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Investment Plan for Europe: 

The Juncker Plan  

 

 

 

EXECUTIVE SUMMARY 

Levels of growth and investment in the European Union (EU) have fallen considerably. In particular, 

since the global financial crisis emerged in 2008, the EU’s growth and its potential have been lagging 

behind. While in the post-crisis years banks were well advised to deleverage and reduce some 

overcapacity, there are now concerns of a chronic underinvestment in many EU countries. These 

concerns persist despite of record low interest rates and sufficient liquidity in the market.   

The Juncker Plan is an EU wide and comprehensive response to the investment shortfall. The Plan’s 

financial component (Pillar 1), the European Fund for Strategic Investments (EFSI), is managed by the 

European Investment Bank (EIB) and the European Investment Fund (EIF). Its seed funding is €21 billion 

and it is expected to mobilize a total of €315 billion for the real economy. The fund’s focus is on long-

term infrastructure investments (€245 billion) and SME financing (€70 billion). In this way, EFSI is 

expected to open opportunities for companies in need of fresh capital for both equity and debt. The 

fund is complemented with technical assistance and instruments to improve the investment climate 

(Pillar 2 and 3). 

The EFSI is equivalent to a capital increase for the EIB group. The advantage of the EFSI set-up is that it 

uses existing EU funds from the 2014-2020 period, which avoids the politically sensitive issue of putting 

additional financial demands on Member States. Through EFSI, EU grant financing is being converted 

into financial instruments (such as loans and guarantees) to increase the lending and risk headroom of 

the EIB Group. The Juncker Plan opens up new opportunities for EIB and EIF to expand their investment 

program on higher-risk projects and risk-sharing activities. The success of the Juncker Plan will to a high 

degree depend on the EIB Group’s capacity to deliver on this expanded mandate. 

So far, nine Member States (Bulgaria, Germany, Spain, France, Italy, Luxembourg, Poland, Slovakia 

and the United Kingdom) have pledged around €43 billion to co-finance EFSI projects, but none have 

contributed directly to the EFSI capital. The announced contributions are only at the level of individual 

projects and national investment platforms. Hence, these Member States will only be participating in 

investment projects in their own country. This signals the difficulty involved in overcoming the ”fair 

return” principle often mentioned in discussions on the EU budget, namely each Member State’s 

primary concern for ensuring that its contribution to the EU’s financial resources flows back into the 

national economy. However, the Juncker Plan does suggests a shift of how the EU may intend to spend 

part of its budget in future - away from grant financing and using financial institutions. 
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The Juncker Plan is a piece in a more general EU policy shift. Some time ago, the EU has embarked on 

shifting its funding policy from a pure grant-based model to a hybrid approach that includes financial 

instruments, which are often generated and implemented by the EIB Group. The Juncker Plan sets also a 

target to double the use of financial instruments in European Structural and Investment Funds (ESIFs) 

for the Multiannual Financial Framework (MFF) 2014-2020. Overall, this might have an impact on the 

next MFF in a more definitive movement away from grant financing with the help of financial 

institutions.  

EFSI has achieved high approval rates in its initial phase, reaching nearly one quarter of the overall 

€315 billion target. By end-February 2016, the EIB Group had approved €10.6 billion of investment 

backed by EFSI that is expected to leverage a total investment of around €76.1 billion. A salient question 

for the further assessment of the EFSI is whether the support is really generating above and beyond 

what would have been granted anyway (i.e. the additionality). 

There are projects underway in almost all EU countries, but the new Member States are hardly 

benefitting. So far, the five largest EU-15 Member States have taken most advantage of EFSI financing 

opportunities. In contrast, the new Member States that joined the EU from 2004 onwards account for 

only a fraction of the so far approved projects. This is not surprising as EFSI is not discriminating 

between countries. It applies only project level criteria and richer countries may have a better project 

pipeline which makes them more successful in the selection process. It remains to be seen if the new 

Member States will be able to catch up in the competition for EFSI funds or if they will continue to lag 

behind. One important reason for this is the availability of ESIFs in the new Member States.  

The success of the Juncker Plan will to a large extend depend on policy reforms. There is a broad 

consensus that EFSI financing can only succeed to accelerate investments if it is complemented with 

critical structural reforms. These concern especially public investment management towards 

establishing a stronger project pipeline, leveraging private sector, as well as the deepening of the Single 

Market in the financial, energy, transport, and digital sectors. In addition to these initiatives at the EU 

level, member states need to address more context-specific investment challenges at the national level. 

Identifying and removing these various challenges to investment is an important step toward enhancing 

the investment climate.  

After all, in the context of weak investment the Juncker Plan is a solid framework and has started to 

get traction. The Plan is less about money and more about collective action and structural policies: it is a 

supply-side initiative for those who see lack of investment as a constraint on European growth, and a 

demand-side initiative for those who see the need to provide stimulus in the economy.  Going forward, 

concrete and effective policy measures under the other two pillars will be essential to complement EFSI 

funding and to ensure that additional funds can be effectively deployed into the European economy. 
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1 INTRODUCTION 
The EU economy seems to be improving after going through economic downturn. After being hit by 

two recessions since 2008, there are genuine signs that a more lasting recovery could be underway. 

Domestic demand is increasingly driving growth: Whereas exports propelled the economy during the 

crisis, most Member States are now experiencing a more self-sustained recovery as domestic demand 

strengthens. Nevertheless, the recovery remains relatively weak and uneven. 

There has been a structural decline in the EU’s growth rate over the past fifteen to twenty years. 

Current EU growth rates are substantially weaker than they were in the precrisis decade. While the 

latest data suggests that economic growth is continuing to pick up, it raises the question of how best to 

revive sustainable growth across the EU. Though the business cycle is improving, the notable drop in the 

EU’s potential growth rate has not been addressed. This potential growth can be imagined as the 

economy’s “speed limit”—the rate at which it can grow while maintaining stable inflation. 

Given the limits of what to expect from demand stimulus, the economy’s supply capacity—that is, its 

potential growth—needs to increase. An economy’s “speed limit” or supply capacity—referred to as 

potential output growth—dictates how rapidly it can expand its economy without increasing inflation. 

The potential growth rate fell steeply after 2008 and has barely recovered since. According to the EC, 

potential growth in the EU fell from 2.1 percent in 2001–2007 to 0.8 percent in 2008–2015. Estimates 

for 2015 show the potential growth rate to be around 1.3 percent in the EU, compared with just under 

2.5 percent in the United States.  

Figure 1. The potential growth rate in the EU 
and United States, % 

Figure 2. Decomposition of the potential growth 
rate in EU-28, % 

  

Source: AMECO, DG ECFIN, staff calculation. 

The investment shortfall is at the core of the potential growth rate’s recent deterioration. Capital 

accumulation has been a main casualty of the crisis. Financial restrictions on the public and private 

sector, coupled with weak growth and uncertainty, have severely impacted investment activity. A 

significant decline in investment—still some 12 percent lower than in record 2008—has caused the 
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capital stock to grow more slowly and increased its average age. The EU investment-to-GDP ratio 

currently stands at 19.4 percent of GDP, below its sustainable trend of 21 to 22 percent of GDP.1  

This is to some extent cyclical but also reflects a necessary correction of previous overinvestment. 

While some countries experienced little net change—notably Germany, Austria, Romania, Belgium, 

Poland, France, Bulgaria and Sweden—others experienced a substantial drop. However, compared to 

the precrisis period, the declines in investment are not entirely undesirable, since the level of 

investment up to 2008 was partly directed into unproductive assets and based on high levels of credit 

that proved unsustainable. This in particular relates to the construction-focused investment booms in 

the Southern EU economies, where the share of construction investment in GDP reached 22 percent, 

twice that in the rest of the EU.  

Figure 3. Gross fixed capital formation in the EU-
28, in EUR billions 

Figure 4. Decomposition of investment, in EUR 
billions 

  

Source: AMECO, DG ECFIN, staff calculation. 

Although construction booms were important in a few Member States, the decline in investment was 

largely broad based across the EU. Investments in machinery, equipment stock,2 and nonresidential 

construction3—which account for more than half of the total investment in the EU—remain some 10 

percentage points lower compared to the precrisis peak. In particular, infrastructure investment 

declined substantially across the EU. Macroeconomic uncertainty, and the resulting lack of confidence, 

coupled with financing constraints hinders private sector investment. In times of fiscal consolidation, 

                                                           
1 Calleja Crespo assumes that a sustainable level of investments in Europe (one that would secure growth and job 
creation) requires some 21 percent to 22 percent of GDP, which increases the gap of €240 billion to €380 billion; 
Wolff argues that the most suitable benchmark should be based on extrapolation of long-term investment trends, 
which reveals some €260 billion.  
2 Examples include transport equipment such as motor vehicles, trailers, ships, railway locomotives, and rolling 
stock and a wide variety of equipment ranging from machinery for the production and use of mechanical power 
and machine tools to communication equipment and medical instruments. 
3 Examples include warehouses and industrial buildings, commercial buildings, hotels, and education and health-
related buildings. This category also includes infrastructure assets such as motorways, streets, bridges, harbors, 
dams and other waterworks, and long-distance pipelines. 

http://www.bmwfw.gv.at/Wirtschaftspolitik/Documents/InvestingInEurope.pdf
http://bruegel.org/2014/11/junckers-investment-plan-no-risk-no-return/
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infrastructure investment was constrained by the availability of public financing. Public investment 

accounts for around 3 percent of GDP in the EU, one percentage point lower than the peak value in 2009, 

and has been among the most significant victims of austerity measures.  

The Investment Plan for Europe is one of the major tools for relaunching growth and investment and 

for making the EU more competitive. The idea of a systematic support for investment was thrust into 

the center of European policy making in the autumn of 2014. It was one of three key economic policy 

pillars of then newly elected president Jean-Claude Juncker, alongside continuing commitment to 

“intensify structural reforms” and promote so-called growth-friendly fiscal consolidation. Together, they 

constitute the “virtuous triangle” strategy, the goal of which is to restore growth and prosperity in the 

EU.  

A central argument behind the plan is that there is no shortage of liquidity, but rather a lack of risk-

taking capacity and confidence. The current account balance is running a surplus of 2 percent of GDP. 

Many promoters are simply not putting their projects forward for financing due to a lack of risk-taking 

capacity and confidence. Therefore, the EC proposed to mobilize and steer existing financial resources 

into productive investment projects. The aim is to offer financing solutions that crowd in investors.  

The potential demand for project financing has also been demonstrated. At the onset of discussions 

about the plan, Member States were able to identify about two thousand projects awaiting 

implementation, at a cost of €1.3 trillion of which €500 billion could be realized within the next three 

years. More than two thirds of the projects was related to investments in transport, the energy sector 

and social infrastructure, while the rest primarily concerned investment in knowledge, innovation and 

the digital economy. In terms of ownership, the bulk of submitted projects were either public or a 

combination of public and private. Although some projects were declared up front as more clearly 

defined than others, it still proved to a certain extent that unmet needs exist, and these may be sensible 

to support. Importantly, not every investment (including some of those identified) is conducive to 

growth and fiscal stance: these are well known examples of "white elephants" – unused or scarcely used 

airports, bridges to nowhere or underutilized motorways. 

Along with tackling risk aversion, the EC placed a strong emphasis on structural reforms. The 

economy’s growth rate is ultimately driven by factors such as the efficiency with which resources are 

allocated, the strength of incentives to innovate and invest, the ease of doing business, and the quality 

of public institutions—in other words, by the supply side. Improving all of these areas comes down to 

structural policies. Structural reforms—in particular those that hinder investment and how efficiently it 

is used—are regarded as equally important to mobilizing finance to raise the growth potential. 
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2 WHAT IS THE INVESTMENT PLAN FOR EUROPE? 

In November 2014 the EC proposed the Investment Plan for Europe—the Juncker Plan—with the aim 

of unlocking Europe’s investment potential. The plan’s objective is to increase competitiveness and 

stimulate growth. It is structured around three pillars: (1) providing financial support through the newly 

created EFSI; (2) creating a project pipeline and providing technical support to investors and Member 

States; and (3) improving the investment climate, especially through structural reforms. In the summer 

of 2015, after fast (by EU standards) negotiations between the Council, the European Parliament, and 

the EC, the regulation was adopted, and the EC and EIB signed an agreement on its working methods. 

 
The plan’s main vehicle for providing financial support is the newly created EFSI. The EFSI is designed 

as a dedicated account that is managed, funded, and hosted by the EIB Group, with risks shared 

between the EC and the EIB. The goal of the EFSI is to mobilize €315 billion in a three-year period (2015–

2017) based on the leveraging effect of €21 billion. By taking on some of the risks associated with its 

investment and financing activity, the EFSI would allow the EIB to finance projects with higher-risk 

profiles and aim to mobilize private sector funding. EU member states have been encouraged to also 

contribute to the EFSI, either directly or indirectly, via their respective national promotional banks. To 

date, nine Member States have announced their indirect contributions. In any case, these are treated as 

one-off contributions and will not be counted towards a budget deficit under the Stability and Growth 

Pact.  

The second pillar is focused on improving the quality (investment readiness) of investments and 

making them more available to potential investors. The EC recognized problems on the demand side of 

the investment market and helped enhance the projects’ attractiveness. A European Investment Project 

Portal has been set up to inform investors about current and future projects. In addition, a European 

Investment Advisory Hub—which serves as a single entry point for an array of advisory and technical 

assistance programs—provides guidance regarding project identification, preparation, and development.  

Figure 5. The Investment Plan for Europe—Three Pillars 

 

Source: EC. 

http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM:2014:903:FIN
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2015.169.01.0001.01.ENG
http://ec.europa.eu/priorities/jobs-growth-investment/plan/eipp/index_en.htm
http://ec.europa.eu/priorities/jobs-growth-investment/plan/eipp/index_en.htm
http://www.eib.org/eiah/
http://www.eib.org/eiah/
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The third pillar is structured around supporting measures to improve the investment environment. 

First and foremost, further deepening the Single Market remains a top priority, notably with initiatives 

to (1) develop the Capital Markets Union; (2) improve how the Single Market functions for goods and 

services; (3) create a Digital Single Market; and (4) develop an Energy Union, which would also address 

climate change challenges. These initiatives would by themselves significantly boost investment. In 

addition, the EC’s Better Regulation agenda seeks to ensure that it delivers on its policy objectives in the 

most effective and least burdensome way—both when reviewing new proposals and by keeping the 

body of existing EU regulation under review—thereby contributing to the regulatory environment’s 

quality and predictability. In addition to these EU-level initiatives, Member States should also identify 

and address challenges to investment at the national level.  

2.1 PILLAR 1: MOBILIZING FINANCE  
The starting value of €21 billion is composed of contributions from both the EU and the EIB. Half the 

amount has been secured through reallocation from two EU programs, Horizon 2020 and the 

Connecting Europe Facility (CEF), and cuts to the budget reserve. The other €8 billion is secured through 

gradual payments from the EU Guarantee Fund. An additional €5 billion is earmarked from the EIB’s own 

resources.  

The plan aims to leverage €21 billion by a factor of 15 in order to generate €315 billion of private 

investment. With €21 billion as its basis, the EIB will acquire additional funds on the capital market to 

roughly €63 billion. This corresponds to a leverage ratio of approximately 1:3. Since on average the EIB 

intends to cofinance EFSI projects at 20 percent (a ratio of 1:5), the €63 billion from the EIB is in turn 

expected to attract private investors, which should generate a total of €315 billion.  

Box 1. Multiplier Methodology Calculation 

One of the key aspects of the EFSI will be the investment impact to be delivered on the basis of an overall EFSI 

contribution of the EU and the EIB of EUR 21bn. This represents a target global multiplier effect of 15. This is 

comprised of 2 independent factors: (i) Internal Multiplier (on average 3x) and (ii) External Multiplier (on 

average 5x). 

Under the EIB Infrastructure and Innovation Window, the EFSI guarantee takes the form of a First Loss Piece 

(FLP) for the debt window and corresponds to the actual amount of EIB financing under the equity/equity-type 

window. The proposed EIB multiplier methodology provides a framework linking the underlying EFSI guarantee 

available with (a) the amount of EIB financing and (b) the amount of total investment that is expected to be 

generated by such financing. 

The Internal Multiplier represents the relationship between the EFSI guarantee and EIB’s financing. Under the 

debt window, the FLP is expected to be 25 percent at the end of the investment period enabling that every € of 
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EFSI guarantee leads on average to €4 of EIB financing. Therefore, the ex-ante Internal Multiplier on project level 

is set at 4x for all debt operations. Under the equity/quasi-equity window, the Internal Multiplier is set at 1.  

The External Multiplier captures the relationship between EFSI financing volume and project investment cost. To 

calculate it, two broad cases have to be differentiated, investment loans and direct equity/ quasi-equity 

operations on the one hand and intermediated operations on the other. For investment loans and direct 

equity/quasi-equity, the external multiplier varies across different financial products. Equity-type financing is 

more effective in crowding in additional finance, followed by junior debt and senior debt. A multiplier of 3 can 

be considered as a benchmark for senior debt, both based on past experience of the EIB and on the observation 

that financing at least one-third of any project is bound to be critical for the project to happen. Similar reasoning 

applies to junior debt and equity-type, where the corresponding reasonable benchmarks are set at 5 and 15, 

respectively. In intermediated operations, the External Multiplier is enhanced through co-financing at the level 

of the financial intermediary. Specifically, in risk-sharing operations, this is calculated on the basis of the 

guarantee amount covered by the EIB (e.g. if the EIB guarantees up to 25 percent of the financing amount from 

the intermediary, the multiplier is considered to be 4). In funding operations (e.g. loans for SMEs), it is assumed 

that EIB provides 50 percent of the financing amount from the intermediary (multiplier = 2). 

 

The EC and the EIB state that the 

estimates for the multiplier effects are 

based on experience from past projects. 

Achieving the planned multiplier effect of 

1:15 will heavily depend on how well the 

accompanying measures in the Juncker 

Plan improve the overall investment 

climate. The EIB has achieved ratios of 

between 1:18 and 1:20 with past capital 

increases. However, its portfolio thus far 

has involved less risk. To achieve the 

average cofinancing of 20 percent, the EIB 

will have to offer investors a suitable level 

of risk assumption.  

Box 2. The Enhanced Role of the EIB 

There are three main motivations to choose the EIB to implement the EFSI. The first is that it avoids putting any 

new demands on Member States, which would be the case for an increase in the EIB’s share capital. The second 

is that there is no need for additional finance. The third is that it can be done quickly, without complex 

negotiations in the European Council. The EFSI has the legal status of an independent fund that falls within the 

EIB Group. 

The EIB’s past practice has been to seek cofinancing, although this is not a statutory requirement, meaning that 

investments are also partly financed by another body. This creates the potential for a multiplier effect with 

considerably more total investment than that promised by the EIB alone. In June 2012 the European Council 

launched its Compact for Growth and Jobs and increased the EIB’s capital by €10 billion. This enabled the EIB to 

Figure 6. Comparison of leverage 

 
Source: Deutsche Bank Research. 
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borrow on financial markets at low interest rates and lend €60 billion, which, with established cofinancing 

practices, led to total investment of €180 billion. This was essentially the basis for how the leverage ratio in the 

Juncker Plan was calculated. 

The EIB statute provides that "as far as possible, loans shall be granted only on condition that other sources of 

finance are also used" and that when granting a loan to an entity other than a member state, "the bank shall 

make the loan conditional either on a guarantee from the member state in whose territory the investment will 

be carried out or on other adequate guarantees, or on the financial strength of the debtor." Therefore, EIB seeks 

to lend only to creditworthy borrowers and ordinarily obtains guarantees of investment-grade quality for its 

non-sovereign borrowers.  

EIB lends to both commercial and public sector projects; each recently represented about half of all total lending 

(at end-2014, public sector, including sovereign-guaranteed loans to total loans ratio stood at 45 percent). Public 

sector projects are the responsibility of the implementing country’s government. Commercial projects often 

require a government guarantee so that a significant amount of EIB investment is protected.  

The bank directly finances large projects and lends to SMEs. It indirectly supports smaller projects through 

financial intermediaries. EIB's loans portfolio largely comprises loans to the private sector and to public 

institutions, a significant share of which is covered by state guarantees (27.7 percent in 2014). At end-2014, 78.9 

percent of EIB's ultimate borrowers had investment-grade ratings (77.9 percent in 2013), a ratio towards the 

higher end of the 'AAA' range. The EIB does not typically provide more than 50 percent of the financing of a 

project. It can provide 100% financing only for projects following natural disasters. However, even in such 

situations, the bank rarely provides 100 percent funding and is usually accompanied by co-financiers. On 

average, the EIB's co-financing amounts to 25-30 percent of a project's total value. 

The EIB has a vast experience providing catalytic finance to address unmet needs for investment in Europe, but 

mostly in supporting relatively small numbers of projects. Also, it appears that some countries are better than 

others at attracting EIB credits. For instance, an analysis of the geographical destination of EIB funding reveals a 

high degree of concentration across a few EU Member States, with France, Germany, Italy, and the United 

Kingdom receiving more than 45 percent of all funding. 

The EIB’s strategy is outlined in the annual Operational Plan covering a rolling three-year period. The latest 

version, which covers the period 2016-18, was published in January 2016. For 2016-2018, the EIB has set a €71 

billion lending target, plus or minus 10 percent. This reflects both the bank's commitments following the capital 

increase and the deployment of its role under the EFSI. Of this, a long-term sustainable base level of lending of 

€55 billion p.a. is for EIB’s traditional product mix, inside and outside the EU, and €16 billion p.a. is with EFSI 

support.  

From the EIB’s perspective, EFSI’s main contribution is to increase its higher-risk and risk-sharing Special 

Activities. Total special activities in a range between €17-24 billion p.a. (of which approximately €2.5 billion p.a. 

own-risk Special Activities) are foreseen over the planning period 2016-2018 (from €7 billion in 2015). At this 

level, it would represent a third of the overall EIB target lending. 

2.1.1 GOVERNANCE AND STRUCTURAL SET UP 

The EFSI regulation provides for a two-tier organizational and decision-making structure. At the top of 

the hierarchy is the Steering Board, which consists of four members, three of whom are appointed by 
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the EC and one by the EIB.4 The board’s main job is to set the EFSI’s strategic orientation and appoint the 

managing director and the deputy managing director,5 as well as the members of the Investment 

Committee. On October 13, 2015, the European Parliament approved Wilhelm Molterer for the position 

of EFSI managing director and one day later approved Iliyana Tsanova as deputy managing director.6 

To ensure the Investment Committee’s operational independence, appropriate organizational 

arrangements have been put in place. The Investment Committee is composed of the managing 

director and eight independent experts who follow an open and transparent selection procedure. This 

ensures there is no political interference in project selection. The Investment Committee is the 

competent body for approving operations under the Infrastructure and Innovation Window, and it 

consults with the Steering Board and the managing director with regard to decisions about the SME 

Window. The Infrastructure and Innovation Window uses investment guidelines to select appropriate 

projects, which are then processed operationally using the EIB’s established structures.  

Without predetermined geographic or sectoral quotas, two types of projects receive support through 

the EIB and the European Investment Fund (EIF): strategic long-term infrastructure investment projects; 

and SMEs and mid-cap companies, through loans as well as through equity and venture capital.  

(i) Infrastructure and innovation: focused on long-term infrastructure investment projects in the 

following sectors: (1) research, development, and innovation; (2) energy; (3) transport 

                                                           
4 These are Ambroise Fayolle, vice president responsible for innovation, EIB; Maarten Verwey, Structural Reform 
Support Service in the Secretariat General, EC; Gerassimos Thomas, DG Energy, EC; Irmfried Schwimann, DG 
Competition, EC. The commission’s alternate members are Benjamin Angel, DG Economic and Financial Affairs; 
Nicholas Martyn, DG Regional Policy; and Robert-Jan Smits, DG Research and Innovation. 
5 Both are appointed by the president of the EIB, after the approval of the European Parliament, for a fixed term of 
three years, renewable once. 
6 Wilhelm Molterer is an Austrian politician (OVP, member of EPP) who served as the finance minister. He then 
joined the EIB as its vice president and a member of its management committee. Iliyana Tsanova is a Bulgarian 
expert with extensive experience as a senior banker in the European Bank for Reconstruction and Development. 
Briefly in 2013 and from 2014 onward, she served as the deputy PM for EU Funds Management as an independent 
expert. 

Figure 7. Envisaged support of the EFSI 

 

Source: EC.  
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infrastructures, equipment, and innovative technologies for transport; (4) information and 

communication technologies; (5) environment and resource efficiency; and (6) human capital, 

culture, and health. Out of €21 billion dedicated for the EFSI, €16 billion is assigned to this 

window, with €2.5 billion coming from the EIB’s own resources and the rest from the EU. The 

window is divided in two sub-windows: debt (€11 billion) and equity (€5 billion), based on the 

financial product in question (long-term senior debt, subordinated loans, equity and quasi-

equity), with the aim to provide financing in the amount of €49 billion. This would mobilize in 

total €240 billion of investment.  

(ii) SMEs and mid-caps: based on the financial instruments (FIs) that enable easier access to both 

debt and equity funds, provided by EU programs such as COSME. Altogether, €5 billion is 

assigned to these operations, half of which come from the EU guarantee and the other half from 

the EIB’s own resources. Unlike the Infrastructure and Innovation Window, these operations are 

managed by the EIF. The final beneficiaries are SMEs7 and companies of up to three thousand 

employees who are not classified as SMEs—that is, mid-cap companies. The EIF’s operations are 

conducted through financial intermediaries by providing loans, guarantees, counter-guarantees, 

other forms of credit enhancement instruments, capital market instruments, and equity or 

quasi-equity participations. Overall, the EIF would provide €12 billion and mobilize in total €75 

billion. 

The EIB’s participation in the EFSI is likely credit neutral given that increasing asset quality risks are 

practically balanced by the EU guarantee. The participation of EIB in the EFSI will translate into riskier 

new exposures during the next three years (currently estimated up to €49bn of new lending by 2018) in 

infrastructure projects (€44 billion) and equity or mezzanine instruments related to innovation (€5 

billion)–an area where the EIB has less expertise than in its lending business. The total guarantee 

provided by the EU under EFSI amounts to €16 billion, of which €2.5 billion will cover exposures from 

the EIF. The expected increase in risk related to EFSI investments by the EIB will be substantially offset 

by the first-demand guarantee from the EU, representing 25 percent of the total (€11 billion). Half of the 

€5 billion equity or mezzanine instruments will also be guaranteed by the EU (on a pari passu basis). The 

EU guarantee will be provided as a portfolio guarantee, implying for instance that relevant losses from 

all lending under the EFSI would need to exceed the guarantee (€11 billion of the €16 billion EU 

guarantee will cover increased EIB lending), before the EIB's balance sheet would be affected.  

For both lending and equity investments, there is a limited risk that the EIB will invest in unviable and 

loss-making projects given the EIB's track record of prudent investments and potential negative 

repercussions on its reputation. The performance of the loan book remains exceptional, with a 

nonperforming loan ratio of 0.2 percent at end-2014. However, even in case of a higher loss rate than 

for EIB's and EIF's usual operations, the €5 billion own risk investment is a relatively small amount 

compared to the EIB's balance sheet of €542 billion and its usable capital of €61 billion at end-2014.  

                                                           
7 As defined in Article 2 of the Annex to Commission Recommendation 2003/361/EC. 
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The process by which projects access EFSI financing is no different than normal EIB financing; there are 

generally two ways to apply. First, any project promoter can contact the EIB directly and anytime with a 

proposal, following the usual EIB application process. The EFSI has been integrated into the EIB’s 

processes: projects that eventually benefit from the EFSI guarantee are subject to the standard EIB 

project appraisal process, including approval by the Management Committee and subsequently the 

Board of Directors. Once the project has passed the Bank’s standard appraisal process, the EIB sends it 

to the EFSI-established Investment Committee. For projects above €25 million, the EIB will directly 

provide the funds. In the case of projects below €25 million, the EIB does not provide direct financing to 

projects. Instead, EIB provides intermediated loans (credit lines) to local, regional and national banks to 

foster their financial activity and support such kind of projects, and the lending decision for EIB loans via 

credit lines remains with the financial intermediary. 

2.1.2 ADDITIONALITY AND IMPLEMENTATION ARRANGEMENTS 

Resources under EFSI will enable the EIF to deploy its existing support for SMEs at a higher and faster 

rate than initially planned to satisfy strong demand of support to SME’s access to finance. EFSI 

resources under the SME Window are supposed to be used to accelerate and enhance the deployment 

of existing EU flagship programs which the EIF manages, and more precisely the COSME and InnovFin, 

and to significantly increase the Risk Capital Resources (RCR) mandate for equity investments.  

Box 3. The Enhanced Role of the EIF 

The European Investment Fund (EIF) is a specialist provider of risk finance to benefit SMEs across Europe and 

beyond and is part of the EIB Group. Its shareholders are the EIB, the EU, represented by the European 

Commission, and a wide range of public and private banks and financial institutions. The EIF carries out its 

activities using either its own resources or those provided by the EIB, the EC, by EU Member States or other 

third parties. The EIF cooperates with a wide range of financial intermediaries such as banks, leasing companies, 

guarantee funds, mutual guarantee institutions, promotional banks or any other financial institution providing 

financing to SMEs, or guarantees for SME financing. 

Equity & Mezzanine 

Through venture capital and private equity interventions, the EIF plays a crucial role in the creation and 

development of high-growth and innovative SMEs by facilitating access to equity for these companies across the 

entire lifecycle of corporate innovation. Through this reputation, while maintaining a highly selective process, 

the EIF takes significant minority stakes in funds which provide a catalytic effect on commitments from a wide 

range of investors, particularly in the private sector. The scale and scope of the EIF investments, along with its 

added value on fundraising, allows it to promote best market practice and corporate governance for teams it 

chooses to support. EIF's equity activity is principally backed by resources from its main shareholders, the EIB 

and the EC, and has been strengthened by the EFSI funds. 

The EIF invests EIB resources under the EIB Risk Capital Resources (RCR) mandate, to pursue its equity activities. 

RCR is the core pillar of EIF’s equity activity and is a critical resource that enables EIF to pursue its core 

investment strategy in the venture capital. The RCR mandate has also opened the scope of EIF’s activities to new 

segments and given EIF opportunities to reach additional final beneficiaries, such as midcaps, bridging market 

gaps which were not supported with existing instruments whilst complementing EIB’s current midcaps product 

offering. One of the complementary tools under RCR launched at the end of 2014 is the Mezzanine Co-
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Investment Facility (MCIF). This program enables EIF to co-invest in target companies alongside mezzanine funds 

supported under the debt-equity window of RCR. MCIF widens the spectrum and leverages the efficiency of 

EIF’s risk finance support for SMEs and midcaps, thereby enhancing their access to finance. 

COSME 

Through COSME LGF (Loan Guarantee Facility), the EIF offers guarantees and counter-guarantees, including 

securitization of SME debt finance portfolios, to selected financial intermediaries (e.g. guarantee institutions, 

banks, leasing companies, etc.) to help them to provide more loans and leases to SMEs. By sharing the risk, 

COSME guarantees allow the financial intermediaries to expand the range of SMEs they can finance, facilitating 

access to debt finance for many SMEs who might be having difficulties in accessing the traditional banking 

system. 

Under this Facility the EIF provides: (i) first-loss capped guarantees and counter-guarantees to selected Financial 

Intermediaries; (ii) in the case of securitization option of the LGF, guarantees on mezzanine tranches of the 

securitized portfolio of the selected Financial Intermediaries. 

InnovFin Guarantee Facility 

The InnovFin Guarantee Facility is a portfolio direct financial guarantee providing credit risk coverage on a loan 

by loan (or lease by lease) basis for the creation of a portfolio of eligible Beneficiary Transactions, where 

beneficiaries must be innovative SMEs. The EIF covers a portion of the losses incurred by the financial 

intermediaries on loans, leases and guarantees between €25,000 and € 7.5 million which they provide under the 

InnovFin SME Guarantee Facility. Eligible funding to the client of the financial intermediary shall be covered by 

EIF at a guarantee rate of up to 50 percent. The Guarantee constitutes a financial guarantee and covers 

defaulted amounts (relating to unpaid principal and interest) incurred by the Financial Intermediary in respect 

of each defaulted eligible funding to the client of the financial intermediary.  

 

The key tool for evaluating projects is the Scoreboard, which is in essence the evaluation grid based on 

four pillars: (1) the project’s contribution to EFSI policy objectives, (2) the project’s quality and 

soundness, (3) the project’s technical and financial contribution, and (4) the project’s complementary 

indicators. The latter encompasses an additional group of indicators related to additionality, 

macroeconomic impact, multiplier effect, amount of private funds mobilized, cooperation with National 

Promotional Banks (NPBs) and Investment Platforms, cofinancing with ESIF and other EU instruments 

(such as Horizon 2020, COSME, CEF), energy efficiencies realized (if relevant), and climate change impact 

(if relevant). 

The additionality principle is the key factor in attaining EFSI objectives. The additionality principle says 

that investments can only receive financing if they would not receive support from existing EU 

instruments—in particular those of the EIB—or if they would not be financed to the same degree. The 

regulation has defined the principle as the ability to address market failures or suboptimal investment 

situations that could not have been carried out (or at least not to the same extent) as without EFSI 

support. It is explicitly stated that EFSI projects should have higher-risk profiles than projects normally 

http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2015.244.01.0020.01.ENG
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supported by the EIB. Higher-risk profiles are defined by EIB internal rules and correspond to its 

activities in so-called special activities.8  

The EFSI offers guarantee arrangements to support economically viable investments. Operations 

supported by the EFSI guarantee typically have a different risk profile, since the provided enhancement 

will thus create eligible projects and operations that at market standards alone would not have been 

bankable. The process of risk assessment (including technical details on the probability of default and 

recovery rate calculations) follows EIB standard criteria and will quantify the total risk absorption of 

each operation on which the guarantee is measured. The guarantee must be compliant with state aid 

rules. 

Box 4. State Aid 

The EC has already highlighted that, to ensure infrastructure and project investments supported under the EFSI are 

consistent with state aid rules, projects should address unmet needs, maximize private financing to whatever 

extent possible, and avoid crowding out privately financed projects. The EC also advises that projects should 

generally be open to all users, including competing operators, and on fair, reasonable, and appropriate conditions, 

so as to avoid creating barriers to entry. To maximize the impact of such investments, the EC will formulate a set of 

core principles for the purpose of state aid assessments, which a project will have to meet to be eligible for 

support under the EFSI. EFSI financing is not state aid within the meaning of the EU Treaties, and EFSI financing will 

not have to be approved by the European Commission under EU state aid rules. Projects supported by EFSI may 

however also benefit from financial support (co-financing) by Member States (ESIFs and national co-financing). 

Such co-financing is, unless granted on market terms, state aid which must be approved by the Commission. If a 

project meets these criteria and receives EFSI support, any national complementary support will be assessed under 

a simplified and accelerated state aid assessment (aiming to complete its assessment within six weeks of receiving 

the required information from the Member State), whereby the only additional issue to be verified by the EC will 

be the proportionality of public support.  

 

Key components of the financing process are the “first loss” guarantees and other risk-bearing 

instruments. These are designed to compensate for the higher risk compared to conventional EIB 

projects and to mobilize private sector financing. The EFSI reduces the risk of investment projects and 

enables the subordination of part or all of the capital. Investments that are unattractive on an ex ante 

basis can thus be made more interesting for investors with lower risk-bearing capacity. The risks taken 

by the plan’s operations will range from equity, mezzanine, and subordinated debt to senior loans. 

To attract institutional investors, the EFSI should focus on projects that are difficult or impossible to 

fund solely by private investments. Otherwise, there is a risk that engagement from the EFSI or the EIB 

could crowd out private investors. This concern is based on past experiences involving sovereign or 

supranational institutions and potential credit-enhancement products. In the past, private investors 

have considered projects unattractive when expected return rates were too low as a consequence of 

                                                           
8 Special activities include (1) loans, guarantees, or equity operations in which the higher risk is borne entirely by 

the EIB; as well as (2) operations in which the risk is shared with third parties (“risk sharing”), notably the EU 

budget under agreements with the EC. 
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sovereign or supranational institutions’ engagement. Moreover, projects were considered unattractive 

when such engagement caused investment volumes to become too small to be conducted in a cost-

efficient way. 

Private investors can benefit from the EFSI via two channels: (1) cofinancing/risk sharing on the 

project level, and (2) cofinancing through investment platforms.9 Private sector entity participation is a 

key feature of the EFSI. Investors can cofinance projects on a risk-sharing basis with the EIB, with their 

financing backed by the EFSI. Investors can also participate in Investment Platforms that may be 

established in the future, notably with the participation of NPBs, so that projects can be pooled in areas 

such as energy efficiency or broadband. These should be understood as coinvestment arrangements 

structured with a view toward catalyzing investments in a set of projects. Accordingly, they can vary 

from new legal entities such as funds (for example, the Marguerite Fund or the European Energy 

Efficiency Fund) to looser forms such as cofinancing or risk-sharing agreements. 

NPBs are the key players for successful implementation. Along with the related investment platforms 

and funds with support of the EFSI guarantee, NPBs are expected to play a prominent role in identifying 

viable projects, developing projects (and, where appropriate, bundling them), and attracting potential 

investors. Possible financial products refer to risk-sharing options to provide support for unsecured 

lending and riskier types of financing, joint securitization platforms, venture capital funds, and other 

investment instruments. 

The EC goes so far as to recommend that Member States that lack an NPB establish one. The main 

objective is twofold: (1) to create a system that can efficiently mobilize public resources from different 

levels of governance (European, national, and subnational); and (2) to allow the investment policy to 

more effectively use public resources by attracting private funding into the big capital-intensive 

infrastructure projects. It is also worth noting that the EC’s intention is to set up a more integrated 

system of European Development Banks, which would not only include transfer of knowledge and more 

cooperation, both vertically and horizontally, but also mutual acceptance of costly procedures such as 

due diligence.10  

The EFSI is flexibly constructed to facilitate Member States’ participation. A number of Member States 

have pledged to contribute indirectly, through their NPBs. To date, nine Member States have announced 

contributions to the investment plan: the UK (£6 billion, which is around €8.5 billion), Germany (€8 

billion), France (€8 billion), Italy (€8 billion), Poland (€8 billion), Spain (€1.5 billion), Slovakia (€400 

million), Bulgaria (€100 million), and Luxembourg (€80 million). When contributing through an NPB, 

however, the respective entity has more say in how to allocate its capital. The funds will either go into 

                                                           
9 The proposed EFSI regulation state investment platforms can include, according to the regulation: “Special 
purpose vehicles, managed accounts, contract-based co-financing or risk sharing arrangements or arrangements 
established by any other means via which entities channel a financial contribution in order to finance a number of 
investment projects.” 
10 The European Development Finance Institutions (EDFI) network, an association of 15 bilateral institutions 
operating in developing and reforming economies, serves already to strengthen information flow and cooperation 
between its members with some efforts to harmonize systems and procedures. 
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an investment platform, or the NPBs will collaborate with the EFSI on a project-level. In this way, 

Member States secure the option to channel their promotional bank support to projects in their own 

country. 

2.1.3 EARLY STAGE IMPLEMENTATION PROGRESS 

Since the EFSI’s establishment, progress has been adequate, reaching nearly one-quarter of the 

overall target. By end-February 2016, the EIB Group had approved €10.6 billion (€7.2 billion by EIB and 

€3.4 billion by EIF) of new financing backed by the Juncker Plan. This financing is supporting a total 

investment estimated at €76.1 billion, or approximately 25 percent of the final target of €315 billion to 

be triggered by the plan. In terms of progress, the EIB is currently at 15 percent while EIF is at 28 percent 

compared to the original plan (€49 and €12 billion, respectively). The faster pace of the EIF is not 

surprising given they are so far utilizing EFSI on their existing products.  

Based on the approved financing and total mobilized investment, it seems that the private sector 

appetite for yield is higher than expected. Based on the ratio of total mobilized investments compared 

to the EIB approved financing, the realized external multiplier amounts to 7.2. If compared with the 

“target” multiplier of 5.2 (for the Infrastructure and Innovation Window it is 4.9 and for the SME 

Window 6.3), the EIB Group seems to be getting more leverage than expected. However, until more 

details are available, it remains unclear whether this means the projects are less risky than anticipated 

or the private sector appetite for yield is higher (which could be understandable in the current market 

where yields are very low). 

The anecdotal evidence suggests that the overall multiplier is very close to the target of 15, which 

raises questions on the internal multiplier. Having in mind the achieved external multiplier of 7.2, the 

EIB appears to be constrained by its own internal risk management, which would result in the lower 

internal multiplier (or is not yet fully utilizing the available capital). The effective internal multiplier 

appears to be around 2, compared to the plan of around 3. This may be a function of initial projects, and 

therefore the internal multiplier could rise as more projects come to fruition (the internal leverage may 

be achieved, but part of the available funds could be kept in reserves until more projects are available to 

be financed). Once details are known, it would be very helpful to get a better understanding of the 

dynamics of this process. 

There are projects underway in 22 out of the 28 EU Member States11, with some geographical bias 

towards larger countries and those that have not experienced sharp investment declines, and mostly 

in energy and transport. In the case of EIB, 26 percent of total financing has been approved for 

countries most severely affected by an investment downturn. In contrast, about 23 percent has been 

allocated to countries that experienced an increase of investment levels during the said period. In the 

case of EIF, only 14 percent of guarantee funding benefits countries with sharp drops in their investment 

level whereas almost half has been approved for countries with a positive change in investment levels. 

                                                           
11 Cyprus, Greece, Lithuania, Latvia, Malta and Romania have not used EFSI-backed financing so far.  
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Almost half of the EFSI backed financing is for energy projects and transport infrastructure. Given the 

role of SMEs in the Investment Plan (mainly through EIF, but also through EIB), providing funding to 

them has also been a major area. 

 

Figure 8. Implementation of the Juncker Plan (as of March 2016)  

Number of Projects Sectoral Structure 

  

Source: EC, staff calculation. 

By and large, most of the financing backed up by EFSI have gone to EU-15 countries. Member States 

that joined the EU from 2004 onwards account for only 3 projects or about 7 percent of EIB financing. 

The same, although slightly better, holds for EFSI-supported EIF funding: out of 43 approved EIF 

guarantee projects, 9 are implemented in NMS or around 12 percent of the portfolio volume. One 

reason could be the project readiness and somewhat better investment management of the EU-15 

countries. Another reason could be the availability of European Structural and Investment Funds that 

are a more reasonable source of funding in particular for the Member States that joined the EU from 

2004 onwards.  

2.1.4 COMPLEMENTARITY AND FINANCIAL INSTRUMENTS  

The Cohesion Policy for 2014–2020 is the EU’s main investment instrument. It is delivered through the 

European Structural and Investment Funds (ESIFs). They account for about one-third of the overall EU 

budget. On top of €126 billion in programs managed by the EC (such as Horizon 2020 or the CEF), the 

total amount allocated for the Cohesion Policy in the seven-year budget is €351.8 billion for the 2014–

2020 period. The Cohesion Policy accounts for a significant share of public investment in many Member 

States and remains essential for preserving sustained levels of investment to finance growth-oriented 

policies throughout Europe. Given the size and importance of structural funds in new Member States, 

these funds constitute a significant share of public investment, along with domestic cofinancing.  

Another important part of the Investment Plan is to deliver an increasing share of ESIFs through FIs. 

The idea behind using financial instruments (FIs) is to use public funds more effectively and to unlock 

new sources of finance. FIs are instruments with a revolving character, meaning that they invest on a 
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repayable basis, as opposed to grants, which are nonrepayable. As the investment is subsequently 

repaid, FIs enable the ESIFs to be invested in multiple final recipients over successive funding rounds 

beyond the initial programming period, thus creating a financially lasting legacy from EU funds. The EC 

(notably DG REGIO, DG AGRI, DG EMPL, and DG MARE) offers technical assistance and advisory services 

to Member States, its managing authorities, and other stakeholders to develop a knowledge base and to 

improve the administrative capacity for implementing FIs. In contrast to the previous 2007–2013 period, 

for the current financial perspective this is delivered in a coherent way via a common facility—called fi-

compass (horizontal strand).  

At the very least, the Investment Plan aims to double the use of FIs in the ESIFs from 2014 to 2020. 

Member States can use structural funds to invest in eligible projects alongside the EFSI. Member States 

and regional authorities are also invited to use EU funds at their disposal as effectively as possible by 

focusing on key areas and maximizing the multiplier effect of invested EU funds. This implies an 

increased use of FIs in the form of loans, equity, and guarantees instead of traditional grants. Doubling 

the amount of FIs and using the multiplier effect could mobilize at least €20 billion in additional 

investments.12 

As the Investment Plan for Europe assumes the critical gravitational spot in EU investment policy, it is 

important that both ESIFs and EFSI mutually reinforce each other. The legal bases of both allow for 

contributions to support each other’s objectives (the complementarity element). Both have different 

purposes and are implemented with different financial instruments. The simple rule for their operation 

is “complementarity without overlap.” The implementation process must respect applicable rules—

Common Provisions Regulations (CPR) vs. the EFSI Regulation. 

An important aspect of these respective rules relates to the eligibility of the funds mobilized through 

the EFSI, in the context of the project/program costs that can be co-funded by ESIFs. The combination 

of ESIFs and EFSI is possible either at individual project or at financial instrument level in cases where 

                                                           
12 According to DG REGIO’s Summary Report 2014, at the end of 2013 there were 941 FI in operation in all Member 

States with the exception of Ireland and Luxembourg, with a total value of Operational Program contributions to 

all FI amounting to €14.3 billion, of which €9.6 billion came from ESIFs. 

Box 5. The Technical Assistance Platform under the 2014–2020 Framework  

Assistance and advisory services are designed to be delivered through two strands: (1) the horizontal strand, 

implemented by the EIB, which provides guidance applicable in all Member States to all types of FIs to ensure 

high standards and consistency (for example, regarding the exchange of good practices, networking, training, 

methodological guidance on common themes such as ex ante assessments, public procurement, state aid, and so 

on); and (2) the multiregion strand, which responds to the proposals of managing authorities for the benefit of 

regions in at least two Member States. Such activities would typically include support for assessing the potential 

use of FIs that target specific challenges shared by involved regions (such as financing energy-efficiency 

interventions or supporting cross-border initiatives). Under the supported actions, cooperation with international 

financial institutions or at least two relevant national financial institutions is required. 

http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:32013R1303
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the respective applicable eligibility criteria are satisfied. EFSI and ESIF programs may cover different risks 

and may support different or the same parts of the capital structure of a project or investment platform 

provided that the rules on double funding and preferential remuneration are complied with. Thus, in 

case of combination in a single project, the part of the project supported by an ESIFs program (consisting 

of an ESIF plus the respective national co-financing) cannot receive support from EFSI; otherwise this 

would constitute double-financing. At the project level, this also means that EFSI support to the project 

cannot count as national co-financing of an ESIF program and the EFSI supported part of the project 

consequently cannot be declared as eligible expenditure for ESIF support. 

The combination is possible at the project and financial instrument levels and through investment 

platforms. ESIF resources cannot be directly transferred to the EFSI, since the EFSI is not recognized as a 

financial instrument. The complementarity here applies to both combining grants (ESIFs) with a financial 

instrument (EFSI) and creating/supporting financial instruments from both sources. The former asks for 

clear distinction in the project funding structure (breaking down the project into subcategories with 

different financing arrangements), whereas the latter requires strict distinction in the project capital 

structure, which should normally relate to covering the project’s different risks (the EFSIs gravitate 

toward more risky elements). 

Figure 9. Example of ESIFs and EFSI combination at the project and investment platform level 

  
Source: EC. 

In general, the possible modalities of ESIFs and EFSI combination at financial instrument / investment 

platform level could be as follows: 

1. The managing authority could set up a new investment platform (considered as a financial 

instrument under CPR) in which EFSI and other investors would invest their resources; 

2. The managing authority could make an ESIF contribution into an existing investment platform 

(considered as a financial instrument under CPR) set up with EFSI resources at national, regional, 

transnational or cross-border level. The investment platform would then invest EFSI and distinct 

ESIF program contributions in final recipients (other investors may participate); 

3. The managing authority could set up a financial instrument (with or without a Fund of Funds) 

in which the investment platform set up with EFSI support could participate as an investor (at 
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the level of Fund of Funds or financial intermediary) and other investors may also participate 

(This may also apply to NPBs); 

4. The managing authority could set up a financial instrument with ESIF contributions (other 

investors may participate). The investment platform set up with EFSI support would intervene 

directly at project level on a deal by deal basis. 

2.2 PILLAR 2: STRENGTHENING THE INVESTMENT PIPELINE 
Although a big part of the problem lies with lack of investment projects, the EC recognized certain 

supply-side problems. To improve the identification and preparation of investment projects across 

Europe, it is necessary to improve the way potential investors and public authorities perceive the real 

economy’s needs and how they can respond to it. Most of these problems are related to channeling and 

developing projects that can be easily communicated with potential (private) investors and to receive 

feedback. This would help make them more attractive as a potential investment. 

2.2.1 THE EUROPEAN INVESTMENT PROJECT PORTAL 

The first instrument for doing so is the European Investment Project Portal (EIPP)—a publicly available 

online list of viable projects presented in a transparent and standardized way. It serves as an 

information instrument available to all investors—private, public or international—about projects that 

could be financed by the EFSI if justified and/or by other means. This list allows potential private and 

public investors to base their decisions on real needs and relevant data and sources. Furthermore, it 

increases a projects’ credibility and attracts investors outside of the EU.  

http://ec.europa.eu/priorities/jobs-growth-investment/plan/eipp/index_en.htm
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Figure 10. Snapshot of the EIPP 

 
Source: EC. 
 

Certain eligibility criteria have been established for publishing a project on the EIPP. To qualify, 

projects must be (1) worth at least €10 million, (2) expected to start within three years of their 

submission to the EIPP, (3) promoted by a public or private legal entity established in an EU Member 

State, and (4) compatible with all applicable EU and national laws. The processing fee for project 

applications is €100 during the prelaunch phase and €250 thereafter.  

2.2.2 THE EUROPEAN INVESTMENT ADVISORY HUB 

An additional instrument developed jointly by the EC and EIB is the European Investment Advisory 

Hub (EIAH), which provides support for project development and preparation across the EU. Both 

institutions contribute financially to the initiative, which has an overall budget of €20 million per year. 

The EIB is responsible for managing the EIAH, which is established within the EIB. As their core business 

is coordination, EIAH’s main goal is to establish a close cooperation with national development 

banks/institutions, Managing Authorities, local players (consultants, chambers of commerce) and IFIs. 

EIAH is building a network of partners, which could help them in knowledge/best practice sharing, local 

point of entry, and delivery of services. So far, EIAH has signed an MoU with a majority of NPBs and it is 

doing the same with IFIs. One example is EBRD and its potential use of the Small Business Support 

program.   
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The EIAH is a one-stop shop for all technical assistance pertaining to investments within the EU. It is 

intended to serve project promoters, public authorities, Member States, and the private sector. The new 

service builds on already-available EU technical assistance schemes13 and is integrating all investment 

advisory services. 14  The objective is to strengthen and accelerate investment by providing 

comprehensive and swift advice to (1) prepare and develop quality projects and investments; (2) 

enhance the effective use and potential leverage of ESIFs, CEF, Horizon 2020, and other EU funds, in 

particular through reinforced and flexible use of FIs in response to market needs; and (3) improve access 

to other sources of public and private finance. 

Some examples of their work so far are: (i) Following the request from a national government for help 

with the structuring and financing of several small-scale renewable energy projects, the EIAH is 

providing support in developing the underpinning strategy and clarifying major issues (e.g. a proper 

demand analysis and cost-benefit analysis); or (ii) Request for project implementation/coordination 

support for a major ecology program in the Danube region; a consultant will be engaged by the Hub to 

develop a roadmap prioritizing the delivery of a series of critical sub-projects/actions and identify 

possible sources of funding. 

2.3   PILLAR 3: SUPPORTING INVESTMENT-CLIMATE REFORM 

The plan’s third pillar is structured around supporting measures to improve the investment 

environment. First and foremost, further deepening the Single Market remains a top priority, notably 

with initiatives to (1) develop the Capital Markets Union; (2) improve the functioning of the Single 

Market in goods and services; (3) create a Digital Single Market; and (4) develop an Energy Union, which 

would also address climate change challenges.  

2.3.1 IMPROVING THE REGIONAL REGULATORY FRAMEWORK 

An optimal regulatory framework for doing business across Europe and its Single Market is essential 

to unlocking and sustaining the investment momentum. An efficient, simple, and clear regulatory 

environment has a direct impact on investment and growth. In order to further improve the investment 

environment, much needs to be done to provide the necessary regulatory predictability that will remove 

barriers to investments across the EU and reinforce the policies within the Single Market. To trigger the 

investment, the regulatory framework—on both the European and the national level—needs to be clear, 

predictable, and stable. Achieving this kind of environment is critical for incentivizing investments, 

especially those of a long-term nature.  

                                                           
13 Such as: ELENA (European Local ENergy Assistance), EEEF (European Energy Efficiency Fund), JEREMIE (Joint 
European Resources for Micro to Medium Enterprises), JASPERS (Joint Assistance to Support Projects in European 
Regions), JESSICA (Joint European Support for Sustainable Investment in City Areas), and JASMINE (Joint Action to 
Support Micro-finance Institutions in Europe). 
14 Overall, there are 47 advisory programs, of which JASPERS is the largest one (30mn). In total (earmarked to 
advisory) EIB has 220 people, of which 120 work for JASPERS. 



 24 

The EU has recently conducted numerous steps to improve the framework for financial sector 

regulation. Some areas of certain economies still have a strong national regulatory bias, which hampers 

cross-border initiatives. This was the case in the banking sector before the important step toward a 

banking union in the EU. Because it was decided and implemented in response to an acute crisis, the 

banking union has defined a new template for integration: In little more than two years, the EU has 

moved from a traditional single-market model that was characterized by significant inertia, and left 

much leeway to national regulators, to a new model that imparts extensive responsibility to a single 

regulator. However, fragmentation and sub-optimal regulation is still the case in fields such as energy 

efficiency, the development of renewable energies, several areas of the services sector, and data 

protection. 

Additional planned initiatives would significantly boost investment. Other than necessary measures in 

the financial sector, important regulatory reforms require that steps be taken across all important 

infrastructure sectors, including energy, telecom, transport, and the Single Market for services. Efforts 

to integrate infrastructure networks and to efficiently develop the existing rules are needed at the 

national, regional, and European level. The EU economy’s competitiveness would benefit from 

abolishing barriers to knowledge transfer and receiving a significant boost in research and innovation.  

Box 6. Work toward Removing EU Regulatory and Administrative Obstacles to Investment 

In 2015 the EC addressed barriers to investment with an EU and Single Market dimension. This work will continue 

as laid out in the Single Market strategy, Energy Union, Digital Single Market, and Capital Market Union. These 

initiatives include specific measures that will directly affect investment, which include the following: 

 The recent Single Market Strategy proposes a set of actions to remove economically significant barriers 

that impede Europe's investment agenda. It includes targeted measures to support start-ups; remove 

barriers to firms’ growth and ensure that entrepreneurs have a second chance; and facilitate access to 

finance, particularly for SMEs. It foresees a legislative initiative that will introduce a services passport 

with a harmonized notification form and an electronic document repository to increase certainty and 

reduce barriers for service providers who seek access to other EU markets to expand their activities. The 

Single Market initiative proposes to set up a voluntary ex ante assessment mechanism of the 

procurement aspects of certain large-scale infrastructure projects. It will also encourage Member States 

to improve their review of procurement decisions. 

 Barriers to investment can be also financial. Recent reforms of the EU’s financial regulation framework 

and the completion of the banking union will help develop a transparent and resilient financial sector 

that contributes to stability and confidence. Building on the actions carried out in the context of the 

banking union, the creation of a Capital Markets Union will, over time, further reduce fragmentation in 

the EU’s financial markets and lower the cost of funding for the real economy. In particular, adopted 

measures to enhance securitization will yield a more diverse supply of finance to SMEs and the 
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2.3.2 REFORMS AT THE NATIONAL LEVEL 

In parallel, the investment plan is supported by measures to improve the investment environment at 

the national level. In addition to initiatives at the EU level, the investment plan requires Member States 

to identify and address challenges to investment at the national level. With a view toward assisting 

Member States, the EC’s services have started to map policy fields and instruments to provide an 

overview of the main challenges to national-level investment. The potential challenges have been 

classified into five broad categories (with subdivisions into main topics and main types of challenges) 

ranging from (1) public administration/business environment; (2) labor market/education; (3) financial 

sector/taxation; (4) research, development, and innovation; and (5) sector-specific regulation (in 

business services/regulated professions, retail, construction, digital economy/telecommunications, 

energy, and transport).  

                                                           
15 On September 30, 2015 the EC published a new delegated regulation amending the Solvency II Delegated Acts. 

Now, qualifying infrastructure investments are treated as a distinct asset class under Solvency II with much lower 

risk weights and capital charges. This is intended to facilitate investment by insurers in European public 

infrastructure projects  

amendment of Solvency II. Meanwhile, more positive treatment of infrastructure investment as an asset 

class will increase financing for long-term investment projects.15 More than thirty other measures are 

expected over the coming two years, all of which are aimed at reducing barriers in the market. 

 The Digital Single Market Strategy aims to maximize the growth potential of the digital economy. It 

includes initiatives to improve consumer and business access to digital goods and services and 

emphasizes creating a level playing field to allow digital networks and innovative services to flourish. 

Among other things, the strategy envisages an overhaul of EU telecoms rules, notably through more 

effective spectrum coordination and common EU-wide criteria for spectrum assignment at the national 

level, as well as creating incentives to invest in high-speed broadband. The strategy also foresees actions 

to end unjustified geo-blocking in Europe, which will facilitate corresponding economies of scale and 

investments to unfold. Further initiatives concern harmonizing contractual laws, especially in terms of 

the supply of digital content and online sales of tangible goods; overcoming bottlenecks to e-commerce, 

which remains fragmented along national borders; and modernizing copyright regimes and enforcing 

intellectual property rights to allow for wider online access across the EU. 

 The Energy Union was adopted in February 2015 and has created momentum to herald the transition to 

a low-carbon economy. In this context, the Energy Union initiative is developing a new electricity market 

design that will support the integration of renewable energy, improve the price signal for investment, 

ensure that public intervention is compatible with the Single Market, and enhance regional cooperation. 

This includes assessing the implications of the proposed measures on energy prices, with an emphasis on 

the link between wholesale and retail prices. Support measures to incentivize investments should be 

consistent with other forms of intervention, such as removing price regulations or fossil fuel subsidies. 

Finally, developing electricity interconnection until 2030 will contribute to the Single Market. 

Source: EC staff working document on national investment challenges. 
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The main challenges to investment are to some extent consistent with macroeconomic features and 

investment trends. For most of the euro area Member States that have been heavily hit by the crisis, 

the main challenges to investment are linked to the legacy of private and public debt and the need to 

reallocate resources to the tradable sector, including through improvements in cost competitiveness 

and by reforming wage-setting mechanisms. For most Member States in the group of the cohesion 

countries (those that still benefit ESIFs), the main challenges to investment often relate to the 

unpredictability, complexity, and heavy burden of the regulatory framework, a lack of transparency in 

public administration, the judicial system, the tax system, and difficulties accessing finance. In the 

remaining group of Member States (including most core euro area countries and some non-euro area 

ones), countries generally face fewer challenges to investment, and remaining obstacles can include 

sector-specific regulatory challenges (such as retail, construction, and business services and regulated 

professions).  

2.3.3 AN EASE OF DOING BUSINESS VIEW 

Another way to see the differences between countries is to refer to the “traffic light” table, which 

uses Doing Business 2016 results to highlight how EU countries are performing within the EU, and 

where reforms might help boost competitiveness. For example, although it has become easier to 

enforce contracts, the average time it takes to do so is still long—about 590 days, compared to less than 

a year in Lithuania, Luxembourg, and Sweden. Although it takes on average more than twenty-three 

days to deal with licenses, it takes more than fifty days in Belgium, Croatia, and Slovenia. There is also 

room to reduce the time companies spend compiling their taxes in many EU countries—more than four 

hundred hours in Bulgaria and the Czech Republic, compared to less than four days in Luxembourg, 

Estonia, Ireland, and Finland. 
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Figure 11. Ease of Doing Business Rankings  
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Denmark 8                         1                         5                         2                           6                         6                         3                         1                         13                       4                         

Sweden 7                         5                         2                         5                           18                       3                         9                         16                       14                       11                       

United Kingdom 3                         7                         3                         16                        2                         1                         2                         26                       22                       8                         

Finland 12                       12                       4                         12                        13                       24                       4                         24                       10                       1                         

Portugal 2                         13                       8                         6                           23                       24                       18                       17                       6                         3                         

Austria 23                       9                         7                         10                        16                       11                       21                       1                         2                         12                       

Estonia 9                         4                         17                       4                           6                         26                       8                         20                       9                         19                       

Lithuania 1                         6                         18                       1                           6                         15                       12                       19                       5                         26                       

Germany 26                       3                         1                         22                        6                         16                       19                       23                       3                         2                         

Netherlands 10                       24                       12                       7                           20                       20                       7                         1                         21                       6                         

Latvia 5                         8                         22                       8                           2                         17                       6                         21                       11                       20                       

Slovenia 16                       16                       14                       19                        26                       2                         11                       1                         19                       7                         

France 6                         15                       6                         26                        20                       9                         22                       1                         7                         16                       

Ireland 4                         18                       10                       15                        6                         5                         1                         27                       23                       14                       

Slovak Republic 17                       11                       15                       3                           13                       27                       20                       1                         20                       17                       

Poland 27                       14                       13                       17                        2                         18                       14                       1                         16                       18                       

Spain 21                       25                       24                       13                        16                       9                         13                       1                         12                       15                       

Czech Republic 20                       26                       11                       14                        6                         19                       27                       1                         25                       10                       

Bulgaria 13                       21                       27                       18                        6                         3                         26                       18                       18                       22                       

Romania 11                       20                       28                       20                        1                         21                       17                       14                       17                       21                       

Belgium 14                       10                       19                       28                        23                       23                       23                       1                         15                       5                         

Italy 18                       17                       21                       9                           23                       13                       28                       1                         24                       13                       

Hungary 25                       23                       25                       11                        2                         22                       25                       15                       8                         25                       

Croatia 24                       28                       23                       25                        18                       7                         15                       13                       4                         24                       

Greece 15                       19                       16                       27                        20                       14                       16                       22                       28                       23                       

Cyprus 19                       27                       20                       21                        13                       8                         24                       28                       27                       9                         

Luxembourg 22                       2                         9                         24                        27                       28                       10                       1                         1                         27                       

Malta 28                       22                       26                       23                        28                       12                       5                         25                       26                       28                        
Source: Doing Business 2016 database. 
Note: The intensity of the color reflects a country’s rank (out of 28) for an indicator. The lower the number, the better the performance for a 
specific indicator. Colors range from green, meaning a strong performance and a high position on the ranking, to yellow (average performance) 
and red (low performance). 


