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The European Investment Bank and the ACP Countries: 
An Effective Partnership ? 

Sacha Silva 

Introduction 

The EU-ACP partnership is one of the most crucial 
in North-South relations, in both country coverage 
and the aggregate amounts of bilateral aid changing 
hands. The European Commission has become th e 
world's fifth larges t dono r o f development aid . E C 
resources for development come from three sources: 
the E U budge t fo r non-AC P countries , th e Euro -
pean Development Fund (EDF ) for the 77 African , 
Caribbean and Pacific (ACP ) states , and the Euro-
pean Investment Bank (EIB). 

In 2002 , th e E U budge t an d th e ED F con -
tributed € 6.5 billion t o thei r variou s developmen t 
partnerships, o f which a  large share (€2. 4 billion ) 
went to the ACP states. Together with aid from it s 
member states the EU provides more than 50% of all 
aid going to ACP countries. Although the demands 
of E U accessio n i n Centra l an d Easter n Europ e 
meant tha t AC P countrie s ar e n o longe r th e pri -
mary beneficiaries of EU aid, the absolute amount of 
EU-ACP ai d ha s increase d substantiall y sinc e th e 
Yaoundé and Lomé conventions. The first Financial 
Protocol o f thei r successor , th e Cotono u Agree -
ment, is for € 15. 2 billion over the five-year period . 

The EIB is becoming an increasingly importan t 
actor in the provision of EU aid to ACP countries . 
The EDF remains the primary vehicle for EU aid to 
ACP countries , bu t it s fundin g i s largel y grant -
based, requiring constant donor replenishment,1 and 
often focuse d o n grant s t o th e publi c sector . Th e 
EIB's co-financin g requirement s an d syndicatio n 
instruments mean s tha t it s financia l impac t ca n 
spread beyond it s relatively smalle r allocation . Th e 

Cotonou Agreemen t contain s substantia l languag e 
oriented toward s private-secto r development , 
intended i n part t o recognise th e importan t rol e of 
markets and the private sector as a primary engine of 
economic growth - a  major break with the 25 years 
of Lom é co-operatio n tha t wer e marke d b y exclu -
sive government-to-government relation s (ECDPM, 
2001). Th e EIB' s comparativ e advantag e i n fin -
ancing private-secto r investmen t implie s tha t i t i s 
uniquely poised within the subset of European insti-
tutions to play a larger role in EU-ACP relations. 

The EIB lends more than any other multilatera l 
institution ye t ha s s o far operate d unde r relativel y 
little externa l scrutiny . Due to it s expanding man -
date under Cotonou, however, a systematic study of 
the EIB's mandates and instrument s i s in the inter -
est of ACP countries. This chapter is a contribution 
to thi s study. Its scope i s necessarily limite d by th e 
lack o f publicly availabl e informatio n o n th e EIB's 
activities and the noted reluctance of many EIB offi-
cials to disclose such data (see later section 'Reform-
ing the EIB-ACP investmen t nexus') . The study is 
intended t o b e a  starting poin t fo r futur e wor k o n 
the EI B and t o provid e som e initia l analysi s o f it s 
roles, functions an d utility for ACP investment . 

The nex t sectio n outline s th e EIB' s role i n th e 
provision of EU aid to ACP countries, followed by a 
brief historica l overvie w o f th e EIB' s performanc e 
under th e Lom é conventions . Th e EIB' s mandat e 
under Cotono u an d th e instrument s availabl e fo r 
ACP investmen t i s outlined , whil e th e fina l sec -
tions proposes enhancements t o the EIB' s role as a 
catalyst for ACP investment . 

This paper was prepared as a background document for a larger study on a model ACP Investment Treaty commissioned by the Secretariat. The 
author wishes to thank, without implication , D r Roman Grynberg, Prof Andreas Antoniou an d Dr Indrajit Coomaraswam y for very helpfu l 
input. 
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The EIB and EU development aid 

A 'policy-driven public bank? 

Founded in 195 8 by the Treaty of Rome, the EIB is 
the officia l financin g institutio n o f the EU , owned 
by its member states. The institution views itself as a 
'policy-driven public bank' (EIB, 2003), and its lend-
ing guidelines are set accordingly. Its mandate states 
that it should serve to function a s a European finan -
cial institutio n toward s th e promotio n o f a  'bal -
anced an d stead y developmen t o f th e Commo n 
market in the interest of the Community'. The EIB's 
principal tas k i s t o fun d investmen t withi n th e 
European Union, bu t i t also operates i n more tha n 
120 countrie s i n th e framewor k o f externa l co -
operation an d developmen t policie s of the EU . As 
such the EIB can be considered as the EU's 'develop-
ment bank' , performin g simila r function s t o othe r 
IFIs such as the World Bank Group. It is the largest 
institution of its kind in the world (measured by vol-
ume o f annua l financin g activity) , wit h lendin g 
activities i n developin g countrie s stretchin g bac k 
nearly 40 years. By end-2001, the EIB has provided 
over € 7  billion to the ACP and Overseas Countries 
and Territories (OCT) regions (EIB, 2002). 

Despite it s size and centra l role i n EU externa l 
financing, th e EIB' s mandate i n developin g coun -
tries is unclear. This is due in part to its autonomous 
legal status, accorded by article 266 of the EC Treaty. 
The EIB has often argue d tha t i t serves a dual pur-
pose (EIB, 2003); that of a bank and an EU institu-
tion. Yet within EU documentation, i t is not named 
as an institutio n wit h a  legislativ e o r enforcemen t 
task. However, i t i s legally bound t o act within th e 
limits of the EC Treaty. Recently, NGOs have seized 
upon thi s ambiguity t o address perceived shortfall s 
in corporat e governanc e an d social/economi c 
standards in the EIB's operations. This chapter wil l 
address these issues briefly in later sections.2 

From a  development perspective , wha t i s most 
relevant i s tha t whil e th e Bank' s lega l personalit y 
and financia l autonom y ar e specifie d i n th e E C 
Treaty, policymakin g autonom y i s not . Whil e th e 
EIB i s endowe d wit h it s ow n decision-makin g 
bodies, it s freedom t o manoeuvre i s limited b y EC 
decision-making. These policies often take the form 
of externa l mandate s t o len d fro m th e EIB' s ow n 
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resources with a Community or member states guar-
antee, or from grant resources provided by the EC or 
member state s (know n a s risk capita l operations) . 
Thus the EIB is called upon by the EC to further it s 
development policy objectives in partner countries. 
However, this somewhat derivative approach to the 
EIB's developmen t financin g ha s raise d concern s 
with severa l observers . A  recen t DFI D repor t 
(DFID, 2000) noted that : 

'The Bank  manages  its  external  lending  operations 
according to  certain  broad  principles.  Foremost 
among these  is  the  principle  that  external  lending 
conforms to  the  EU's overall  development strategy. 
However, there  is  no  agreed  statement  setting  out 
how the  Bank's proposed  activities will contribute to 
the EU's international  development  aims  and exter-
nal regulations.  There  is  a  need  for  a  clear  set  of 
objectives together with associated performance indi-
cators. Without  these  it is difficult to  judge the effec-
tiveness of  the  Bank's  operations  and  whether  it 
makes good use of the grant resources it receives from 
the EU...  The  Bank  defines  the  concept  of  value-
added in  very  broad  terms,  without  differentiating 
effectively between  internal  and  external  lending. 
Lending under  the  mandates  is  intended to  support 
the EU's  development  objectives,  and  associated 
budget resources  (including  backing  for  member 
state guarantees)  are  classed  as development  assis-
tance. So  the  objectives and impact  of  external lend-
ing need to  be defined in  developmental terms.  This 
requires assessment  of  the  economic,  financial, 
environmental and  social impact of projects.' 

The DFI D report noted tha t tha t th e EIB's lack 
of specific mandate s for development , lo w staff-to -
disbursements ratio compared to other IFIs , heavily 
centralised structure and little presence on the ground 
in developin g countrie s mean t tha t 'insufficien t 
consideration i s given to whether th e interventio n 
is developmentally sound'. The DFID report goes on 
to say that the EIB is 'fundamentally a  project-based 
institution': i t does not prepar e it s own country o r 
sector strategies, instead often relyin g on those pre-
pared by the EC and its country delegations. 

This situation may arise for several reasons. The 
first i s that the EIB operates within an often convo-
luted and overlapping institutiona l architectur e fo r 



EU aid delivery. The EIB intervenes in tandem with 
a number o f EU bodies, such as DG Development , 
DG Trade, PROINVEST, and CDE whose mandates 
also extend t o developin g countrie s an d especiall y 
the ACP region. This renders any direct comparison 
between the EIB and other multilateral lenders diffi-
cult, sinc e institutiona l instruments , capacit y an d 
mandates vary considerably across the board. Given 
recent developments such as the creation of a single 
implementing offic e fo r aid , EuropeAid , an d th e 
deconcentration of authority to developing-country 
delegations, any evaluation of the aggregate impac t 
of EIB interventions - especiall y individua l projec t 
loans -  i s increasingl y complex . Moreover , withi n 
this institutiona l framework , th e EIB' s lending i s a 
relatively small share - a s seen in Table 1 , EDF allo-
cations dwarf those of the EIB. 

The secon d possibl e reaso n i s tha t th e EIB' s 
lending to ACP countries is in turn a small share of 
its own portfolio. As mentioned earlier , EIB priori-
ties reflect thos e of the EU, of which relations with 
developing countries (especially far-off ACP regions) 
rank, by revealed preference, a distant fourth on the 
list. The EIB's lending to the ACP region i s a small 
fraction of its total portfolio. Of the €42.3 billion in 
loans signed in 2003: 

• €34. 2 billion went to the EU-15; 

• €4. 6 billion went to the CEE accession states; 

• €2. 1 billio n went t o the Mediterranean Partne r 
Countries; 

• €37 2 million went to Balkan states; 

• €34 8 millio n wen t t o Asi a an d Lati n America ; 
and 

• €  723 million (1.7% of total lending) went to the 
ACP an d OC T states , o f whic h €26 0 millio n 
went to South Africa (EIB , 2003). 

The thir d an d mor e likel y reaso n lie s i n th e com -
mercial natur e o f th e EIB' s operations . Th e EIB' s 
operations withi n th e EU , a s see n above , ar e th e 
lion's share of total lending. The higher grade client 
base an d th e EIB' s relationshi p wit h E U bank s 
implies that its operations within the EU are akin to 
that of an investment bank. This more commercia l 
portfolio (compare d to other IFIs) exerts a powerful 
influence o n th e EIB' s interna l guideline s shapin g 
transparency, lendin g criteria , portfoli o balance , 
and institutiona l structure . The EIB guidelines and 
institutional structur e hav e create d a  unique 'lea n 
and mean ' business model that allow s for relatively 
decentralised an d streamline d operation s wit h a 
minimal amount of staff. 

However, the EIB's remit include s the financia l 
co-operation protocol s o f th e ACP-E U mandate . 
This gives it an external role more in common with 
the multilatera l developmen t banks , wh o hav e a 
very different structure . Reviews of the EIB' s lend-
ing operations i n ACP countries have raised legiti-
mate and pressing concerns regarding the suitability 
of th e EIB' s lendin g toolki t fo r th e economi c 
prospects of its clients in the ACP region. 

Table 1 . EU aid to ACP countries (ECU/€ million ) 

Lomé 1 

1975-80 

Lomé II 

1980-85 

Lomé III 

1985-90 

Lomé IV 

1990-95 1995-200 0 

Cotonou 

2000-07 

EDF 
Grants 
Special loans 
Risk capital 
Stabex 
Sysmin 

3,072 
2,150 

446 
99 

377 
-

4,724 
2,999 

525 
284 
634 
282 

7,400 
4,860 

600 
600 
925 
415 

10,800 
7,995 

-
825 

1,500 
480 

12,967 
9,592 

-
1,000 
1,800 

575 

Source: Wolf and Spoden (2000) 
aExcluding OCT (200 ECU million, of which 165 million is through EDF and 35 million through EIB). 

13,500 

EIB 

Totala 

390 

3,462 

685 

5,409 

1,100 

8,500 

1,200 

12,000 

1,658 

14,625 

1,700 

15,200 
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Despite th e EIB' s lo w institutiona l weight  i n 
EU-ACP financing an d the small ACP share of its 
total lending , ther e ar e severa l pressin g reason s t o 
reform th e EIB-AC P investmen t nexus . First , 
investments that are 'small· from th e EIB's perspec-
tive ca n certainl y hav e larg e impact s i n smal l 
economies tha t dominat e th e AC P membership . 
Second, one of the EIB's strengths is its ability to use 
its lending to lever in additional finance, and facili-
tate access to the international market for countries 
and enterprises that would not otherwise be able to 
gain access to loans. This implies that in ACP coun-
tries th e actua l developmen t impac t o f th e EIB' s 
interventions ma y b e severa l order s o f magnitud e 
larger than the nominal disbursement o f individual 
loans. 

Third, as noted in the introduction to this paper, 
the EIB through the language of the Cotonou Agree-
ment i s poise d t o pla y a  large r rol e i n ACP-E U 
negotiations. Althoug h EI B allocation s wil l mos t 
likely remain subordinat e t o thos e o f the EDF , the 
larger developmen t rol e accorde d t o th e privat e 
sector in Cotonou instruments implies a greater EIB 
role an d b y extension greate r consideratio n fo r it s 
potential impact . Lastly , th e recen t emphasi s o n 
enhancing ai d effectivenes s a t othe r IFI s include s 
greater co-ordination and coherence among donors 
to reduce the burden on aid recipients and allow for 
clearer evaluatio n o f developmen t targets . Th e 
fact tha t the EIB operates within overlapping insti -
tutional frameworks implie s that greater formal co-
ordination an d accountabilit y fo r outcome s i s 
required, no t less . While EI B lending base d o n a n 
external mandate may not be a problem per se, a lack 
of clear , publicly availabl e document s linkin g spe -
cific EI B activitie s an d broade r E U developmen t 
targets is a cause for concern. 

Evaluating EI B operations unde r Lom é 

Under th e successiv e Lom é Conventions , project s 
or programmes were financed by grant or risk capital 
from the EDF or by loans from the EIB.3 Risk capital 
for investmen t financin g wa s use d t o assis t th e 
implementation o f directly productive investment , 
both publi c an d private , i n orde r t o contribut e t o 
the economi c an d industria l developmen t o f th e 
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ACP state s (Articl e 26 3 of the Lom é IV Conven -
tion). Th e mai n guidelin e fo r th e EIB' s interven -
tions i n the are a o f risk capita l operation s i s to be 
found i n Article 23 6 of the Lom é I V Convention , 
stipulating tha t th e EI B should financ e i n th e firs t 
instance productiv e project s an d programme s i n 
industry, agro-industry, tourism, mining, energy and 
in transpor t an d telecommunication s linke d t o 
these sectors. 

Article 233.2 of the Lomé IV Convention (Arti -
cle 197. 2 and 3 of the Lomé III Convention) give s 
criteria t o b e considere d i n decidin g upo n th e 
method of financing for aid projects or programmes: 

1. th e level of development, the geographical situa-
tion, an d th e economi c an d financia l circum -
stances of the ACP states; 

2. th e nature o f the project o r programme, it s eco-
nomic an d financia l return , a s well a s it s socia l 
and cultural impact; and 

3. i n th e cas e o f loans , th e factor s guaranteein g 
their servicing. 

A series of special reports by the Court of Auditors 
(1998), conducted on the basis of a tripartite agree-
ment betwee n th e EIB , the E C an d th e Cour t o f 
Auditors, reviewe d th e EIB' s rol e unde r Lomé . 
These reports were among the first to publicly criti-
cise the EIB' s lending i n ACP countrie s an d high -
light th e consequence s o f th e disconnec t betwee n 
the EIB' s 'commercial ' operation s an d it s develop-
ment role . Thes e studies ' finding s wer e partiall y 
echoed i n a  revie w b y th e EIB' s ow n Operation s 
Evaluation Departmen t o f ris k capita l operation s 
undertaken between 198 9 andl998.4 

Lack of consideration of development 
context 

Both reviews found tha t whil e EIB documentation 
contained a  hig h leve l o f technica l assessmen t a t 
the project  level, assessmen t a t th e country  leve l 
regarding th e developmen t contex t fo r th e inter -
vention wa s absent . Bot h report s emphasise d th e 
need for stricter criteria and guidelines for the use of 
risk capital funds to be developed, in order to obtain 
an additional value for development purposes. 

NEW WATERS 



When some  projects  were  selected,  in  some  coun-
tries, especially  those  which  have  modernised  their 
economic policies less than others, insufficient  atten-
tion was paid to  the country's development  priorities 
and therefore the potential development impact  of the 
EIB's risk  capital  resources. In  particular,  the  pro-
portions of  total  lending  allocated  to  infrastructure 
projects (usually  as  a  co-financier),  private-sector 
enterprises and global  loans through  financial inter-
mediaries were not  always  consistent  with  develop-
ment priorities  (EIB OED , 2000). 

Both th e lac k o f consideratio n o f economi c risk s 
and of development considerations were tied to crit-
icism in both reports of the lack of capacity withi n 
the EIB itself Th e OED report noted that thi s lack 
of capacity caused unnecessary delays and that bot -
tlenecks have occurred in project selection, particu-
larly when th e bank' s technical , economi c o r lega l 
staff- al l of whom have much wider responsibilities 
than th e AC P countrie s -  hav e faile d t o respon d 
promptly to requests from loan officers for advice on 
the suitabilit y o f projects fo r selectio n (EI B OED, 
2000). The OE D report ende d with a  blunt assess-
ment of the EIB's capacity constraints: 

The EIB  has  an  inadequate  institutional  memory 
and also  makes insufficient  use  of  knowledge  man-
agement to  ensure that  the staff working on the ACP 
countries learn  from each  others experience.  Project 
documentation is  erratic and incomplete, duplication 
of material is  commonplace, and  the  introduction of 
electronic communication has  not been  matched  by 
appropriate filing or recording systems. Partly  due to 
work overload,  there  are  few  formal  or  informal 
opportunities for  loan  officers  in  particular  to  learn 
from the  successes and failures of  other loan officers 
in different divisions. 

Crowding out of local sources of finance 

On a  related poin t th e report s criticise d th e EIB' s 
lack o f consideratio n a s t o whethe r th e propose d 
intervention coul d potentiall y crow d ou t loca l 
sources of financing, an d whether a  bilateral inter -
vention neede d t o b e mad e fro m ris k capita l 
resources. The ECA report noted tha t thi s was par-
tially du e t o th e criteri a define d i n th e Lom é I V 

Convention an d b y th e ban k bein g broa d s o tha t 
any judgement as to whether the financing of a pro-
ject i s appropriat e i s subjective . However , i t pro -
vided a  few example s o f operation s finance d fro m 
risk capital resources where the rationale for an EIB 
intervention was debatable and/or unclear. The fol-
lowing examples are from ECA (1998): 

• Th e modernisation of joint-venture fishing fleets 
in Mozambique and in Madagascar, which in fact 
were profitable an d generating hard currency for 
repayment o f the loan s s o tha t othe r source s of 
financing could have been found. 

• Th e proceed s o f th e tw o globa l loan s give n t o 
financial intermediarie s i n th e Dominica n 
Republic on-len t entirel y t o establishe d SME s 
which had already proven to be successful in their 
operations, thus the loan would have been given 
to th e fina l beneficiar y eve n withou t th e EI B 
global loan being available. 

• Th e use of risk capital funds i n the form of global 
loans and a loan with participating rights in New 
Caledonia, where other sources of funding coul d 
easily have been mobilised. 

Unclear pass-through of interest rate 
subsidies 

A major criticism of EIB interventions has been the 
lack of clarity surrounding it s interest rate policies, 
notably th e Bank' s high relianc e o n on-len t fund s 
(via loca l intermediaries , suc h a s so-calle d 'globa l 
loans'). I t i s clea r tha t th e Bank' s stron g balanc e 
sheet an d favourabl e credi t ratin g allow s financia l 
intermediaries t o access funds o n borrowing condi -
tions tha t ar e highly favourabl e vis-à-vis  thei r ow n 
domestic market. What i s less clear is how much of 
that borrowin g premiu m end s u p wit h th e fina l 
investors a s interes t rate s ar e usually se t a t marke t 
level. 

It shoul d b e note d tha t thi s practic e yield s 
several benefits, noted i n the ECA report: it avoids 
distortion o f competition ; i t mitigate s th e ris k o f 
irregularities occurrin g i n th e selectio n o f bene -
ficiaries (ris k o f corruption) ; an d encourage s loa n 
beneficiaries t o b e sel f supportin g i n th e longe r 
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term. Fo r th e fina l beneficiary , however , th e onl y 
advantage of this risk capital financing i s that it pro-
vides easier access to medium- or long-term financ -
ing rathe r tha n mitigatin g th e prohibitivel y hig h 
interest rates that are endemic in many ACP states. 
While longe r maturity loan s are of clear benefi t t o 
investors, i t is not apparent whether the EIB is best 
positioned t o provide such domestic-rate financin g 
as it is often available on the local market and there 
is a risk, alluded to above, of a crowding-out effect . 

For Lomé III, the Convention provides that th e 
interest rate shall be determined by reference t o the 
characteristics o f eac h projec t an d shal l no t b e 
higher than 8%. Under Lomé IV's mandate for EIB 
risk capita l operations , Articl e 234(1)(c ) state s 
that, i n th e cas e o f loan s t o AC P state s o r inter -
mediaries, 'the interest rate shall, in any case, be less 
than 3% ' (thoug h th e actua l loa n pric e ca n b e 
higher i f the loan remuneration include s a variable 
interest rat e componen t linke d t o a  performanc e 
indicator). Despite these provisions, both the EC A 
and OE D report s foun d severa l case s wher e th e 
interest rate s establishe d b y th e EI B wer e highe r 
than the rate mandated under the various Conven-
tions. 

Furthermore, the EIB's high reliance on on-len t 
funds - a s opposed to more directed interventions to 
potentially profitable projects - introduce d the pos-
sibility o f marke t distortio n b y providin g conces -
sional financin g t o intermediarie s only . The EC A 
report rathe r bluntl y state d tha t 'fro m a  develop -
ment policy point o f view, the Bank' s policy t o se t 
interest rate s fo r SME s a t marke t leve l an d t o us e 
more concessiona l interes t rate s fo r large r size d 
enterprises in the private and public sector is against 
the spiri t of the Lomé Convention an d can lead t o 
an unbalance d situatio n i n th e allocatio n o f th e 
advantages of risk capital financing to the beneficia-
ries' (ECA, 1998). 

The ECA report went further with two examples 
worth reiterating: 

• A n electricit y producin g an d distributin g com -
pany in the Dominican Republic which received 
a 6% loan under a n on-lending agreemen t wit h 
the Government of the Dominican Republic and 
with th e exchang e rat e ris k t o b e born e b y th e 

138 NAVIGATIN G NE W WATERS 

beneficiary. In  th e sam e countr y SME s have t o 
pay interes t rate s o f between 22 % and 32 % fo r 
loans on-lent t o the m b y an intermediary , how -
ever, with the exchange rate risks to be borne by 
the intermediary . 

• I n Mozambique a  local subsidiary o f a European 
enterprise activ e i n fisherie s borrowe d a t a n 
interest rate of 4% from the government through 
an on-lending agreement. The exchange rate risk 
was limite d a s it s operation s generate d har d 
currency. Newl y establishe d SME s paid interes t 
rates varying between 40 and 46% on on-lending 
agreements with intermediaries, as the latter had 
to cover the exchange rate and the inflation risks. 

In sum, the use of different type s of financing (direc t 
loans, loans via an ACP state, global loans) poten -
tially le d t o th e unequa l treatmen t o f fina l bene -
ficiaries: while some benefit from the 3% maximum 
interest rat e mentione d i n th e Lom é Convention , 
the others have to pay market rates. Though not the 
only determining factor, the effects of exchange rate 
fluctuations pla y an important role in setting inter -
est rates above the 3% level. These effects an d thus 
the justification fo r higher interest rates can be cal-
culated onl y afte r loan s have bee n full y repaid . I n 
addition, i n th e cas e o f loan s wit h participatin g 
rights, the total remuneration to the EIB - bein g at 
least partl y dependen t o n th e resul t o f th e bene -
ficiary enterprises - coul d well exceed the 3% limit 
(ECA, 1998). 

Both reports noted a  lack of explicit considera -
tion (i.e . through availabl e documentation) withi n 
the EI B o f th e developmen t value-adde d o f EI B 
interest rate policies. The OED report criticised the 
EIB for its 'inadequate justification for, as well as severe 
inconsistency in, the use of the interest rate differential in 
those projects where the EIB's loans were on-lent to the 
ultimate beneficiaries... there  has been very little super-
vision of, or even information about, how this differen-
tial was  actually used in each case' (EI B OED, 2000). 

Other shortfalls 

Both th e EC A an d OE D report s include d severa l 
other EIB shortfalls i n their review of the Lomé III-
IV risk capital operations experience: 



• Flawe d tendering: In many cases, the EIB did not 
comply with EU rules that tenders should be only 
open t o firms having thei r main sea t i n ACP o r 
EU member states. 

• Loa n undertakings : Severa l case s occurre d 
where undertakings were not met by beneficiaries 
- progres s reports / financial statement s not pro-
vided, foreign currency not provided by state, etc. 
- an d th e EIB' s reaction wa s either inconsisten t 
or one of resignation to the problem. 

• Delaye d implementation : Severa l project s suf -
fered fro m delaye d implementatio n fo r a  variety 
of reasons, leading to risk funds being committed 
without bein g effectivel y use d (so-calle d 'sleep -
ing balances'). 

Cotonou mandat e an d instrument s 
The Cotonou approach to the ACP private 
sector 

In 199 6 the Europea n Commission  issue d a  Green 
Paper5 outlinin g th e EC' s approac h t o th e post -
Lomé ACP-E U relationship . Th e Gree n Paper' s 
main polic y messag e wa s tha t th e ACP-E U rela -
tionship shoul d reflec t 'th e growt h o f trade , th e 
unification o f capital markets and the globalisatio n 
of production an d distributio n markets' . An y ne w 
ACP-EU agreement would have to formulate: 

'new approaches concerning  the  role of aid and a 
redefinition of the parties' respective  roles: emphasis 
is placed on  the policy environment,  local capacity 
building, the role of civil society, and on new ways of 
including other agents of  development, especially  in 
the private sector'. 

The Cotono u languag e promise s a  ne w attitud e 
towards th e privat e secto r an d it s primar y rol e i n 
development - a s noted in the introduction, a major 
change fro m th e 2 5 year s o f Lom é co-operatio n 
marked exclusivel y b y government-to-governmen t 
relations. 

A recen t ECDP M repor t outline d th e majo r 
Cotonou provisions reflecting thi s change: 

• systemati c involvemen t o f th e privat e secto r i n 
political dialogu e an d i n definin g co-operatio n 
policies, strategies and priorities; 
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• large r responsibilities for the private sector in the 
implementation of projects and programmes; 

• mor e diversifie d package s o f financia l suppor t 
and private sector support instruments; 

• provision s for capacity-building support to streng-
then the organisation and representation of inter-
mediate private sector bodies (ECDPM, 2001). 

This ne w approach , deepenin g th e provision s o f 
Lomé IV bis (1995-2000) an d complementing th e 
1998 integrate d E C strateg y fo r private-secto r 
development, promises an integrated an d dialogue-
oriented approac h t o developing th e private secto r 
in ACP states. 

Through Cotonou the EU has agreed to provide 
support at three levels: 

• th e macro  secto r (policie s fo r macr o stability , 
investment climate reform); 

• th e meso  leve l (soun d intermediat e busines s 
structures and associations); and 

• th e micro  level (fosterin g competitivenes s an d 
productivity through access to credit and techni-
cal assistance). 

The EIB's mandate under Cotonou 

The Agreemen t establishe s th e EIB' s mandat e 
under th e ne w Cotono u approach . Accordin g t o 
Article 71.6(c) , 'Co-operation  shall provide long-term 
financial resources, including  risk capital, to assist in 
promoting growth in  the  private  sector and help  to 
mobilise domestic and foreign capital for this purpose. To 
this end, co-operation shall  provide, in  particular, risk 
capital for equity or quasi-equity investments,  guaran-
tees in support of  domestic and  foreign private  invest-
ment and loans or lines of credit: Particular emphasi s 
is placed o n effort s t o improv e acces s o f SME s t o 
risk-sharing instruments and to term finance. 

In addition , Articl e 3.1(b ) o f Anne x I I o f th e 
Cotonou Agreemen t emphasise s th e developmen t 
of the loca l financial secto r t o make i t an effectiv e 
channel for the financing and development of small 
business, and o n domesti c ACP capita l market s t o 
foster thei r capacit y t o mobilis e domesti c savings . 
The I F will also fund viabl e public or private infra -
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structure project s a s a  prerequisite  t o encouragin g 
investment an d sustaine d growt h (Articl e 3. 1 o f 
Annex II). The IF is required under Article 3.1 (a) of 
Annex I I to be a revolving fund operatin g on mar-
ket terms, ultimately generating adequate economic 
rates of return in the long run. 

EIB instruments under Cotonou 

The Cotonou Agreement provides for EU financia l 
assistance t o be provided t o the ACP state s by the 
EC (fo r th e gran t ai d programme) an d b y the EI B 
(for loans and equity financing for the business sec-
tor). The first financial protoco l of Cotonou - cov -
ering the 9th EDF - i s for € 15. 2 billion over the first 
five-year period . Whil e Cotono u mandate s a  wide 
range of instruments for financial co-operation to be 
made available by the EIB for private-sector projec t 
financing, i n practic e th e numbe r o f instrument s 
has bee n rationalise d unde r a  singl e €3. 9 billio n 
tranche. Part of this will be made available though a 
new Investment Facility (IF) provided for under the 
Cotonou Agreement . Th e I F replace s th e forme r 
risk-capital fund s o f th e membe r state s unde r th e 
stewardship of the EIB. 

Under th e IF , the EIB will manage €2.2 billio n 
in ED F gran t fund s t o disburs e non-gran t ai d t o 
investment project s a s well a s providing €1.7 bil -
lion in loans from its own resources. Separately from 
the EIB, the EDF will disburse € 11. 3 billion in grant 
aid fo r long-ter m developmen t throug h nationa l 
and regiona l E C programme s (se e Tabl e 2). 6 Th e 
EIB's mandate unde r Cotono u include s a  separat e 
bilateral agreemen t wit h Sout h Africa , wher e th e 
EIB will provide € 825 million in loans from it s own 
resources. Th e EI B instrument s availabl e unde r 
Cotonou ar e describe d belo w an d summarise d i n 
Table 3.7 

Eligibility: EIB funds unde r Cotono u ar e availabl e 
to investor s i n th e privat e secto r o r th e 'commer -
cially ru n publi c sector' , comprisin g state-owne d 
enterprises involved in market-oriented production. 
Generally, all sectors are eligible with the exception 
of a  smal l negativ e lis t o f exclude d sector s (non -
ethical drugs , gambling , etc.) . Sectora l priorities 
will be adjusted fo r portfolio diversification an d EC 
strategies (mos t notabl y financia l secto r develop -
ment). Beneficiarie s include , amon g others , loca l 
and foreig n enterprises , financia l intermediaries , 
and state-owne d enterprises . The IF' s contributio n 
to a  give n operatio n wil l normall y no t represen t 
more than 50% of the total funding required and the 
EIB encourages co-financing with other IFIs such as 
the World Bank. However, circumstances - suc h as 
small project size , a small country, or the absence of 
alternative resources - ma y justify a  larger share. 

Operations: Article I  of Annex I I to th e Cotono u 
Agreement specifies that operations can be financed 
directly o r throug h intermediaries . On-len t fund s 
are subject t o a number of prudential requirement s 
and th e righ t o f th e EI B t o vet o an y projec t 
approved throug h a n intermediary . Th e dividin g 
line betwee n direc t an d indirec t financin g varie s 
according t o th e siz e o f th e economy . I n 
medium/large ACP states, EIB directly finances pro-
jects requirin g €5 million ; i n smalle r AC P states , 
particularly island economies, the threshold is € 2- 3 
million. 

Instruments an d terms : The I F uses a  number o f 
instruments o n a  case-by-cas e basi s t o fun d AC P 
investments: 

• Loans:  Senior or junior/subordinated deb t where 
maturity, assesse d o n a  case-by-cas e basi s an d 
interest rate s o r o n a  'market-related ' basis . For 

Table 2: First financial protocol (€ 15.2 billion ) of Cotonou Agreement 

European Development Fund (EDF) 
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European Commission (EC) 

Grant aid for long-term development 
(national and regional programmes) 

€113 billio n 

Source: EIB (2000) 

European Investment Bank (EIB) 

Investment Facility -
Loans/equity/guarantees for 
investment projects 

€2.2 billio n 

ElB's own resources -
loans for investment projects 

€1.7 billio n 



Table 3: EIB financial instruments available under Cotonou 

ElB's own resources  Investmen t facilit y 

Loans for investmen t project s Loans/equity/guarantee s 
for investmen t project s 

Senior debt: Pricing:  EIB reference rat e Pricing:  EIB reference rat e + mark-u p 
Security: 1 st class guarantee o r prime- Security:  guarantee (internationa l 
quality securit y (wit h possibilit y o f politica l o r local ) o r projec t securit y 
risk carve-out ) 
Currency: EUR, USD, GBP and ZAR Currency:  EUR (possibility o f other currencies , 

including loca l currency , in certain cases ) 
Amount limit  max . 50% o f projec t cos t 

Junior/subordinated debt : No t applicable. Pricing:  EIB reference rate + mark-u p 
Security: projec t guarantee o r other covenant s 
Currency: EU R (possibility o f other loca l currencies ) 

Quasi equity: participating No t applicable. Pricing:  variable remuneratio n a s a function o f 
or conditional loan s performanc e 

Security: usuall y unsecure d o r junior statu s wit h 
covenants 
Currency: EU R (possibility o f othe r loca l currencies ) 

Equity participation No t applicable . Pricing:  dividends/capital gain s 
Security: non e 
Currency: loca l currenc y 

Guarantees No t applicable . Pricing:  reflection o f the ris k born e 

Loans with subsid y Pricing:  EIB reference rat e les s 3% Pricing:  EIB reference rat e les s 3 % 
in special cases Security:  1 st class guarantee o r prime - Security:  guarantee (internationa l o r local ) o r 

quality securit y projec t securit y 

Source: EIB (2000 ) 

each loan , th e rate s wil l be th e ElB' s referenc e 
rate (in turn a function o f borrowing costs), plus 
an administrativ e margin , plu s a  mark-u p t o 
cover the perceived market or credit risk. In the 
case o f indirec t lending , intermediarie s deter -
mine thei r ow n on-lending terms , which ar e i n 
turn monitored by the IF. 

• Qnasi-equity: Mainl y in the form of conditional 
or participatin g loan s i n operation s requirin g 
risk-sharing. This may include variable remuner-
ation loans where the variable element is set to a 
relevant parameter such as the price of output. 

• Equity: Take n principall y throug h investmen t 
funds, othe r intermediarie s o r special-purpos e 
vehicles (although direct equity investments will 
be considered). The EIB , however, will not nor -
mally take a controlling interest nor seek to influ-
ence managemen t decision s (thoug h i t reserve s 

the right to do so on a case-by-case basis). 

• G uarantees: Pricin g o f ris k o f expropriation , 
war/civil disturbance , non-transfe r o f currency , 
breach of contract, etc. 

Loans from th e ElB' s own resources are only avail -
able in widely traded internationa l currencie s (an d 
for project s i n Sout h Africa , i n ZAR) . Loans fro m 
the I F are normally disbursed and paid i n EUR but 
can be made, on a  case-by-case basis , effectively i n 
local currency through a currency swap though at a 
higher interest rate reflecting domestic conditions. 

Subsidies: The Cotono u Agreemen t provide s tha t 
€195 millio n o f EDF resources will be available t o 
subsidise th e interes t rat e o f loans  fo r project s 
financing b y th e I F an d fro m th e ElB' s ow n 
resources. The interes t subsidies may be capitalised 
and use d i n th e for m o f grant s pai d u p front . 
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Cotonou provide s that th e subsidised rat e may not 
be lower than 50 % of the unsubsidised (reference ) 
rate. I n principl e i t shal l no t b e highe r tha n 3% . 
Interest rate subsidies are permitted in the case of: 

• publi c secto r infrastructur e project s i n LD C o r 
post-conflict countries; 8 

• restructurin g operations in the context of privati-
sation; 

• fo r exceptiona l project s wit h a  stron g socia l o r 
environmental impact ; or 

• fo r project-related technica l assistance. 

EFP: In January 2003, the EIB signed a Framework 
Agreement on Financial Cooperation with the Euro-
pean Development Financin g Institutions (EDFIs) , 
Agence Français e d e Développemen t (AFD ) an d 
Germany's KFW Development Ban k to launch th e 
European Financin g Partner s (EFP) , a  special -
purpose vehicle jointly owned by the EDFIs and the 
EIB on behal f o f the Investmen t Facility . EF P is a 
co-finance investmen t matchin g facility t o suppor t 
private-sector investment s i n th e AC P region . It s 
funding wil l be provided by the Investment Facility 
(€90 million ) an d b y followin g EDF I member s 
(€50 million): BIO (Belgium), CDC (United King-
dom), DE G (Germany) , FINNFUN D (Finland) , 
FMO (the Netherlands) and PROPARCO (France). 

Recent EIB  investments 

The Investment Facility came into force on 1  April, 
2003. To carry ou t it s Cotonou Mandate , th e EI B 
established a  special business uni t withi n th e EIB's 
ACP departmen t wit h additiona l staff , a s wel l a s 
opening regiona l representativ e office s i n Dakar , 
Nairobi and Pretoria. Despite the increase in capac-

ity, EIB activity i n the ACP states under the Coto-
nou mandate has been muted so far, with nine pro-
jects signed in 2003. As shown in Table 4, EIB lend-
ing t o th e AC P ha s totalle d € 2 billio n fro m 
1999-2003 (€2.7 5 includin g South Africa ) evenl y 
distributed across sectors with nearly a third of total 
lending concentrated i n global loans. 

According to the 200 3 IF Annual Report,  thi s is 
due to '[th e IF's ] nature as a revolving fund, its more 
ambitious objectives in support of the private sector and 
the wider range of financial instruments to be deployed, all 
imply that a great deal of organisational preparatory work 
was required within the EIB... In these circumstances, it 
was inevitable that operational activities themselves would 
only make a modest  start in the  nine months from 1 
April 2003 to the end of the year' (EIB, 2003). 

Annex I  summarise s recen t EI B lending , bot h 
under the Cotonou/I F mandate an d previous man-
dates. Out o f 45 loans for which publicly availabl e 
information i s available, 22 are above € 1 0 million, 
largely concentrate d i n heav y infrastructur e an d 
utilities (10 loans) and global loans for SME financ-
ing (six loans). The largest EIB loan in 2003/04 was 
a €9 0 millio n disbursemen t unde r th e EIB' s co -
financing arrangemen t wit h EFP . IF financing wa s 
also use d fo r equit y investment s i n a  serie s o f 
regional African funds . The mos t striking aspect of 
the investment s liste d i n Annex I  is that onl y fou r 
loans of the 45 tota l ar e explicitly earmarke d fo r a 
non-African country : globa l loan s fo r Tuval u ( € 1 
million), th e Caribbea n (€ 8 million ) an d th e 
Dominican Republic (€40 million) as well as a € 11 
million hotel investment in Fiji. 

Reforming the EIB-ACP investment nexus 

Any review of the EIB-ACP investmen t nexu s - a 
relationship tha t ha s now stretched bac k over sev-

Table 4. EIB lending to ACP and Republic of South Africa (RSA) , by sector (€ million ) 

Energy 
Transport/telecoms 
Environment 
Industry/services 
SMEs (global loans) 

Total 

ACP (1999-2003) 

478 
295 

213 88 
308 
713 

2,009 

ACP (2003) 

60 
56 

47 
212 

463 

RSA (1999-2003) 

107 
145 

25 
475 

752 

RSA (2003) 

50 

210 

260 
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eral decades - mus t address the fundamental discon -
nect betwee n it s structure an d it s ACP mandate. 9 

The EIB enjoys the efficiency gain s of a more hands-
off, streamline d 'commercial · bank operatin g a s an 
independent body ; whose mandates ar e formulate d 
externally bu t whos e operatin g guideline s ar e for -
mulated internally; whose funds are provided at pre-
mium rates but is not required to monitor individua l 
loans on a less-than-large scale. This structure avoids 
much of the hassle experienced a t many other IFI s 
where individual loan officers mus t often navigate a 
bureaucratic maz e of safeguards, externa l consulta -
tions and forma l cross-checks . This mor e commer -
cial, decentralise d an d streamline d structur e ha s 
provided a  value-added i n its operations within th e 
EU. 

However, th e previou s section s hav e outline d 
several criticism s whic h aris e from th e EI B imple-
menting an extra-EU development mandate which, 
this chapter - an d others cited within - ha s argued, 
it doe s no t hav e th e capacit y t o implement . Th e 
crucial (an d potentiall y problematic ) assumptio n 
here i s that implementin g such a development rol e 
requires th e sam e structur e an d capacit y o f othe r 
IFIs. Reshaping the EIB's guidelines in this manner, 
given th e smal l shar e o f ACP lendin g i n it s tota l 
portfolio, i s arguably bot h unfeasibl e an d unadvis -
able. The fundamental issu e here i s how to balance 
the EIB's dual role as a commercial financing arm of 
the EU , bu t operatin g unde r a  development man -
date withou t compromisin g it s effectivenes s i n 
either role. 

The previou s tw o section s o f thi s pape r note d 
that th e EIB , under Lom é an d Cotonou , operate s 
under a relatively broad mandate, again in compari-
son to other IFIs where lending activities are formu-
lated on more detailed countr y strategies , which i n 
turn dra w fro m polic y decision s an d institutiona l 
research. I t i s not surprising , given this leeway and 
the EIB's commercial and balance sheet constraints, 
that i t ha s chose n t o tak e a  relatively narro w an d 
conservative view of its development mandate. 

This chapter is not arguing that the EIB has fund-
amentally misinterprete d it s Cotono u mandate . 
This paper has argued that it s interpretation, whil e 
legally valid, has rendered the EIB highly risk-averse 
in it s deliver y o f developmen t aid , whic h ofte n 
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requires higher risk lending, a substantial technica l 
assistance component , an d a  trial-and-erro r 
approach t o assessin g investmen t condition s i n a 
given countr y o r sector . Ther e i s a  clea r cas e fo r 
reform i f indee d th e EI B i s t o fulfi l it s complet e 
Cotonou mandate , whic h include s (i n Articl e 1 ) 
the goa l o f 'reducin g an d eventuall y eradicatin g 
poverty, consisten t wit h th e objective s o f sustain -
able development and the gradual integration of the 
ACP countries into the world economy'. 

Strengthening development-oriented 
capacity 

Although the internal OED report was highly criti-
cal of the EIB' s lack of a 'development context ' fo r 
its lending , i t unsurprisingl y di d no t cal l fo r an y 
major structural changes to the EIB's procedures: 

Some Member  States  . .. have  argued  that  the  EI B 
should begin  to  operate  like  other  large  multilateral 
financial development  institutions,  getting  involved 
in a  wide  range  of  macroeconomic,  sector,  govern-
ance, social,  environmental and  other issues, partici-
pating in  more co-financed  projects  while producing 
much more  documentation  and  justification for  the 
development impact  of  its  lending  and  the  consis-
tency of  this  impact  with  EU  development  policy. 
The evaluation  team  believes,  on  the  contrary, that 
for the  allocation of risk capital resources in the ACP 
countries, the  Eli' s development  policies  would be 
best served  if  the  Bank  enhances  its  development 
impact by  concentrating  on  those  strategies,  areas 
and projects in which it has proved to have a compar-
ative advantage  over  other  donors and  investors.  It 
should continue  to  operate  on  a  'lean  and  mean' 
basis, with the  maximum flexibility  in  the way it  does 
business and the  greatest speed it can achieve in pro-
cessing and disbursing high quality loans (EIB OED , 
2000). 

However, th e OED report quoted abov e also refer s 
on tw o separate occasion s t o th e nee d t o enhanc e 
the EIB's 'development impact ' and states that 'The 
EIB should co-finance wit h the World Bank Group 
(or othe r multilatera l donor s o r investors ) onl y 
when its contribution i s expected to have a distinct 
development impac t o r i t ca n mak e a  strategi c 
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input, by transferring European technology and pro-
ject experience , o r i t ca n exer t leverag e t o ensur e 
the sustainabilit y o f it s componen t o f th e project ' 
(E1B OED, 2000) . Assumin g tha t (a ) a  'develop -
ment impact ' is assessed on a case-by-case basis and 
(b) suc h a n assessmen t goe s abov e an d beyon d 
whether a project is sustainable at prevailing domes-
tic interest rates, it i s not clea r how the EIB is in a 
position t o asses s it s developmen t impac t withou t 
moving to  some  degree  towards a  developmen t 
financing institution . In response to criticisms from 
environmental groups , th e EI B ha s adde d severa l 
environmental specialist s t o it s staf f t o produc e 
impact assessment s fo r individua l loans . Addin g 
similar staff for its development lending (i.e . a dedi-
cated development research and evaluations team), 
and making such documents publicly available, may 
be seen as a positive first step. 

Difficulties ma y ste m fro m th e EIB' s highl y 
decentralised structure , where , unlik e mos t othe r 
multilateral or bilateral financial institutions , major 
decisions on project selectio n are taken at the loa n 
officer level , in consultation with the relevant tech-
nical, economic and lega l staff. While such consul-
tations are no doubt undertaken by competent an d 
experienced loan officers, ther e i s (at present) littl e 
possibility for external observers to ensure that ade-
quate consultation s -  bot h withi n an d outsid e th e 
Bank - hav e taken place before loans are approved. 
A simila r point ca n be made for monitoring , agai n 
quoting the OED report regarding the development 
implications of the on-lent interest rate differential : 

In all  cases, the  EIB has  not seriously  monitored or 
obtained reports on the actual use of the differential, 
mainly because  the staff believed  it was the  responsi-
bility of the  recipient to  spend the  differential in  the 
way it  felt most  suitable  and that  the impact of  some 
of these  programmes  would  have  been  difficult  to 
monitor (EIB  OED  ,2000). 

Again, the question lies in the 'comparative advan-
tage' o f th e EI B which i s referre d t o i n th e OE D 
report. If the EIB's 'comparative advantage' is based 
on market considerations at the level of an individual 
loan, couple d wit h a  relatively hands-of f approac h 
from th e lende r an d focuse d o n a  narrow rang e of 
potentially profitabl e sectors , ther e i s legitimat e 
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scope for the EIB's clients in the ACP region to ask 
whether this comparative advantage is wide enough 
to justify a  large (€ 2 billion ) an d growing share of 
lending mandates. The implici t OED endorsemen t 
of the status quo rests on the assumption that a 'high-
quality loan ' i s assessed usin g equa l criteri a b y th e 
client (AC P countries ) an d lende r (EIB ) perspec -
tives. This chapter is suggesting otherwise. 

Increasing transparency and accountability 

A relate d poin t concern s th e EIB' s transparency . 
This has been the focus of many NGOs - especiall y 
those concerned with environmental issues and to a 
lesser extent developing countries - an d was a major 
focus o f the DFI D report. The availabilit y o f docu-
mentation regarding specific loans and lending strate-
gies i s often limite d t o publicl y availabl e informa -
tion o n th e EI B website , suc h a s Annua l Report s 
and genera l materia l reiterating th e EIB mandates. 
However, o n loan-specifi c material , despit e recen t 
improvements ther e i s a  paucit y o f descriptiv e 
material. 

A usefu l counterexampl e i s th e Worl d Bank , 
which provides in the public domain a  summary of 
the mai n projec t document , material s regardin g 
evaluations an d safeguards , informatio n o n th e 
implementing agency, and a description of how each 
loan fits into the World Bank's overall development 
strategy i n th e country . Th e immediat e concer n 
would b e on e o f capacit y -  if , a s th e OE D repor t 
mentions often, the loan officers ar e currently over-
worked a s is , suc h transparenc y ma y pu t undu e 
strain o n th e EIB' s capacity an d decreas e it s effec -
tiveness. However, two points must be made. First, 
such document s ar e undoubtedl y drafte d fo r pro -
jects; thu s makin g the m publicl y availabl e shoul d 
not require significant resources . Secondly, the EIB 
has no t mad e a  clea r cas e wh y th e publicatio n o f 
such documents woul d imperi l the efficienc y o f it s 
lending. Third, a s the EIB currently ha s the lowes t 
staff per euro disbursed among the IFIs and i t over-
sees a  muc h large r asse t portfoli o (du e t o it s rela -
tively large r lendin g i n high-investmen t grad e 
countries), i t i s no t clea r wh y th e EI B canno t 
increase its capacity without adversely affecting th e 
strength of its balance sheet. 



Perhaps a  mor e usefu l exampl e i s th e Inter -
national Finance Corporation (IFC) , which under -
takes many private-sector projects that are closer in 
nature and scope to the EIB's interventions. The dif-
ference i n disclosure i s striking. For a large number 
of projects , th e IFC' s websit e list s th e followin g 
information: 

• Descriptio n of company and purpose of project 

• Projec t sponsor and major shareholders of project 
company, with contact details 

• Tota l project cost and proposed IFC investment 

• Locatio n of project and description of site 

• Projec t development impac t and IFC's Role 

• A n analysi s o f environmenta l an d socia l issues , 
with proposed mitigation mechanisms and moni-
toring/compliance 

While th e EI B provide s som e o f th e informatio n 
headings liste d abov e i n it s projec t pipeline , th e 
information i s ofte n quit e minima l (tota l o f les s 
than hal f a  page fo r mos t AC P project s currentl y 
available on the EIB website) and unavailable once 
the project has been approved. The EIB state that its 
transparency policies had to 'protect the interests of 
its customers, having a duty to respect the confiden -
tiality of business-sensitive information an d the pri-
vacy interests o f individuals.. . It s information pol -
icy mus t als o suppor t th e effectivenes s o f th e 
Bank's decision-making processes and operations'.10 

However, i t is not clear how the EIB's lack of trans-
parency vis-à-vis  the IF C enhances it s effectivenes s 
given that both organisations service similar sectors 
and initiatives. 

The accountabilit y o f th e EI B - i.e . it s adher -
ence to basic corporate governance rules - ha s also 
been questioned by several external observers . The 
degree of supervision over and inpu t int o the EIB's 
external lendin g polic y b y stakeholder s i s unclear . 
For example, while ACP countries were party to the 
negotiations creatin g th e Cotono u mandate , th e 
operational guideline s o f th e Investmen t Facilit y 
itself - whic h arguably matter as much, i f not mor e 
than the mandate - wer e drafted within the EIB and 
presented t o th e AC P state s a s a  'fai t accompli'. 11 

The forma l structure s throug h whic h stakeholder s 
can presen t thei r concern s an d idea s t o th e EI B 
should be made explicit and accessible. 

Linking development with the market 

A lending institution whose commercial nature ren-
ders i t highly risk-averse may not fulfi l it s develop-
ment objectives , whic h ofte n requir e highe r ris k 
lending, a  substantia l technica l assistanc e compo -
nent an d a  trial-and-erro r approac h t o assessin g 
investment conditions i n a given country or sector. 
Grynberg an d Forsyt h (1998) , i n thei r revie w o f 
Lomé aid, make this point in the Pacific context : 

Virtually every donor has failures. The EU  is  no 
exception but some  project failure  is true  of  any 
entity that does anything  in a commercial context. 
As we  shall see, many of the less than  satisfactory 
projects in the Pacific are small and highly commer-
cial in nature. Moreover, they  are frequently 'gree n 
fields' projects that attempt to develop new industries 
or lines of production and are often in the most diffi-
cult areas. That  such projects should not meet with 
complete success should come as no surprise to those 
working in development. 

Grynberg an d Forsyt h furthe r not e tha t man y EI B 
loans t o th e Pacifi c unde r Lom é hav e bee n chan -
nelled through the government, notably state devel-
opment banks . Thus the EIB loans have been used 
not onl y a s an indirec t sourc e o f government rev -
enue, bu t als o a  mean s b y which th e governmen t 
increases it s control o f the commercia l sector . The 
end result is that the EIB, by pursuing existing chan-
nels o f short - an d medium-ter m profitability , ha s 
'not become an instrument for private-sector devel-
opment but has become an institution that has facil-
itated th e expansion of the state sector, often at the 
expense of private sector investment' (emphasis mine) 
(Grynberg an d Forsyth , 1998). There i s a potentia l 
danger then o f the EIB, by concentrating on a nar-
row range of market instruments and initiatives, will 
simply crow d ou t loca l source s o f finance an d fur -
ther dampen the prospects of financial sector devel-
opment in ACP countries. 

The IF , for example , i s meant t o b e a  market -
related revolvin g facilit y which , base d o n th e firs t 
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few years of its lending history, is focusing on large, 
profitable project s (wit h concessionality o n a  case-
by-case basis) and relying on a  high share of global 
loans (wher e rate s ar e se t by intermediarie s a t th e 
domestic marke t level) . I f thi s tren d continues , 
there i s a  concer n tha t I F funds wil l b e primaril y 
focused o n developing niche market s which, give n 
the history of many ACP states, notably post-prefer -
ences, ma y b e th e onl y sector s tha t yiel d rate s o f 
returns i n endemicall y high-cos t economies . Th e 
net resul t ca n b e a  situatio n wher e investmen t i s 
flowing toward s individually profitable projects , but 
the net investment portfolio of a given country is not 
tailored toward s long-ter m sustainability , capacity -
building and flexibility i n the wider economy. 

If th e ACP-EI B relationshi p i s a  commercia l 
rather tha n a  developmen t partnership , the n th e 
EIB runs th e ris k o f exacerbating th e shar p differ -
ences i n economi c growt h an d investmen t qualit y 
between AC P state s rathe r tha n reducin g them . 
This was echoed i n one o f the main recommenda -
tions of the DFID report which 'encouraged the EIB 
to finance projects which develop the private sector 
in recipien t countrie s an d focu s les s o n financin g 
repeat busines s wit h th e sam e clients' . Thi s wa s 
indirectly acknowledge d i n th e interna l OE D 
report, which noted that : 

The Investment  Facility  is clearly better designed for 
those ACP countries  which  have  progressed further 
down the  road  of  economic  development , where 
market mechanisms  have  displaced  state  controls, 
where pnvate investment  in  productive enterprises  is 
strongly encouraged  and  supported  and  where  a 
coterie of competent project  promoters and managers 
has emerged... In  other,  less progressive ACP coun-
tries, the  EIB will  necessarily play a  less  important 
role, at least until conditions become more amenable 
(EIBOED, 2000). 

All these factors poin t t o a potential re-assessmen t 
by AC P countries , mos t notabl y thos e wit h les s 
attractive investmen t climates , a s t o whethe r th e 
EIB and the IF in particular are well-suited t o thei r 
development objectives . No doubt there i s a strong 
role for state activism in reducing the cost premium 
due t o market-distortin g economi c policies , how -
ever man y recen t paper s hav e suggeste d tha t th e 
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scope for such a  reduction i s limited i n many ACP 
countries (se e Winters an d Martin , 2004) . In sum, 
ACP states must ask whether a facility that lends to 
high-cost economies yet is meant to be self-sustain-
ing (i.e. deliver market-level returns without futur e 
donor flows ) ca n delive r th e developmen t impac t 
that they require. 

The interes t rat e issu e i s a useful cas e in point . 
Both report s note d th e capacit y constraint s a t th e 
EIB and the result that the value-added of its invest-
ment-grade on-len t fund s ofte n remai n with inter -
mediaries rather than th e final investor . While th e 
need to develop capacity at the intermediary level is 
beyond dispute , suc h capacity-buildin g ma y no t 
result i n concomitan t increase s i n investmen t -
which i s ultimatel y th e goa l o f a n instrumen t o f 
financial co-operatio n -  i f th e investo r doe s no t 
receive som e pass-through  o f th e implici t subsidy . 
As note d earlier , EI B credi t line s allo w fo r inter -
mediary bank s t o exten d credi t t o fina l investor s 
which they may not provide otherwise - a n impor -
tant firs t step . However , du e t o concern s ove r 
market distortions , th e EI B -  i n lin e wit h othe r 
multilateral - ha s generally avoided passing on the 
subsidy to the final investo r (except for exceptiona l 
cases). Thi s approach , whil e market-friendly , ha s 
the potentia l t o exclud e project s whos e rate s o f 
return ar e marginall y lowe r tha n th e prohibitivel y 
high interest rates prevailing in most ACP countries 
(for furthe r discussio n se e Havelock an d Brewster , 
2003). 

A potentia l avenu e fo r th e EIB-AC P relation -
ship lies in the IFC's pilot SME lending initiatives in 
Mozambique (summarise d i n Annex II) . The facil -
ity is designed to provide a high technical assistance 
component whic h include s a  matchin g gran t ele -
ment, i n some cases including working capital an d 
outside services , fo r so-calle d 'transformative ' 
expenditures designe d t o increas e th e capacit y 
and/or profitability o f beneficiary firms . In order to 
reduce distortion s i n th e domesti c mone y market , 
the matchin g gran t an d technica l assistanc e ele -
ments ar e disburse d directl y t o th e fina l investor s 
rather tha n on-len t throug h a n intermediary . Thi s 
approach, whil e requirin g substantia l presenc e o n 
the ground , a  concomitan t increas e i n resources , 
and substantia l dono r participation , ha s bee n 
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shaped b y th e IFC' s experienc e o f SM E lendin g i n 
developing countries : 

There have  been various attempts in  recent years  by 
bilateral and multilateral  lenders  to address the need 
for credit in the SME sector.  Results to  date have not 
been encouraging.  JF C through  its  SEF  program 
extended loans  to six companies in  Mozambique, of 
which five are  currently  considered  problem loans. 
The EIB  had  a  similar  experience  with  a  recent 
US$10 million  line  of  credit/partial  guarantee pro-
gram extended through the banking system. While  this 
program achieved utilisation of around 60%,  most  of 
the loans were not repaid. The World  Bank's  US$10 
million PoDE  line  of  credit  has  remained  largely 
unutilised since  it  was  approved  in  2000.  The  two 
existing private  equity  funds,  GCI and  Aureos , 
operate conventionally  and  are  virtually  inactive 
(IPC, 2004) . 

The initiativ e i s a  join t IDA-IF C programm e an d 
provides som e fres h thinkin g int o ho w t o tackl e 
chronically prohibitiv e lendin g rate s whil e stil l 
encouraging private-sector development . 

It i s worth reiteratin g tha t th e EI B as an institu -
tion walk s a  fin e lin e betwee n it s highe r grad e 
lending withi n th e E U -  it s cor e busines s -  an d it s 
relatively riskie r AC P lending . A s suc h i t ma y b e 
necessary for the EI B to 'ring fence' it s ACP lendin g 
operations i n som e manne r -  fo r example , b y oper -
ating th e I F funds of f it s balance shee t -  i n orde r t o 
allow i t adequat e breathin g roo m t o expan d it s 
scope, scal e an d initiativ e o f it s development lend -
ing whil e stil l maintainin g it s comparativ e advan -
tage as a high-grade, efficien t lender . 

A fine balance 

In conclusion , thi s chapte r argue s that , lik e an y 
institution lendin g t o developin g economies , th e 
EIB mus t plac e it s polic y choice s withi n severa l 
spectrums: 

• betwee n a  lea n an d mean ' busines s structur e 
which focuse s o n a  fe w ke y outputs , an d a  mor e 
bureaucratic structur e tha t attempt s t o cove r a s 
many base s as possible; 

• betwee n providin g th e concessionar y financ e 
needed t o kick-star t investmen t i n high-cos t 
economies, an d avoidin g introducin g furthe r dis -
tortions int o th e domesti c investmen t climate ; 
and 

• betwee n protectin g th e confidentialit y o f client s 
and providing the informatio n externa l observer s 
require t o monitor it s operations . 

The EIB' s locatio n withi n thes e spectrum s i s 
informed b y bot h polic y choice s an d constraints . 
This pape r ha s argue d tha t th e EIB' s 'position ' i n 
these polic y arena s i s ofte n t o th e detrimen t o f it s 
effectiveness a s a  lende r t o th e privat e secto r i n 
developing countries . Thi s chapte r ha s furthe r 
argued tha t i n som e cases , ther e i s a  Cotono u con -
straint -  i.e . the EI B is restricted b y the lette r o f th e 
Cotonou Agreement . 

This chapter , however , find s tha t i n man y case s 
there i s an EIB constraint -  i.e . there i s no apparen t 
external reaso n fo r th e perceive d shortfall s i n th e 
EIB's performanc e i n th e AC P region . Th e pape r 
has argued tha t ther e i s scope for th e EIB to increas e 
its developmen t effectivenes s -  an d perhap s mor e 
importantly it s legitimac y i n th e eye s o f th e devel -
opment communit y -  withou t compromisin g man y 
of th e aforementione d institutiona l characteristic s 
which mak e i t a n importan t partne r i n th e 
ACP-EU developmen t relationship . B y increasin g 
its forward an d backwar d linkage s withi n th e grou p 
of EU an d AC P stakeholders , b y incorporating ne w 
thinking i n private-secto r development , an d b y 
increasing it s capacit y t o len d evenl y acros s th e 
entire AC P regio n (especiall y outsid e Africa) , th e 
EIB can mor e effectivel y execut e it s increasin g rol e 
in the ACP countries . 
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Annex 1. EIB lending in ACP regions 2003/2004 

Country 

Mozambique 

Gabon 

ACP states 

Botswana 

Uganda 

Mauritania 

ACP states 

Mozambique 

ACP states 

Kenya 

Fiji 

Tuvalu 

Ethiopia 

Cameroon 

Zambia 

Burkina Faso 

Guinea 

Kenya 

Uganda 

Cameroon 

Sector 

Energy 

Global loans 

Services 

Farming 

Global loans 

Industry 

Services 

Industry 

Services 

Industry 

Services 

Global loans 

Global loans 

Global loans 

Industry 

Global loans 

Transports 

Services 

Global loans 

Global loans 

Signature 

22/10/2004 

18/10/2004 

12/10/2004 

04/10/2004 

09/08/2004 

30/06/2004 

29/06/2004 

18/06/2004 

13/05/2004 

07/04/2004 

27/01/2004 

26/01/2004 

29/12/2003 

16/12/2003 

11/12/2003 

08/12/2003 

28/11/2003 

25/11/2003 

23/10/2003 

20/10/2003 

Name 

MOZ/RSA Natural Gas-
Upstream Component 

Global Loan II 
(GABON) 

African Lion Mining 
Fund II 

Fabulous Flowers 

DFCU Leasing 

MAPESCA 

Shorecap International 
Ltd (SCI) 

Moma Titanium 

EDFI European 
Financing Partners (EFP) 

Magadi Soda Pure 
Ash Project 

Novotel Denarau Project 

DBT GL II 

Ethiopia - Globa l 
Loan DBE II 

Private Sector 
Development - GL 

Kansanshi Copper 
Mine 

Global Loan Burkina 
Faso II 

Port De Conakry 

Co-Op Bank 
Microfinance Loan 

EIB Microfinance 
Scheme 

Africa Leasing 
Company S.A. P G 

Amount 
( M € ) 

10.00 

10.00 

6.45 

2.00 

5.00 

5.00 

2.50 

55.00 

90.01 

21.92 

11.00 

1.00 

25.00 

28.00 

34.00 

12.00 

12.00 

2.00 

2.00 

0.35 

Description 

Development of two gas fields in 
Mozambique and construction of gas 
pipeline from field area to Secunda in 
South Africa 

Financing for SME ventures 

Credit line for the financing of leasing 
operations in local currency of a minimum 
duration of 36 months 

Creation of the first 5ha phase of a 20ha 
greenhouse project for the production and 
export of roses 

Financing for SME ventures 

Construction of fish-processing plant in 
Nouadhibou 

Microfinance 

Mining, concentration and separation of 
heavy mineral sands 

Co-financing with European Development 
Finance Institutions of operations in ACP 
countries under joint agency agreement 

Expansion of soda ash production capacity 
and product quality enhancement 

Construction of hotel on Denarau Island 

Financing for SME ventures 

Financing for SME ventures 

Financing for SME ventures 

Development of open-pit copper mine in 
Kansanshi, north-west Zambia 

Financing for SME ventures 

Rehabilitation and extension of port of 
Conakry 

Loan to Co-operative Bank of Kenya for 
refinancing selected savings and credit 
co-operatives 

Financing for SME ventures 

Financing for SME ventures 
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Country Secto r Signatur e Nam e Amoun t Descriptio n 
<M€) 

Tanzania 

Indian Ocean 

Africa 

Mauritius 

Madagascar 

Zambia 

Mozambique 

Chad 

West Africa 

Southern 
Africa 

East Africa 

Swaziland 

Swaziland 

Mauritania 

Caribbean 

Niger 

Cape Verde 

Dominican 
Republic 

Mozambique 

Water 

Services 

Services 

Services 

Transports 

Global loans 

Energy 

Global loans 

Services 

Services 

Services 

Energy 

Energy 

Urban infra. 

Global loans 

Global loans 

Global loans 

Global loans 

Energy 

16/10/2003 

26/09/2003 

09/09/2003 

12/08/2003 

17/07/2003 

14/07/2003 

02/07/2003 

30/06/2003 

30/06/2003 
Fund 

30/06/2003 

30/06/2003 

18/06/2003 

18/06/2003 

02/06/2003 

13/05/2003 

08/05/2003 

06/05/2003 

31/03/2003 

28/03/2003 

Dar Es Salaam Water 
Supply & Sanitation 

l&P Capital 
Investment Fund 

African Banks 
Holdings, LLC 

Bel Ombre Hotel 

Reseau Nord Des 
Chem Fer (Madarail) 

Capital Investment 
Line GL II - ZAMBI A 

MOTRACO II 

Tchad - Privat e 
sector Global Loan 

Aureos West Africa 

Aureos Southern 
Africa Venture 
Capital 

Aureos East Africa 
Fund 

MOTRACO II 

SEB III Maguga 
Hydropower 

irrigation dam 

EBTR Mauritanie 

CFSC GL III 

NIGER-Financial 
Sector Global loan 

CAP-VERT 
Financial Sector 
Global loan 

Financial Sector 
GL I I 

Mozambique-South 
Africa Natura l Gas 

35.00 

2.00 

30.00 

12.20 

11.00 

20.00 

1.75 

2.00 

8.75 

10.50 

6.80 

1.75 

7.00 

4.00 

8.00 

5.00 

5.00 

40.00 

50.00 

Repair and extension of water and 
sanitation facilities in Dar es Salaam 

Financing for SME ventures 

Equity investment in regional fund for 
acquiring control of commercial banks in 
course of privatisation 

Construction and operation of hotel 
complex in Bel Ombre in south of island 

Rehabilitation and operation of 
Madagascar's northern railway network 

Financing for SME ventures 

Reinforcement and upgrading of power 
transmission facilities linking South Africa, 
Swaziland and Mozambique 

Financing for SME ventures 

Participation in fund providing equity to 
private-sector SMEs in West Africa 

Participation in fund providing equity 
to private-sector SMEs in Southern Africa 

Participation in fund providing equity to 
private-sector SMEs in Eastern Africa 

Reinforcement and upgrading of power 
transmission facilities linking the Republic 
of South Africa, Swaziland and Mozambique 

Construction of a 19MW hydropower 
station to be added to an existing large 

Purchase of equipment for construction of 
and roads and other infrastructure in 
Mauritania sub-region 

Financing for SME ventures 

Financing for SME ventures 

Financing for SME ventures 

Financing for SME ventures 

Gas field development and construction of 
gas pipeline from Mozambique (Secunda) 
to South Africa 

NAVIGATING NEW WATERS 14 9 



Country Secto r Signatur e Nam e Amoun t Descriptio n 
<M€) 

Africa 

Swaziland 

Malawi 

Botswana 

Central Africa 

Transports 

Water 

Industry 

Water, 

Services 

28/03/2003 

28/03/2003 

13/03/2003 

14/02/2003 

24/01/2003 

ASECNA IV 

Lower Usuthu 
Smallholder Irrigation 

Kangankunde 
Feasibility Study 

Francistown Water 
Supply 

CACF-Central Africa 
Growth Fund 

33.00 

36.00 

0.30 

12.50 

5.30 

Renewal and upgrading of airport and 
aeronautical equipment to improve air 
traffic safety 

Construction of irrigation systems from 
Usuthu river for smallholdings 

Feasibility study for development and 
mining of strontium deposit in 
Kangankunde, north of Blantyre 

Extension of water supply network for 
greater Francistown area 

Regional fund for financing equity 
participations in private companies 

Source: EIB Website (www.eib.org) 
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Annex 2. IFC Mozambique SME lending facility 

The IF C ha s launche d a  new , frontier-marke t 
approach t o smal l busines s investin g throug h th e 
creation of the Mozambique SME Initiative, which 
would b e establishe d o n a  pilo t basi s a s a n IFC -
administered programm e t o provid e a n integrate d 
package o f ris k capita l an d technica l assistanc e 
(TA) to selected SMEs. The total cost of the Initia -
tive is $12 million including investment capital, TA 
and overhead, with an initial term of five years. The 
Initiative would be grant-funded wit h support fro m 
donors, and i t i s proposed tha t th e IFC' s contribu -
tion take the form of a grant of $3 million in the first 
year. The projec t ha s been develope d i n consulta -
tion wit h IDA , wh o ma y contribut e financia l an d 
human resource s fro m thei r existin g Enterpris e 
Development Projec t (PoDE ) programme. Mozam-
bique is one of the pilot countries for the new joint 
IFC-IDA initiative for MSME development. 

The projec t involve s creatin g a  $1 2 millio n 
Mozambique SM E Initiativ e t o financ e smal l an d 
medium enterprise s (SMEs ) i n Mozambiqu e o n a 
commercial basis . Th e Initiativ e woul d hav e tw o 
components: 

1. A n Investmen t Programm e (th e Investmen t 
Programme) o f $8 million, includin g $3 million 
for managemen t an d overhea d cost s fo r fiv e 
years, for financing SMEs by making loan, quasi-
equity o r equit y investment s o n commercia l 
terms; and 

2. A  Technica l Assistanc e Programm e (th e T A 
Programme) of $4 million to support the Invest -
ment Programm e b y providing direc t assistanc e 
to investe e companie s a s wel l a s fundin g cost s 
associated with outside service providers. 

Both the Investment and TA Programmes would be 
funded fro m dono r contribution s an d b y a n IF C 
grant of $3 million in the first year. 

The underlying premise of the Initiative i s that 
the investmen t climat e i n Mozambique , whil e 
improving, remain s extremel y difficul t fo r privat e 
investors. It is not at this time feasible to attract sig-
nificant privat e capital to invest in the SME sector 
in th e countr y give n th e relativel y undevelope d 
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state of this sector. Even the mos t promising SMEs 
require significan t technica l assistanc e a s wel l a s 
financing i n orde r t o develop further . A t th e sam e 
time, ther e i s a strong need t o create som e success 
stories if the sector is to develop. 

The Initiativ e ha s bee n designe d t o tak e int o 
account the lessons of experience from IFC' s previ-
ous work in Mozambique and experience with SME 
lending elsewhere in Africa. It s main features are as 
follows: 

• Integrate d investment/technica l assistanc e -
Experience indicate s tha t thi s i s the key success 
factor fo r SM E financing. Give n th e challenge s 
of thi s market , th e T A componen t i s relativel y 
high, representin g 50 % o f th e Investmen t 
Programme. Th e T A wil l b e dedicate d exclu -
sively t o supportin g th e activitie s o f the Invest -
ment Programm e i n developin g 'bankable ' 
clients. The Initiative will also draw on the con-
siderable in-country resources of the World Bank 
Group (in particular the Enterprise Development 
Project (PoDE ) and Africa Projec t Developmen t 
Facility (APDF). 

• IF C manage d -  Whil e th e IFC' s preferenc e i s 
always to work with local partners, the integrated 
investment an d T A natur e o f thi s Initiativ e 
requires that the IFC maintain close control over 
its managemen t an d operations . Th e propose d 
Initiative woul d b e le d by two experience d IF C 
officers an d i t woul d benefi t fro m existin g IF C 
infrastructure, operatin g out of the IF C office i n 
Maputo. Th e Initiativ e woul d als o b e abl e t o 
draw on the resources of the Regional and the rele-
vant industr y departments , i n particula r Agri -
business. 

• Smal l initiativ e -  Th e Worl d Bank' s Africa n 
Enterprise Fund (AEF) and Small Enterprise Fund 
(SEF) experience indicate s that volume orienta -
tion i s directly relate d t o high failur e rate . Th e 
IFC's value added will come from the IFC's ability 
to select and nurture a limited number of the most 
promising clients. If use warrants, the Investment 
Programme can be increased at a later date. 
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• Off-balanc e sheet - Establishin g a financial com-
pany in Mozambique would be an expensive and 
time-consuming exercise. Such a company would 
not benefi t fro m IFC' s immunities , an d woul d 
face issue s of taxation, bankin g license , employ-
ment o f expatriates , etc . Fro m a n interna l IF C 
standpoint, creating a subsidiary also raises major 
consolidation issues . Commencing with a donor-
funded Initiativ e structur e woul d allo w u s t o 
avoid thes e issue s during th e initia l phase , per -
mitting th e officer s t o focu s thei r effort s exclu -
sively on developing the business model. 

• Conversio n option - Th e Initiative will have an 
initial term of five years, during which the prior-

ity will be to develop a successful client base. If it 
succeeds i n thi s goal , th e Initiativ e ca n a t an y 
time be expanded, and/or converted into a stand-
alone SM E investment company . The Initiativ e 
Agreement wil l contai n languag e providin g 
donors wit h a n optio n t o conver t thei r shar e of 
the Initiative int o equity in a new venture to be 
created. Thi s allow s flexibility  fo r duplication , 
and expansion i f it works well. Given the nature 
of IFC' s funding b y grant i n a  Trust Fun d struc -
ture, proceeds would no t rever t t o IFC' s genera l 
revenues. 

Source: World Bank/IFC 
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Endnotes 
1. EDF s 1-3 related to the Yaounde Conventions, EDF 4 to Lomé I, 

EDF 5 to Lomé II, EDF 6 to Lomé III, and EDFs 7 and 8 to Lomé 
IV. The 9th EDF relates to the firs t fiv e years of the Cotono u 
Agreement. 

2. Se e AILC (2002 ) fo r a  detailed exploratio n o f the EIB' s legal 
status as a Community instrument. 

3. Thi s section will primarily focus on EIB activities during the last 
decade of Lomé co-operation, covering the fourth Lom é Con-
vention. The informatio n ha s been summarised from Cour t of 
Auditors (1998). 

4. EI B OED (2000). 31 projects, considered to be representative of 
the types of risk capital operations by the EIB in the ACP coun-
tries, were included i n th e evaluation . Nine o f the operation s 
(29%) were global loans , 1 1 (35.5%) wer e individual loan s to 
private secto r industria l firms , an d 1 1 (35.5% ) wer e loan s t o 
revenue-earning infrastructur e projects . I n all , the 3 1 project s 
represented 17 % of the EIB's risk capital operations in the ACP 
countries during the period. 

5. 'Gree n Paper on Relations Between the European Union and the 
ACP Countries on the Eve of the 21st Century: Challenges and 
Options fo r a  New Partnership' , E C Directorate-Genera l VII I 
(Development), Brussels, November 1996. 

6. Thi s amoun t doe s no t includ e th e €19 5 millio n availabl e t o 
OCT countries: € 155 million in grant financing from the EDF 
and €40 million through the EIB split 50%-50% between loans 
from the IF and the EIB's own resources. 

7. Thi s section is summarised from a more detailed outline in EIB 
(2000) 

8. I n HIPC countries, as IMF and World Bank conditionality man-
dates public sector borrowing at very concessional terms only, IF 
financing wil l appl y th e maximu m authorise d subsid y t o th e 
loan. 

9. Thi s section benefited greatl y by comments from Pro f Andreas 
Antoniou of the Commonwealth Secretariat. 

10. Se e 'EIB's Transparent Information Policy ' on the EIB Website 
(www.eib.org). 

11. Se e 'Notes o n th e Operationa l Guideline s fo r th e Investmen t 
Facility', ACP Secretariat. 
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