheid and the establishment of democracy in South Africa.  While South Africa is a signatory to Cotonou it is not a beneficiary of the EDF largely because its needs were deemed to be rather different from those of its neighbours. The ENP grew out of the EU’s policies to maintain good relations with its immediate neighbours around the Mediterranean and eastwards towards the ex-Soviet Union in the framework of a strategic economic and security partnership.  

Until the EU started developing close relations with the AU in 2003 the need for a dedicated financial instrument to fund pan-African work simply did not arise. However, in the first Strategic Plan of the AU (2004-2007) the issue of funding pan-African agendas was put on the table by the newly established African Union Commission (AUC). The AU welcomed the political support received by the EU for the renewed attempt to foster continental integration. Yet it raised the hope that the EU would also be prepared to financially support this continental integration agenda by providing specific funds for this purpose. This request for “dedicated funding” for integration processes was reiterated during the programming process of the Euro 55 million Euro support programme to the AU (derived from the 9th EDF all-ACP funds)
 and during the negotiation of the JAES.  As yet, this clearly articulated request from the African side has not been taken up by the European side and no serious effort has been made to set up such a dedicated pan-African envelope.
Coping with the current instruments 
The need for pan-African funding arose first in the area of Peace and Security (even before the formal establishment of the AU).  The EC displayed creativity and imagination at this initial stage. After a 10 million Euro support programme to peace building activities funded under the 8th EDF
, the Africa Peace Facility (APF),established by the Commission was made possible by African leaders agreeing (at the AU Maputo Summit) to a small proportion of their national EDF allocations being allocated to the Facility.  This was then matched Euro for Euro by funds from the intra-ACP envelope of the 9th EDF.  The agreement of the African leaders was important to demonstrate the political will of African states, but it was also legally necessary so as to be able to draw money from the National Indicative Programmes (NIPs) and to comply with the co-decision principles of the EDF
. Then both the ACP Committee of Ambassadors in Brussels and the EU member states’ own EDF Committee had to agree to the allocation from the intra-ACP envelope.  The arrangement was thus not simple and required considerable effort, creativity, political capital and procedural inventiveness to engineer so as to be able to use the available instruments in a way that had not been foreseen when they were established.  

Subsequent top-ups to the APF and other grants to the AU have been simpler to arrange partly because of the political precedent created by the first APF decision and partly because it was possible to prepare the ground more carefully.  However, all these grants have still required considerable administrative effort to organise and fairly cumbersome approval procedures.  Most of them have continued to be financed from the intra-ACP envelope of the EDF.  This continues to require the approval of both the EU EDF Committee and the ACP Committee of Ambassadors, neither body being ideally suited to this purpose.  

Unfortunately, over time this initial political drive and creativity (including in procedural terms)  has no longer been so evident and has not extended to the EU developing a comprehensive and consistent financial strategy for the pan-African integration process. Instead of exploring ways to create a dedicated pan-African envelope for this purpose the choice was made to go on funding AU related programmes essentially through the EDF’s intra-ACP fund. This policy has continued even after the signature of the JAES, despite recurrent concerns expressed by both African and European stakeholders that this was not the most appropriate way to fund pan-African integration agendas. 

The basic reason why the intra-ACP envelope is not ideally suited for this purpose is quite simply that it was originally destined to be used on across-ACP projects, thus activities that serve the common needs for all or at least a majority of the ACP member states.  Usually therefore it is not used just in one ACP region. Moreover, it is conceived as a flexible fund to provide for a variety of (competing ad-hoc) priorities. This becomes clear if we look more closely at the functioning of this intra-ACP fund.

The ACP Committee of Ambassadors is made up of all 79 ACP Ambassadors including those from the Caribbean and the Pacific and is administered by the ACP Secretariat which has other priorities than pan-African issues as its mandate is to look after the interests of the whole ACP Group.  While the African Ambassadors are in a majority in the Committee Group (48 members out of 79) and there is considerable goodwill towards Africa and understanding of its needs, the Caribbean and Pacific Ambassadors also have the duty to look after their own countries’ interests.  The African Ambassadors cannot therefore assume that they will always be sympathetic to funding requests for pan-African projects.  Equally, once approval is given by the Committee, the Secretariat has to administer and sign for all payments made from the intra-ACP envelope.  Again while basic goodwill and understanding is there, these officials have the prime duty to ensure the interests of all ACP member states are served.  Equally many of them are not African and if they come from the Caribbean or the Pacific they may feel that their own regions are not getting a fair share of the funds.

The same is true in the EU’s EDF Committee where the member states representatives are charged with ensuring the EDF is used to fund worthwhile development programmes and projects throughout the ACP and not just for its African members.  Again while there is sympathy for Africa’s particular needs that is not always the sole or even priority concern of these officials.

Another major difficulty has been that formally speaking the EDF is only for use in the geographic area of the ACP and not therefore in the territory of the five North African members of the AU who do not belong to the ACP Group.  A strict interpretation of the rules would therefore mean, for example, that funds in the APF could not be used for funding AU peace keeping operations in one of these North African countries or again that some of the EU’s Euro 55 million institutional development grant to the AU could not be used to fund the participation of for instance Algerian or Egyptian delegates to an AU meeting.  This rule has however been changed during the 2005 Revision of the Cotonou Agreement to make it possible for EDF funds to be used by regional organisations whose membership includes some non-ACP countries.   At one point it was hoped that this situation might also be rebalanced by using funds not just from the EDF but also from the ENPI, however this approach has never materialised, amongst others because the idea met with resistance on both the European and the African sides, where officials responsible for administering the ENP funds and approving their use are not convinced that pan-African projects were the best use of the ENPI. On the other hand, it could be argued that the opportunities to overcome these divisions and construct ‘win-win’ situations (as with the APF) were politically not pushed nor adequately explored and exploited.
Over the 6 years since the first (Euro 12 million) EU grant to the AU, European Commission officials have thus sought various solutions to get round the fact that formally speaking they had no financial instrument at their disposal to fund pan-African projects.   Their efforts have also been supported by the representatives of EU member states and the Caribbean and Pacific Ambassadors, working with their African colleagues, who sit in the relevant committees and have to approve the grant proposals.  Funding has been forthcoming, but it is clear this system is not as streamlined or as efficient as it should be for a major component of the EU’s international relations.  There are thus good practical reasons, as well as policy reasons, for changing the system and adapting it to current priorities. 
The procedural openings exist as well. As further elaborated in Paper IV, the revision of the Cotonou Agreement in 2005 made it possible to use EDF funds for non ACP countries in the framework of a recognised regional organisation. Furthermore it allowed the ‘pooling’ of funding between two instruments (EDF and ENP, Furthermore, the question of the eligibility of the AU as a regional organisation had also been resolved. The opportunities therefore exist to set-up a pan-African envelope, with the additional advantage of avoiding interference with the normal functioning of the intra-ACP envelope.
The advantages of a dedicated financial envelope
The clear advantage of a financial envelope dedicated to funding pan-African programmes is that it could be set up to meet the specific needs of the work and organised in a way that was in line with the institutions on both sides, that is in the AU and in the EU.  The priorities for the use of the fund could then be set jointly, the programmes approved by committees dedicated to this end and administered by officials for whom this was a prime objective.  The use of the funds could thus be directly tied to the priorities established in the JAES.  This would also have the advantage of giving the AU greater predictability of funding, as the programming would be undertaken on a multi-annual basis with a cycle of probably 5 years involving also periodic review and adjustment moments as per the normal administration pattern for EC funding. 

The most important advantage, however, is that it would give AU officials and AU member state committees much clearer control and responsibility over the funding the EU puts at their disposal.  There would no longer be any need to rely on the goodwill of officials from the Caribbean and Pacific to approve grants. It would be one of the AU’s own officials who would be the formal Authorising Officer for each payment.  It would also make it easier for the European Commission to use a direct budget support modality
 instead of a project or programme funding modality once the necessary financial management systems and procedures had been established at the AU Commission.  

How to construct such a pan-African instrument 

There are several ways that a pan-African instrument might be constructed.   One possibility would be to create such an Africa envelope alongside the other geographic envelopes for Asia, Latin America and other regions in the EU Budget’s DCI (Development Cooperation Instrument)
.   The EU Budget is, after all, where the EC funding for North Africa through the ENPI is situated. However, this would not follow the logic of the bulk of existing EC funding for Africa which is handled through the separate EDF.  

Thus the most straightforward approach would probably be for the ACP and EU to formally recognise the AU as one of the regional organisations which should receive a regional indicative programme from the EDF.  This does not require a change to the Cotonou Agreement, but simply an agreement that the AU is a duly mandated regional organisation to receive funding for a regional programme
.  
Once this was done the EC would be able to allocate funding for an AU regional indicative programme on the same basis as it does for the African RECs such as COMESA, ECOWAS or SADC.  An AU Authorising Officer would then be nominated
 who would be responsible for programming the funds allocated and drafting the Regional Strategy Paper (RSP) and the Regional Indicative Programme (RIP) along with the Commission Delegate.  Subsequently he would have the authority to co-sign with the EU Delegate all payments under the AU RIP. As the 10th EDF is now in mid-cycle (2008-2013) the easiest moment to set this up from a procedural point of view would be at the time of the preparation of the 11th EDF, probably in 2011 or 2012, but there would also seem to be scope to do this earlier and given the importance of resolving the funding issue in order for the JAES to thrive it would seem politically important to tackle this issue as soon as possible.  
The ENPI also offers scope to establish multi-country programmes
 for regional cooperation.  These are administered by a nominated authority which can be a public body or a state organisation at a regional level
.  Like for the EDF, the rules of the ENPI have also been adapted to allow funding of regional projects to include countries that do not fall under the Neighbourhood group of countries, including explicitly, those covered by the EDF
.  It would seem therefore that there is no regulatory obstacle to also having ENP funding for a regional programme administered by the AU Commission.  The current ENPI coincides with the EDF cycle and lasts till 2013.  As with the EDF above, a good moment to establish such a regional programme from a procedural point of view would be at the start of the next funding cycle.  This would require preparation in 2011-12.  However, given the changes already made to the the CPA, the ENP Regulation and the regulations for both the EU Budget and the EDF it would even seem possible to set this up before 2013 and this possibility should certainly be explored. 
In the spirit of the Africa-as-one principle, it is clearly politically important that a new pan-African budget envelope is funded from all the EU’s current geographical envelopes and not just the EDF even if it is the largest.  Two possible constructs for funding a pan-African envelope from several sources seem possible:

1. First one could imagine two parallel Regional Indicative Programmes (RIPs) , one funded from the EDF and one from the ENPI, that together supported the implementation of a single AU strategy such as the Joint Africa-EU Strategy.  
2. Ideally, however one would go further and use a formula based on a ‘pooling’ of funding from the EDF, ENP and TDCA  to create one single pan-African financial envelope. This would obviously entail a political process of dialogue between the various actors involved. Yet it might prove the most effective and efficient way forward as it could facilitate the definition of a truly shared agenda of continental priorities and reduce administrative complexity.

The modalities would have to be explored, but the regulations do not appear to block the latter construct and they certainly appear to allow for two parallel envelopes working in close coordination, which together would then de-facto be the basis for an overall pan-African funding instrument.  The administration of an envelope with funding from two sources might however create complications in that the EDF and the EU Budget do still have separate financial regulations and procedures.  Although over the past 5-10 years various steps have been taken to bring these into line with each other, so that this should now be easier, there are still examples of such dual source for the funding causing difficulties
.  There are therefore also practical reasons to prefer the second option.
The importance of establishing such a pan-African envelope quickly is further reflected in the lack of meaningful alternatives. In the current financial crisis conditions there is little scope for additional donor funding.  One should also not expect a major breakthrough in current attempts to “mainstream” the JAES during the mid-term review, even though these efforts are to be applauded, as there are inherent limitations to the adjustments that can be made in such review processes. They may create some space for new pan-African initiatives (especially at regional level) but this mainstreaming exercise cannot be a substitute for a coherent pan-African envelope (for more details see Paper III).
In conclusion it is important to not only establish this pan-African envelope quickly but it is also possible to do so. The key condition is really political will.  If the partners are serious about moving the JAES forward then the political will has to be found to make the changes and persuade other actors whose support will be required, such as the ACP Group, that it is vital to progress on this issue.
Looking to the Future

The key institutional event on the horizon for the EU at present, is the possible ratification of the new Lisbon Treaty on European Union which will be confirmed in the last weeks of 2009 and probably enter into force on 1 January 2010.  The Lisbon Treaty will have a number of effects on the organisation of EU external action, but the overall impact is expected to be a trend towards greater coherence in policy.  This will also be reflected in the administration of EU representation on the ground, with the Delegations henceforth formally coming under both the General Secretariat of EU Council of Ministers and the European Commission
 rather than just the latter.  For African partner countries and RECs across the continent this should simplify things as EU political affairs will become more closely tied in with other issues such as EU development cooperation or trade.  However, for the AU this change has de-facto already occurred as the current EU Ambassador to the AU is both an EC Delegate and a Special Representative of the Secretary General of the Council of the European Union.

What is perhaps of greater importance is that the introduction of the Lisbon Treaty and the appointment of a new European Commission create a major opportunity for the reorganisation of the Commission services under a new set of Commissioners whose portfolios still need to be decided.  In particular this provides a unique opportunity to overcome the historic split in the Commission external services where relations with the ACP and the EDF are managed by one DG (DG Development) and those with North Africa and the ENPI by another (DG RELEX).  This split has been at the roots of many of the difficulties experienced in managing the EDF and the ENPI in a coordinated fashion.  EU relations with the AU have clearly fallen under the purview of DG Development whereas DG RELEX has often felt sidelined.  It is to be hoped that in the distribution of the new portfolios to his Commissioners the recently reappointed President of the Commission José Manuel Barroso can resolve this split
.  This would then create a more sympathetic political environment for making progress on the single pan-African funding envelope.

One of the early tasks of the new Commission will be to start preparing the next EU ‘financial perspectives’ or multi-annual budget that will run from 2013. Preparations will start already in 2010 as this is always a long drawn out exercise involving much negotiation. This will be an opportunity to change the construction of the budget and renew or reconfirm the major policies that go with each budget line.  There is thus likely to be some reassessment of both the European Consensus on Development that is linked to the Development Cooperation Instrument (DCI) and of the European Neighbourhood Policy that guides the ENPI.  While no real changes of policy or indeed of these instruments are really needed to improve the position for pan-African programmes it is nevertheless important to keep an eye on these preparations as, from time to time, it may be necessary to introduce new ideas or proposals into the debate to help the creation of a pan-African funding envelope progress. 
The preparation of the new EU multi-annual budget will coincide with the preparation of the next EDF.  A possibility therefore exists that the EDF might be integrated into the EU budget from 2013 rather than kept separate as up to now.  As the ENPI is already part of the external chapter of the EU Budget, such a ‘budgetisation of the EDF´ as it is known, would tend to simplify the administrative aspects of setting up a single pan-African envelope based on contributions from both the EDF and the ENPI.  In particular, the envelope would then be administered according to one financial regulation (that of the EU Budget) which would avoid any possibility of contradictions emerging.

Conclusions

Over the past years that the European Commission has been trying to mobilise funds for the AU in ways that were both innovative (e.g. the Africa Peace Facility) or less than optimal (e.g the use of intra-ACP funds to finance African-driven processes of integration). They have thus sought to use existing financial instruments in a flexible manner to provide financial support for cooperation that was not really envisaged at the time these instruments were established. Where possible, opportunities have also been used to make adjustments to the existing regulations so as to facilitate this type of arrangement as much as possible.  However, although the administrative constraints have been gradually reduced the political landscape and policy framework have not been as easy to change.  As a result the underlying problem has not been tackled and, even after the JAES was formulated, with its political ambition to establish a continent-to-continent partnership in support of the African integration agenda, no progress has been achieved in creating an corresponding financial instrument in the form of a pan-African envelope,  to implement effectively this new agenda.  

The time now seems ripe for concrete action if the EU is serious about promoting the continental integration agendas triggered by the AU.  Not only is the next Africa-EU Summit on the horizon but institutional changes are taking place in the EU that provide openings.  The likely introduction of the Lisbon Treaty in January 2010 and the simultaneous appointment of the new Commission, followed by a period of preparation of the next EU multi-annual Budget by 2013 creates considerable opportunities for change and is therefore a particularly opportune moment to create as soon as possible a single pan-African funding envelope.  This would have distinct advantages for all concerned in both administrative and policy terms.  The real question therefore is whether the EU and the new Commission in particular, will have the political will to push for such a change and whether this will be encouraged and finally approved by the EU member states.

	Key Messages

· There are major strategic and operational advantages to urgently establishing a dedicated pan-African envelope to push forward the JAES agenda 
· No serious practical progress has been achieved in setting-up such an envelope despite the existence of procedural openings to do so

· Funds for a single pan-African envelope should ideally be based on a pooling of funding from the three existing sources (EDF, ENPI and TDCA) to reflect the continental focus of the envelope and the full ownership of all parties.
· The possible adoption of the Treaty of Lisbon on European Union and the aligning of programming cycles of ENPI and EDP provides opportunities to put in place a more coherent institutional framework within the EU to relate to the JAES and to ensure the strategic funding it needs to prosper
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� EDF: European Development Fund, the financial protocol to the ACP-EU Cotonou Partnership Agreement 


� TDCA: Trade & Development Cooperation Agreement between the EU & South Africa


� ENPI: European Neighbourhood Policy Instrument


� This support programme of Euro 55 million is primarily geared to supporting the institutional development of the African Union (Commission and other Organs). It seeks to enable these various institutions to effectively display their roles, undertake strategic activities and account for the use of external resources used.


� The grant was for Euro 12 million, the balance of Euro 2 million being provided for AU institutional development purposes


� C.f. Annex 2 to paper III


� This modality would normally be executed by establishing a ‘contribution agreement’ between the EC and the beneficiary organisation. This then allows the funds to be administered according to the organisation’s own financial procedures rather than according to the generally more complicated procedures of the EDF.  Such a contribution agreement can be established once the organisation’s financial management systems have been audited by an external agent and certified as meeting international standards.  Among the African RECs COMESA has already achieved this status and has a contribution agreement with the EC in place and work is on-going in the AUC to achieve a similar status.


� The DCI is the source of funding for all the EU’s geographic instruments (apart from the EDF for the ACP) and of the thematic instruments (that includes environment, etc) that benefit all developing countries.


� Chapter 2 of Annex IV of the Cotonou Agreement relates to programming at the regional level and Article 8 in this annex refers to ‘a duly mandated regional organisation’.


� National Authorising Officers (NAOs) are usually Ministers of finance or planning and RAOs (regional AOs) are usually the Secretary General of RECs.  On that basis one would assume the AU Commission Vice-President responsible for Finance would be the AO for the AU.


� Article 6 of the ENP Regulation of 2006, Official Journal of the EU, L310/5, 9.11.2006


� Ibid, Article 10


� Ibid, Article 27


� It has for instance so far proved impossible to merge EDF and EU Budget funds for the funding of the Indian Ocean Commission even though some of the island members of the IOC are EU member state overseas territories and therefore entitled to EU regional development funding.


� In the EU, unlike in the AU, these are two separate institutions which can cause difficulties. Bringing them closer together particularly in the area of EU external action is one of the main innovations of the Lisbon Treaty. 


� In the run-up to the appointment of the next Commission there have been a growing debate in Brussels about the desirability of resolving this split.
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