EU Code of Conduct on Complementarity and Divisiorof Labour in
Development Policy

This Code of Conduct presents operational prinsijfde EU donors regarding complementarity in
development cooperation. Their aim is to enhantecefeness by improving overall development
results and impact for poverty reduction and reglyiche transaction costs, through a division of
labour between donors.

The Code proposes an inclusive approach that is tupall donors.

The Code is embedded in the principles of ownersilignment, harmonisation and management
for results and mutual accountability of the P&@#exclaration as well as the additional objectives

and values highlighted by the European Consensus.

The Code is voluntary, flexible and self-policinly. is a dynamic document that establishes

principles and targets towards which EU donors stiilve to work progressively and accordingly.

The partner country should be responsible for doatthg donors. EU Donors will encourage and
support the partner country to assume that respidibhsiwhile structuring themselves, in an

appropriate manner, using — where appropriate d gagsting practices as inspiration.

EU donors will base their engagement on the belotned principles. These principles have to be
approached in a pragmatic and flexible manness ldped that other donors will want to commit
themselves to abiding by it and are invited to ipgrate and base their activities on similar

principles as those outlined in this Code of conduc

1 At its meeting on 15 May 2007, the General Affairsl External Relations Council and the Represengatifthe Governments of

the Member States meeting within the Council, agidpihe Conclusions set out in the Annex to this.note



General principles

EU donors (the Member States and the Commissiomab themselves to further progress on

complementarity and division of labour, includinigser cooperation among them line with the

following general principles:

1.

The primary leadership and ownership in in-courdiyision of labour should first and
foremost lie in the partner country governmentsuth leadership and ownership do not
exist, the EU should promote such a process. Incaisg, the EU should always play an
active role in promoting complementarity and dietsiof labour. All initiatives need to be
open for other donors, build on existing processd#®never possible, and be readily
transferred to the government whenever appropritee EU should provide capacity

building support to the partner countries to endfen to take on this responsibility.

It is crucial that the division of labour is not plemented at the expense of global aid
volumes or predictability of aid flows and is cadiout in collaboration with the partner

countries.

Implementation needs to be based on (i) countrgtipviorities and needs, (ii) a long-term

perspective, as well as (iii) a pragmatic and welljuenced approach.

It is recognised that the EU donors share commameldpment objectives, vision, values
and principles. When limiting the involvement of Mker States or the Commission in a
partner country or sector, situations where all dors are absent from a strategic sector

for poverty reduction should be avoided.

While implementation needs to be based at fieléllepolitical commitment and adequate
support and impetus need to be made both in heddguiaand in the field. It is also
important to improve coordination between the fieldel and the headquarters to ensure a
coherent approach. This should not, however, uniderthe partner country leadership and

ownership.



6. Comparative advantage is not primarily based oanional resources available, but also on a
wide range of issues such as geographic or themeapertise. Therefore, each Member

State has a role to play.

Guiding Principle 1 — Concentrate on a limited numler of sectors in-country
EU donors will aim at focussing their active invehent in a partner country on a maximum of

three sectors based on the following criteria:

- Each donor will act ambitiously to reduce transacttcosts on partner governments and
streamline their sector presence according to tteenparative advantage as recognised by

the partner country government and other donors.

- The appreciation of what constitutes a sector,aituitive or informed, should be done in
a flexible manner, at partner country level andamahe definition of the partner country,
that should have identified the sector as a pyiainit its poverty reduction strategy or
equivalent. In agreement with the partner countng, partitioning of sectors should be

avoided as much as possible.

In addition to the three sectors, donors can pegeheral budget support, where conditions permit
to do so, support to civil society, and researcth aducation schemes including scholarships. In
their selected sectors donors should mainstreagscutting issues.

A donor's comparative advantage can be determipgidter alia, any of the following criteria:

presence in the field,

- experience in the country, sector or context,

- trust and confidence of partner governments aneratanors,
- technical expertise and specialization of the dpnor

- volume of aid, at country or sector level,

capacity to enter into new or forward looking pm&or sectors,

! In limited cases, where donors face a significadtiction in sector coverage, this target may
be increased to engage in more than three setafnsg full account of partner country
views, neglected issues of particular importanakarealistic timeframe to support any
change in their country programmes.



- capacity to react quickly and/or long term predidity,
- efficiency of working methodologies, procedureg] gnality of human resources,
- relatively better performance - without necessafgolute advantage,

- lower cost compared to other donors with adequatedards of quality,

building new experience and capacities as a emgdpnor.

The comparative advantage of a given donor shoeldddf assessed, endorsed by the partner
government, and recognized by other donors. Theelddurages partner countries to provide clear
views on donors' comparative advantage.

The partner countries will be encouraged to idgrhe areas for increased or reduced support and
to indicate their preferences as to which donoasikhremain actively involved in each sector.

EU donors will work together with the partner caynib identify sectors in which to remain, and
propose exits from sectors from which they shathdiaw. The creation of orphan sectors should
be avoided in this process.

EU donors will aim at a long term engagement inverg sector (i.e. minimum of 5-7 years, or a

minimum of one period of a national poverty redoctstrategy).

Guiding Principle 2 — Redeployment for other in-comtry activities

A redeployment process should be based on locatiaignsand will very much depend on the
situation in the country. It is recommended thahdwiarters offers field offices/delegations a
flexible enough mandate with room for negotiatiowl @apacity to adapt.

EU donors that are active in sectors other tharthitee concentration sectors should pursue one of

the following options:

- stay financially engaged in the sector throughube of delegated cooperation/partnership

arrangement,

- redeploy the freed-up resources into general buslggtort - where conditions permit to do
so - while still being engaged in developments he tadditional sector through the

structures, dialogue and capacity building processerounding general budget support,

- exit from the sector in a responsible manner whdmg the freed-up resources in scaling-

up support for the sectors in which they will remai



Responsible exit from a sector entails a well ptghrand managed process with the full
participation of the partner country and with thbawge/redeployment process being well
communicated to all stakeholders.

Guiding Principle 3 — Lead donor arrangement

In each priority sector, EU donors will work towardnd support the establishment of a lead donor
arrangement in charge of all donor coordinatiothm sector thereby reducing the transaction costs
for both partner countries and donors. The leacddamdel might differ from one case to another.
Burden sharing arrangements, for instance througlaa of supporting donors, could be envisaged
where relevant. The important objective is to eastirat the partner country is faced with a
structured donor set-up.

The lead donor(s) should be given a substantialdatenfor specific aspects of sector policy
dialogue and have an obligation to regularly cansaith other donors in the sector. In order to
allow for efficient specialisation and continuitsgtation of lead donor responsibility should be

limited (for example sequenced on national planmiyajes if applicable).

Guiding Principle 4 — Delegated cooperation/partneship

If a given sector is considered strategic for thetnger country or the donor, EU donors may enter
into a delegated cooperation/partnership arrangeméh another donor, and thereby delegate
authority to the other donor to act on its behalterms of administration of funds and/or sector
policy dialogue with the partner government. Partgevernments should be consulted on the
donors' delegating agreements. Delegating donoosildhbe enabled to review policies and
procedures of the lead donor relevant to their gidlag agreements. A delegated
cooperation/partnership role in a sector will benxsidered additional to the maximum of three
sectors in which a given donor is engaged.

The delegation of cooperation from the Commissmmwther donors will follow the provisions of

financial and implementation regulations of ComntyBiudget and the EDF.

Guiding Principle 5 — Ensure an adequate donor suppt

When implementing sector concentration, the EU khansure that at least one donor with
appropriate comparative advantage and sharingasivallues and principles, is actively involved in
each sector considered relevant for poverty reduocti

EU donors, with full participation and ownership thie partner country, will seek to limit the

number of active donors to a maximum of 3-5 pet@ebased on their comparative advantage.



Other donors can still take part in sector actgiby means of delegated cooperation modalities.

Guiding Principle 6 — Replicate practices at regioal level
While adhering to the general principles of aiceefiveness also at regional level, EU donors will
apply the above principles of in-country divisiohlabour also in their work with partner regional

institutions.

Guiding Principle 7 — Establish priority countries

EU donors agree to reinforce the geographical fafutheir assistance to avoid spreading their
resources too thinly. They will strive to estableshmited number of priority countries.

This process will be informed by a dialogue withtive EU, taking into account the broader donor
engagement, and be carried out in dialogue withtnparcountries and with other donors.

Discussions should be based on:

- transparent information on EU donors' activitied glans and, as much as possible, on the

activities and plans of other donors;
- self-assessments conducted by each donor;

- regular EU-wide exchange of information when MemB&tes modify their list of priority
countries, as well as exchange of information vg#intner countries and other donors in

order to prevent at an early stage the creati@rgian countries.

In non-priority countries, EU donors may providesithsupportinter alia through delegated
cooperation arrangements or by redeploying on #sestof responsible exit strategies prepared with
the partner country. EU donors will share inforrmaton good practices.

The European Consensus recognises its global messman added value for the EC.

Guiding Principle 8 — Address the "orphans” gap

Committed to avoiding imbalances, EU donors willlia@ds the problem of "orphaned” or neglected
countries, based on needs and performances, takmmgccount all financing flows from ODA and
other aid flowsThe specificity of those neglected countries daltsa redeployment of resources in

their favour.

"Orphaned"” or neglected countries countries amencftagile states’ whose stabilisation would have
a positive spill-over effect on the wider regiorddkessing this issue should be done amongst other
things as an input for the ongoing OECD/DAC initiatand initiatives of other international fora.



Adequate attention and financing need to be giwgelmking relief and rehabilitation to long term
development.

Guiding Principle 9 — Analyse and expand areas otrength

EU donors, taking into account the views of parto@untries, will deepen the self-assessment of
their comparative advantages as regards sectorsnaddlities with the aim to identify those in
which they would like to expand, as well as thoseme they might be willing to reduce their own
activities.

The Commission will further develop its expertisedacapacities in the areas where it has
comparative advantages, paying particular atteribdsuilding the necessary capacity and expertise

at the country level, in line with the deconcentnafprocess and ownership of partner countries.

Guiding Principle 10 — Pursue progress on other dimnsions of complementarity

EU donors commit themselves to advancing on therotimensions of complementarity. On
vertical complementarity, primarily in the conteaf relevant international fora and ongoing
discussion on the rationalisation of the internadioaid architecture, and to further discuss cross-
modalities and instruments, in the context of dpegartnership and the implementation of
joint/coordinated programmes.

Guiding Principle 11 — Deepen the reforms

EU donors recognize that in order to achieve a matiedivision of labour between individual
donors, strong political commitment and adequappstt is needed both in headquarters and in the
field, implementation needs to be based at fieldlleand a close coordination between the
headquarter and field level is necessary. MembateStmay consider in this regard decentralised
structures to facilitate complementarity and cooeation on the ground, institutional incentives to
staff and redeployment of financial and human resss.



