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Abstract

The paper examines the interests, roles and patesftithe Central and Eastern European
member states in the European Union’s common dpredat policy, concentrating mainly on
the Visegrad countries. We find that the interedftdhe new member states are strikingly
similar, which is mainly due to their small counstatus, economic performance and similar
historical traits such as lack of colonial past artdgration in the eastern block. These similar
interests make the emerging international developnpolicies of these countries easily
comparable. The main aspects of these are: low rgoent priority and funding for
international development, strong preference forrogean partner countries, and the
prevalence of strong interests to use developmetlitypas an instrument for trade and
business relations.

Examining the potential of countries in the regitie paper finds that Central and Eastern
European new members states can have comparatramtades in development cooperation
compared to the older member states, however stéadér of resources and capacity (and
sometimes even vision) have not permitted thenake full advantage of these. An obvious
(and widely cited) example is transferring theipesience gained from the transition process
to developing countries, but many other specifields can also be important, such as
experience in water management and agriculturaéldpment in the case of Hungary. Despite
these advantages, the new members have so farapdgtlzed on them, which is partly
explained by the fact that their non-state seaoesuncompetitive when it comes to European
development project tenders.

It is still hard to say what effect the new memsbiates will play on EU’s development policy
in the long run. Many have suggested that the n@emipers will try to push the community
towards giving a larger emphasis on the South-Easbpe and CIS regions. Although the
EU’s attention does seem to have shifted towardsethregions (as evidenced by the 2007-
2013 financial perspective), this is clearly noeda the influence of the new members. The
paper concludes that the new members still havehnaclearn in order to become fully
functional aid donors.
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1. Introduction

The Visegrad countries (the Czech Republic, Hung8lgvakia and Poland) of Central and
Eastern Europe have turned from aid recipients andodonors in the past few years. They are
facing a multitude of new responsibilities and atggportunities which they must act upon
quickly in order to maximize the benefits which dangained from having a well functioning
international development programme. The first ey must face is to integrate their own
priorities into the framework of the European UngoBevelopment Policy and to develop the
capacity and vision in the governmental and notessactors. Another problem some of the
Visegrad countries (Hungary and Poland) are faaihthe moment is that they are still far
from achieving the criteria necessary for joinihg turo-zone, thus the status of being a donor
country is very much on the back seat of governnoahtulations. But even in the Czech
Republic and Slovakia which have definitely faredttér according to recent economic
performance indicators, short term economic andigall interest are in preference when it
comes to international development questions.

European Development Policy focuses on the eradicaf poverty (with special emphasis on

achieving the Millennium Development Godlin order to attain sustainable development in
developing countries. The EU has made it a priotdychange economic and political

institutions in partner countries to increase thalily of governance which may be the key for
the success of development programmes. Howeveainialy good governance is easier said
than done, not to mention creating good econonstitutions and economic opportunities. A
successful transformation is only possible theeeforthe long run.

Donors can provide aid to developing countries domultitude of reasons. This paper will
review the main motivations of Central and Eastéunopean emerging donors, with special
emphasis on the Visegrad countries. Our paper si3nsf two main parts: in the first part we
will create a framework for analyzing donor integeboth in the short- medium term, and in
the long run and to understand the various econopuditical, security and ideological
advantages which can be gained by being a suctessfar country (Section 2). In the second
part of the paper we will build upon this framewdok examining how the Visegrad countries
are attempting to satisfy their economic and paitinterests in a way which is in accord with
the goals of the European Union (Section 3). Sectianalyzes the comparative advantages of
the Visegrad countries in relation to other dortates and the ways these could be used both
in Africa and in CIS countries. The final sectia@oks at the interplay between the European
Union’s Development Policy, and the interests o Wisegrad countries, and offers some
policy messages.

! Millennium Development Goals: eradicate extremeepty and hunger, achieve universal primary edoaati
promote gender equality and empower women, redueertortality rate of children, improve maternal Itea
combat HIV/AIDS malaria and other diseases, ensmeironmental sustainability and develop a global
partnership for development.



2. The interests of donors

The question why various advanced states decidgivie development aid to developing
countries has been extensively scrutinized by pbjpbers, political scientists and economists
alike. It is quite clear even to the casual obgettvat donors are driven much less by altruistic
considerations than what their rhetorical mantraply (“eradication of poverty”; “equitable
and sustainable human development”; “integratingetiping countries into the world
economy” etc.). Donors provide aid due to econorpdalitical, security and ideological self
interests, the benefits of which they will eithealize in the long or the short to medium term
(see Table 1.). Analyzing these motivations is irntgot because they can provide insight into
the structures, working practices and mechanisnasgofen donor’s foreign aid policy.

Benefits realized

in short to medium term in the long run

Economic/commercial ¢ Increase exports ¢ Increase market size through
interests » Gain foothold in the recipient raising incomes and living

economy standards in recipient

countries

Political + Influence the government of| «  Strategic foreign policy goals,

the recipient country like building long term

» Aid certain groups within the alliances etc.

recipient (ethnic minorities, | « Increase international prestige
opposition movements, etc.

Security » Maintain regional stability, | « Combat global security
avoid the escalation of a threats caused by poverty and
given conflict state failure (terrorism,

epidemics, uncontrolled mass
migration, drug trafficking,
organized crime,

environmental degradation

etc.)
Ideological e Spread political, religious | « Poverty reduction stemming
ideology via foreign aid from religious, humanitarian,

or other ideologies (altruism

Table 1. Donor interests in foreign aid

Source: Paragi — Szent-lvanyi 2006

In empirical investigations however, it can sometsnbe tricky to underpin these motivations,
as donors seldom emphasize them. The most oftehaisgegy in the literature is to analyze
the aid allocation of donors, and draw conclusionghe background interests depending on
the countries that receive the most aid. If, faaraple, the most important recipients of a donor
are also relatively important trading partners, ca@ safely assume that commercial interests
of the donors may play a role. Similarly, if we dirthat former colonies are important
recipients, we can conclude that maintaining ecoa@mnd political ties with these countries is
an important motivation for donors.

One of the pioneering works in this field was Mésze Nissanke (1984), which showed that
during the Cold War donors mainly used their asbrgces to reward allies and gain political



influence. Boosting economic growth and reducinggpty in recipients was not a priority at

all. Perhaps the most comprehensive study on thiecuvas done by Alesina — Dollar (2000).

Using panel data for the period 1970-1994 and ¢ogex wide range of donors, they show that
colonial ties and strategic alliances (measuredadbiyng patterns in the United Nations) explain
aid allocation much better than the needs of tbgients. They also document big variations
among donors. The United States gives a huge pasfids aid to Israel and Egypt. Once these
countries are controlled for, the USA seems to givpreference to more open, democratic
countries. Japan gives most of its aid to counthas often vote with it in the United Nations.

France clearly favours former colonies. Alesina ell& (2000) thus support the view, that

former colonial powers give a clear preferencengrtformer colonies. Aid in this sense is an
instrument to maintain economic and political teish these countries even after they have
become independent.

There are however other aspects of interests whdaibate a more short term thinking than the
strategic long run motivations mentioned abovetelad of developing markets and stability

through aid, many donors seek to reap the berwdfasd transfers immediately. The most well

known example is tying aid to exports and granayin the form of technical assistance, the
main beneficiaries of which are the trading comearand consultancies of the donor country.
Basically, these practices can be interpretedfasna of trade promotion, and can have severe
consequences on the efficiency of aid by restgctiompetition, increasing costs and selling
goods and services to the recipient that it migittreally need (Easterly 2002).

It is however safe to assume, that after the Codd ilvere has been a shift in donor interests.
For one thing, maintaining strategic alliancesha teveloping world became less significant.
This hypothesis is supported by the data, as ressuspent on foreign aid declined in the
1990’s, and did so even more significantly compdcethe gross national incomes of donors
(OECD 2007). Aid flows basically stagnated throughthe nineties, which signified “aid
fatigue” among the donors fuelled partly by a tlisionment due to the ineffectiveness of aid,
and partly by the fact that without strategic ietts, the donors did not know what to use aid
for. Another turning point was probably around 2@@01. The terrorist attacks of 9/11, the
increased fears caused by global epidemics suSARS and avian flu, nuclear proliferation,
increased mass migration and other global probleade the advanced economies realize how
serious security threats poverty in developing taes can pose. The effects of poverty cannot
be stopped by borders, and they have increasimgtefon advanced countries. Although in
some cases hard military power can bring resuies,imterventions in Iraq and Afghanistan
seem to show the opposite. The only effective mayefore to combat these security threats is
to address their root cause: poverty. Reducing npypwe developing countries is increasingly
becoming an important goal for advanced countmes,just in rhetoric; aid, as an aspect of
soft power, should be an ideal means to this ehd 3hift in interests is well indicated by the
United States’s National Security Strategy (NSS2)Qfy the European Union’s development
policy consensus (European Consensus 2005).

If poverty reduction is really the new goal of dosiothen they should be paying increasing
attention to aid effectiveness by giving the madtta those countries where it has the most
effect. According to an emerging consensus in iteeature, aid is most effective in countries
with good economic policies and high levels of pow€Burnside — Dollar 2000; Collier —
Dollar 2002). As we have already illustrated, ecuitopolicies or the level of poverty in the



recipient were not a priority in aid allocation @&aens for donors. However, Dollar — Levin
(2004) showed that in the past few years it isdasingly present: it seems that many donors,
including the World Bank, the United Kingdom ane tNordic countries are giving more aid
to poor recipients with good economic policies.e8aVity is also clearly present in the United
States’ Millennium Challenge Account set up in 20B2delet 2003).

In summing up this first part of our paper, it mportant to note that there are no uniform
motivations for donors to give aid, these depent ordy on the various donor countries

themselves, but also on the status of internatigglations. During the Cold War donors gave a
priority to using aid as an instrument to solidgjrategic alliances. Since the turn of the
Millennium aid perhaps increasingly serves its ioayy theoretical goal: reducing poverty in

developing countries. This shift however is duehte fact that various events in international
relations have made donors realize how importarurgg threats global poverty can cause for
them.

3. The Interests of the Visegrad Donors

In this section, after a short historical overvieme analyze the interests of the four most
important emerging donors in Central and Easterrofal the Czech Republic, Hungary,

Poland and Slovakia (a.k.a the Visegrad countrigsgir interests are strikingly similar, which

is in part due to the fact that these countries siadlar development paths, which is in turn
due to their analogous historical conditions, tiads and to the fact that they where the
frontrunners in initiating reforms in the early 189 (Fidrmuc — Fidrmuc- Horvath 2002).

The Visegrad countries all had foreign aid policteging the communist regimes, usually
under the names of “technical and scientific coapen” or “north-south dialog”. These
policies had slightly different character than tt&ssic project-oriented approach used by the
western donors (Baginski 2002): they consisted Iypanh supply of various equipments,
experts and professional know-how, scholarships teedtaid credit. A heavy influence of
ideology can also be detected: giving aid was absyrof the superiority of the communist
system. The aid programs at the time did not makkffarence between development and
military aid, and all had a significant militaryndension. After the end of the Cold War and the
beginning of the transition process however, thentees in the region switched from being
aid donors to aid recipients. International develept policies were only restarted after the
millennium, due to international pressure flowingnih OECD and EU membership. The
Visegrad (and other Central and Eastern Europeamtdes became the new emerging donors
in Europe.

Aid currently provided by the Visegrad countriessisl relatively low compared to the more
established Western donor countries. Table 2 shbatsthe four Visegrad countries analyzed
are slowly increasing their aid budgets, but sé¢band reductions are not uncommon. These
countries themselves face serious challenges ielolement, as their per capita incomes are
only 60-70 percent as that of the older EU memtaes. Resources are therefore also needed
at home, and it would be most difficult for govermis to justify giving increasing amounts of
foreign aid, while they are facing a multitude @beomic problems in their own countries.



Wishes to adopt the euro as soon as possible &se ponstraints on governments, as the
Maastricht criteria do not permit large governmaeficits.

2002 2003 2004 2005 2006
Czech Republic 0,07 0,10 0,11 0,11 0,12

Hungary . 0,03 0,06 0,11 0,13
Poland . 0,01 0,05 0,07 0,09
Slovakia 0,02 0,05 0,07 0,12 0,10

Table 2. ODA/GNI levels in selected CEE countriest®2-2006
Source: OECD 2007.

A quick increase in aid resources is therefore nitefy not a priority for the Visegrad
countries. The European Union requires however ttatl0 member states that joined the
Community in 2004 increase their ODA/GNI levelsOid7 percent by 2010, and 0,33 percent
by 2015.

It is difficult to compare the foreign policy (afadreign aid) interests of the Visegrad countries
and the older, more established donors. The Videgmuntries are small to medium size
countries and their economies are considerablylemidan those of the older EU member
states. Their historical context is also markedffecent: they did not have any colonies, and
did not have sovereign foreign policies until 198@ntacts between developing countries and
the Visegrad countries therefore have been sporddicthe main trading partners of the
Visegrad countries are the older EU-members, masgabty Germany, their trade with
developing countries, especially in Africa is miaimFurthermore, the mentioned effects of
poverty in developing countries (like terrorism,gnaition etc.) affect the Visegrad countries
much less than they affect the more establishecbrdorCEE countries are rather transit
countries in terms of migration from developing owies, and terrorism is currently only a
marginal concern. Giving aid to Africa, South-EAsta and other far-flung developing regions
will therefore not be a priority.

Stability in other regions more in the neighbourthdmwever, is important for the Visegrad
countries, mainly in South-East Europe and the Conwealth of Independent States (CIS).
Avoiding further conflict in the Balkans and insilélp in the former Soviet states is key for
Europe, but perhaps even more important for thetr@eand Eastern European countries as
they are immediate neighbours of the region antbailthe first to feel the effects of instability
though increased migration, decreasing trade araigio investments etc. In 2005 for example
the most significant part (more than 26 percent)oitdteral Czech ODA was targeted to
Europe, with a further 15 percent targeted tow&dstral Asia (Adamcova et al 2006: 76).
The top three recipients included Serbia and Ukraioland channelled more than 61 percent
of its bilateral aid to European countries and &&ent to Central Asia in 2005. The top three
recipients were Serbia, Ukraine and Uzbekistan élmpment Co-operation Poland 2006).
Hungary does not provide comprehensive data omomagiaid allocation, but a recent survey
by Hungarian NGO’s shows that in 2005 more tharpdi@ent of Hungarian bilateral aid was
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e , the Vlsegr“aJc[i cm@mto not have the decades of experience
behind them as most older donors do. NGO’s, privampanies and individual experts

therefore can only have limited possibilities imeaunity financed development tenders in the
short to medium term.
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