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How can the EU deliver better aid?
Unlocking innovation and optimizing European 

resources: innovative methods and strategic alliances 
to leverage European added value.

Introduction

The European Union - Member States and EU institutions alike - provides about 
55% of world total official development assistance (ODA), making it by far the
largest donor to developing countries. In 2010, the EU spent € 53.8 billion in 
development aid, € 4.5 billion more than in 2009. Three of the five major 
donors worldwide are EU countries. 
Inscribed in the Treaty of Rome and initially focused on the former colonies of 

Member States, European Union aid to third countries has expanded globally and 
Now distributed to more than 160 countries, territories or organizations. The current 
focus is on achieving the "Millennium Development Goals" of the United Nations 
(UN): promotion of democracy and security, social equity, economic prosperity, 
defence and environmental goals.

Despite its overall success. EU development policy must continue to evolve in order 
to improve the impact and quality of the aid provided. 

Since 2000, European aid was radically reformed, following criticism of the slow pace 
of implementation of the aid, the complexity of procedures, insufficient coordination 
with the assistance of the Member States and the lack of strategy which reduced the 
visibility of EU aid.

I.a. - For a better coordination of development policies within the 
EU:

Development aid is at a crossroad. Despite progress in poverty reduction, public and 
political pressure on budget allocations, including the adoption of severe austerity 
measures across Europe, led to a decrease in aid of 3% in 2011 compared to 2010, 
according to the OECD. The need to demonstrate results is coming under increasing 
pressure. In this context, donor coordination is a key step towards making aid more 
effective.

In 2005, the donor community and partner countries endorsed the Paris Declaration 
on Aid Effectiveness, a ‘new aid paradigm’ that lays out a practical, action-oriented 
roadmap to improve the quality of aid and its impact on development, with focus on 
five principles: ownership, alignment, harmonisation, results and mutual 
accountability. 

The Paris Declaration has become the key standard for aid effectiveness in 
what is now called the Aid Effectiveness Agenda. The key principles of this 
Agenda have been subsequently improved through the Accra Agenda for Action



(2008) and the Busan Global Partnership for Effective Development 
Cooperation (2011).

While aid flows have significantly increased over the past decade, it is also true that 
at the same time aid has become increasingly fragmented at global, country and 
sector level, which impairs aid effectiveness. Therefore improvement of donor 
coordination1 is needed and the EU can play a key role in its promotion.

I.b. -The EU approach to the Aid Effectiveness Agenda and donor 
coordination

In accordance with the international commitments adopted in Paris (2005), Accra 
(2008) and Busan (2011), the EU has over the years established its own 
principles and commitments in the area of aid effectiveness and donor 
coordination. In 2005 the EU launched the 'Three Cs initiatives' (coordination, 
complementarily and coherence), which responded to the principles set out in the 
Treaty of Maastricht regarding donor harmonisation and alignment.  

In 2007, this initiative was replaced by the (voluntary) Code of Conduct on 
Complementarity and the Division of Labour in Development Policy2. 

Together with the Code of Conduct, the current EU framework for better aid 
coordination is shaped by a number of documents, such as the EC Communication 
on Delivering More, Better, Faster (2006) or the Operational Framework on Aid 
Effectiveness (2009). The coordination principles in these documents are also 
present in the latest proposal by the Commission and the European External Action 
Service - the Joint Programming Framework - and are reinforced in Article 210 of the 
TFEU, which states that "In order to promote the complementarity and efficiency of 
their action, the Union and the Member States shall coordinate their policies on 
development cooperation and shall consult each other on their aid programmes (…). 
Member States shall contribute if necessary to the implementation of Union aid 
programmes". In addition, the same article affirms that 'The Commission may take 
any useful initiative to promote the coordination referred to in paragraph 1'.

It would indeed appear that the ineffectiveness of EU aid is still a result of excessive 
fragmentation and duplication of actions. In this regard, there are still significant 
(although potential) possibilities for greater efficiency through common action at EU 
level in this field. However, despite the legal provisions the principles of common 
action rely very much on the willingness of individual Member States and on 
informal coordination between bilateral agencies. Further actions are needed in 
order to fully ensure the application of Article 210 of the TFEU.

                                               
1

Donor coordination is an important element of the aid effectiveness agenda, included under the principle of 
harmonisation. The Paris Declaration states that donors should "Work together to reduce the number of separate, 
duplicative, missions to the field and diagnostic reviews (Indicator 10); and promote joint training to share lessons 
learnt and build a community of practice". Moreover, donors committed to "Make full use of their respective 
comparative advantage at sector or country level by delegating, where appropriate, authority to lead donors for the 
execution of programmes, activities and tasks.
2

The Code is based on 11 principles designed to reduce the administrative procedure, to use funds where they are 
most needed, to pool aid from EU donors and to share the work to deliver more, better and faster aid. Proposals 
include cross-country complementarity or coordination in order to concentrate the activities on a limited number of 
national sectors, to encourage the establishment, in each priority sector, of a lead donor arrangement and to 
encourage the establishment of delegated cooperation/partnership arrangements.



I.c. - The potential benefits of donor coordination

One way to increase the efficiency of aid, measured in terms of effects for the 
intended beneficiaries, depends on how donors reduce their aid transaction costs3

and several studies point out that donor proliferation and fragmentation of aid 
programmes drive up transaction costs4. 

Thus, concentration on fewer countries and activities is essential. Decreasing 
donor fragmentation and concentration of activities are the two most powerful 
ways of reducing transaction costs. Donors need then to coordinate to avoid 
inefficient aid allocations. Donor coordination also helps to reduce partner country 
transaction costs, since the multitude of diverse donor rules and procedures used by 
donors to manage aid projects increases the administrative costs that arise from the 
negotiation and implementation of aid in the field. Therefore, it is clear that major cost 
savings could be achieved if donors concentrated their aid efforts on fewer 
countries and on more general forms of aid transfers, such as budget support.

Although the EU has already shown its ambition to improve aid coordination, further 
steps need to be taken. The 'coordination fatigue' identified among bilateral donors 
implies that the political costs of an EU agenda for donor coordination probably 
prevail over the potential savings. It would appear that reduced 'donor ownership' 
over aid policies may remain a severe brake on closer coordination and that further 
steps along these lines will need to be taken as a first building block for a true EU 
agenda on aid effectiveness.

II. The Cost of Non-Europe - coordination of development aid 
between the EU and its Member States

The Committee on Development of the European Parliament has decided to 
commission a Report on the Cost of Non-Europe (CoNE) in the field of development 
cooperation, to support the reflexion on increasing coordination between the EU and 
the Member States on development aid programmes. The aim of the Report is to 
ascertain and quantify the benefits of further deepening/broadening coordination 
between EU donors and to identify the most appropriate tools to carry it forward. This 
report will be finalised in June and will be the basis for a subsequent Legislative 
Initiative Report on donor coordination (Rapporteur: Gay Mitchell).

The document estimates that the costs savings that EU-donors could achieve by 
coordinating their activities better5. Total savings from these changes for EU27+COM 
is about €800 million per year in 2012 prices. These savings could then be used to 
extend aid activities to the benefit of recipient countries. 

The administrative burdens placed on developing countries and the costs of those 
are also analyzed and even if there are no systematic estimates of the magnitude of 
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However, public and political pressure on budget allocations, coupled with the genuine need to make aid more 
effective in tackling the global poverty crisis, and the role of emerging donors in the development landscape, is 
resulting in an increased interest in short-term results and donor-driven approaches, that tend to favour aid delivery 
methods, such as projects, that run counter to the principle of coordination.
4

The Commission's report entitled 'The Aid Effectiveness Agenda: the benefits of going ahead' (2009), concludes 
that the EU could improve aid, in particular with regard to inter-country division of labour. The study suggested 
that the total annual savings of the EU, provided the principles of the Paris Declaration were applied, could be 
in the range of € 3-6 billion. As for coordination, a recent update of this study estimates that as much as € 800 million 
could be saved annually from transaction costs. 
5

The estimation of transaction cost savings is done in two steps. First they estimate how much can be saved by 
reducing the number of partner countries for each donor, and then they estimate how much could be saved by 
shifting money from projects to programs (which have less administrative costs) in accordance with the target set in 
the Paris agenda.



transaction costs in recipient countries, an abundance of anecdotal evidence 
suggesting that they are substantial. 

Furthermore it seems to be empirically very hard to identify the effects of aid on 
growth (presumably via improved governance) in recipient countries, This study is 
looking for how to estimate how the growth effects vary by aid modality. Their very 
crude estimates suggest that channelling more of aid as General Budget Support
increases recipient country incomes the first year by about €2000 million. Moreover, 
apart from this positive growth effects, general forms of aid to governments would be 
associated with lower administrative burdens on recipients. 

The potential savings for recipients of reduced volatility of aid have also be evaluated 
and their rather conservative estimates suggest that there would be an annual saving 
of at least €1800 million if aid was perfectly predictable. 

Additionally, the investigations also presented estimates that poor recipient countries 
lose about €900 million per year because EU donor countries tie aid transactions to 
suppliers in their own countries. 

Furthermore poverty reduction could be achieved by a better allocation of all EU aid 
among recipient countries (the problem of aid orphans). The estimated net gain from 
the reallocation is about €8,400 million and even if it is hard to determine how large 
the politically feasible reallocations are, the estimates suggest that there is a huge 
potential gain from coordination of country allocation of aid.   

The EC might also have a particular role to play with regard to measures seeking to 
push for accountable governance. One could possibly seek to shift from classical 
policy conditionality to governance conditionality. A good system would be common 
to all donors, predictable and agreed. This is an area where the EC could have a 
comparative advantage relative to the Member States. This could both push 
European democratic values, while at the same time improving efficiency. Economic 
Partnership Agreements could be used to support private investment and export 
promotion. 



Summary of annual effects of an EU implementation of the Paris agenda 
(in billions of Euro in 2012 prices)

Type of effect Estimate
(€ billion)

Savings on transaction costs 0,8

Gains from the untying of aid 0,9

Gains from reducing aid volatility 1,8

Indirect effect (2,0)

Total efficiency gains excluding indirect effects
Total efficiency gains including indirect effects

3,5
(5,5)

Hypothetical gains from a full coordination of country 
allocation

8,4

Note: The estimates were originally made for 2009 in 2009 prices, but for this report they have been 
converted to 2012 prices in accordance with the EU price increase as reported by Eurostat.

III. Brief overview of the actions to be undertaken by the EU to 
improve coordination

Aid policy changes

Each EU donor should be present in fewer countries and there should also be better 
coordination of the day to day activities of EU donors. However, when policies are 
not acceptable, donors should use non-government channels for aid, or try to change 
government behaviour with the help of governance conditionalities. 

Budget

EU donors should shift to more general forms of aid such as budget support. They
should coordinate their efforts to make the country programmable aid flows less
volatile and unpredictable. Donors should support measures that make recipient 
governments’ budget procedures more transparent, since this is required for donors 
to be willing to accept more general forms of aid.

Also, donors EU should agree on the untying of aid, which does not require 
coordination per se, but it is probably easier to implement if it is done in a 
coordinated fashion. Peer pressure could help to advance the process.

III.b. - Changes in the organization of EU aid.

One way to bring about increased coordination would be to increase the role of the 
Commission. This can be done in two ways. Either the Member States can decide to 
channel more of their aid through the Commission, or the latter can provide tighter 
coordination of the aid of the EU member states. 

Increased coordination of country allocation does not necessarily require channelling 
resources through the Commission (even if that would be one way of doing it). It 
would be enough if countries jointly decide about the country allocation of their aid, 
and it might seem natural that the negotiations are organized by the Commission. 
Increased predictability is much harder to organize in a decentralized fashion, since 
all the donor countries have their own political and budgetary processes. This would 



be easier to handle if aid was channelled through the Commission, since there would 
essentially be one process to try to stabilize. 

Reductions in transaction costs would probably be easier within one structure and 
some types of aid might be better handled for political reasons in a multilateral 
setting. 

The length and complexity of the current EDF procedures undermine the real 
contribution of aid and are responsible for the accumulation of outstanding
commitments at the level of payments. Therefore rationalization and simplification of 
these procedures and their harmonization with other donors should be sought, in 
accordance with international best practice, while noting that the budgetization of the 
EDF could help achieve this goal.

It seems therefore necessary to achieve EDF budgetization to end the complexity 
and administrative fragmentation of financial resources in the relationship with donors 
outside the EU, which is contrary to the principles of unity and transparency
enshrined in the Treaty and the Financial Regulation.

IV. The instruments of development cooperation 

Before discussing how to optimize development aid, let us briefly what are the main
instruments of development aid from the EU.

European Development Fund (EDF) is the main source of official development 
assistance, with €22.7 billion for the period 2007-2013. The EDF consists of, on the 
one hand, managed by the Commission grants and, on the other hand, venture 
capital and loans (granted on favourable terms) managed by the European 
Investment Bank (EIB) under the "Investment Facility.

The financing instrument for development cooperation (DCI, €16.9 billion for the 
period 2007/2013).

The European Neighbourhood and Partnership Instrument (ENPI, €11.2 billion
for the period 2007/2013) covers the geographical cooperation with the 
Mediterranean countries and Eastern Europe.

The European Instrument for Democracy and Human Rights (EIDHR , €1.1 
billion).

The Instrument for Stability (€2.1 billion).

In addition, there are some thematic budget lines in addition to the instruments of 
development.

The instruments of development and aid delivery are managed by EuropeAid.

The European Investment Bank is not itself a financial instrument, but nevertheless
its priorities are to support growth and employment, climate action (approximately 
30% of its loans) and external action of the European Union. The Bank provides only
loans and no grants. In 2012, the EIB was the largest non-sovereign bond market of 
the European Union and had subscribed capital amounting to €232 billion. With the 
highest rating that is (AAA) for a non-profit organizations, its loans are provided 



under favorable conditions. In the area of external action, the EU has been using 
guarantees for EIB lending under ACP programmes for some time.

Indicative financial allocation for development aid instruments for the period 
2014-2020 (in € million6).

Programmes
Estimate

(in € million)
Geographic programmes 13 991.5

Global public goods and challenges thematic programme
Of which:

 Environment and climate change: 31.8%
 Sustainable Energy: 12.7%
 Human development: 20.0%
 Food security and sustainable agriculture: 28.4%
 Migration and asylum: 7.1%

6 303.2

Civil Society Organisations and Local Authorities thematic 
programme

2 000.0

Pan African programme 1 000.0

Note: At least 50% of the funds, prior to the use of the markers based on OECD methodology (Rio 
markers), will serve for climate action and environment-related objectives.

IV.a. - The aid effectiveness and the importance of 
coordination among donors around the world

The international community developed an international framework for making aid 
more effective over the past decade. The Monterrey Consensus (2002), the Rome 
High level Forum in 2003 and in 2005, the donor's endorsement of the Paris 
Declaration on Aid Effectiveness, laid the foundations for a ‘new aid paradigm’ that 
lays out a practical, action-oriented roadmap to improve the quality of aid and its 
impact on development, with focus on five principles: ownership, alignment, 
harmonisation, results and mutual accountability(7). In simple terms, we could say
about the international framework for donor coordination that it relies on the 
conclusions of the Rome High Level Forum on Donor Harmonization, the Paris
Declaration on Aid Effectiveness and the Accra (2008) Agenda for Action.

Donor coordination which is an important element of the aid effectiveness agenda, 
included under the principle of harmonisation is all the more urgent in the context of 
adoption of severe austerity measures across Europe, that led to a decrease in aid of 
3% in 2011 compared to 2010, according to the OECD.

If aid flows have significantly increased over the past decade, it is also true that at the 
same time aid has become increasingly fragmented. It is also reasonable to ask
whether the lack of coordination with the main aid's players in the World (EU, U.S., 
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http://ec.europa.eu/europeaid/how/finance/documents/prop_reg_instrument_dev_coop_en.pdf

7
a-J.Nunes Ferrer and A. Behrens, Innovative Approaches to EU Blending Mechanisms for Development Finance, 

report for BMZ prepared by CEPS, 18 May 2011, and European Think-Tanks Group, EU Blending Facilities: 
Implications for Future Governance Options, January 2011. b- James Spence, Sciences Po Paris (March 
2012)Overview of financial instruments used in the EU multiannual financial framework period 2007-2013 and the 
Commission’s proposals for 2014-2020. c- Jorge Núñez Ferrer and others (May 2012) , The implications of the use of 
innovative financial instruments for EU policies and objectives
Orientation paper for the panel on coordination of development policies within the EU Inter-parliamentary committee 
meeting with national parliaments/ Policy coherence for development and donor coordination: how the EP and 
national Parliaments can work together 23 April 2013.



emerging countries, etc..) is not be related to the fact that the EU is also seen as the
28th EU donor?

Clearly the strengthening of coordination among donor governments and multilateral 
aid organizations could make global development assistance more efficient and 
effective. 

IV.b. - Implementing Donor Coordination

While the Paris Declaration was notable for its degree of detailed agreement on the 
objectives of donor coordination, it included no provisions on how best to translate 
the agreement into practice at the country policy and implementation level. Various 
mechanisms have been established at the international level for enhanced 
coordination, creating a loose framework, while each donor country also works within 
the framework of its own foreign assistance statutes and agencies to meet its Paris 
Declaration commitments (8).

More specifically, the strengthening of coordination involves the increased use of
multilateral organizations, Joint Assistance Strategies and data sharing.

IV.c. - Coordination challenges

Follow-up surveys of the Paris Declaration are imperfect, but the apparent lack of 
progress towards the Paris Declaration harmonization objectives is considered by 
many aid experts to reflect significant and persistent obstacles to a more unified 
international approach  to ODA(9). Almost half of the donors interviewed to assess 
the Paris declaration implementation in 2008, reported significant political and 
institutional obstacles to establishing coordinated aid arrangements. Among the
recurring obstacles that must be tackled, the main difficulties are related to the 
division of labor, concerns about direct budget support and common pooling, 
personnel disincentives, lack of interagency coordination, and conflicting 
strategic interests.

V - The innovative financial instruments in EU external action 

V.a - The new blending facilities

The European Union is committed to fulfilling the aid-effectiveness goals set out in 
the Paris Declaration (2005) and the Accra Agenda for Action (2008), as well as the 
European Code of Conduct on Division of Labour in Development Policy (2007). The 
European Commission, along with a number of EU member states and European 
development financiers, has launched new financing instruments for operations 
outside the EU that aim to translate these commitments into real action. Called loan 
and grant blending facilities (LGBFs10), these instruments link EU-budget grants, 
which are sometimes topped up by member state grants, with loans by international 
and European Bilateral Financial Institutions (EBFIs), such as the European 
Investment Bank (EIB), the Agence Française de Développement (AFD), the KfW 
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Foreign Aid: International Donor Coordination of Development Assistance Congressional Research Service (Analyst 
in Foreign Assistance April 15, 2010).      
9

What Is ODA? Official Development Assistance (ODA), as defined and reported by the Organization for Economic 
Cooperation and Development (OECD), consists of “grants or loans to developing countries which are undertaken by 
the official sector with promotion of economic development and welfare as the main objective and at concessional 
financial terms (having a grant element of at least 25 percent).
10

The eight LGBFs that have been launched since 2007 are presented in Annex 1.



Bankengruppe, the European Bank for Reconstruction and Development (EBRD) 
and the Council of Europe Development Bank (CEB). Other financiers, including local 
private financial institutions, can participate in project financing and indirectly benefit 
from the risk-dampening effect of EU grants and accredited financiers. However, 
direct access to EU grants (especially guarantees) is only for accredited (generally 
public) institutions.

The new ‘blending’ mechanisms have added a new dimension to external action. 
These facilities use EU funding – sometimes expanded with Member States’ 
contributions – and are specifically designed to provide financial support to 
development financiers and thus mobilise additional funding for EU development 
objectives11.

A large number of development banks and international financial institutions 
participate in the blending facilities to create multiplier effects that are often 
more than 20 times the EU’s contribution.  One weakness of these facilities has been 
the ad hoc manner in which they were set up, often causing their procedures, 
monitoring and reporting to be different for reasons that cannot be justified by 
operational needs in the target regions.

The Commission proposals for the 2014 - 2020 Multiannual Financial 
Framework foresee expanding the operations of these blending mechanisms, 
increasing both their financing and their geographical coverage. It also proposes 
creating an EU Platform for Cooperation and Development. While the  ‘blending 
mechanisms’ are interesting complements to the EU development policy, care 
must be taken to ensure that the use of debt instruments does not reduce the
focus on the poorest or increase developing countries’ debt burdens to 
unsustainable levels. 

In the framework of the streamlining of agreements and promotion of cooperation 
and coordination, during the First Meeting of the Policy Group of the EU Platform for 
Blending in External Cooperation of the 14 December 2012, the EEAS also 
highlighted the importance, as recognised by the EU's High Representative for 
Foreign Affairs and Security Policy, of financial instruments and blending 
mechanisms for EU actions outside Europe in areas and sectors of key priority for 
the EU, notably in accession countries and the neighbourhood, and in sectors such 
as climate change, energy, and water.

DG CLIMA also referred to the importance of blending mechanisms for the promotion 
of operations related to climate change, for the coordination among financial 
institutions, and in mobilising both private and public sector resources to reach the 
pledges made regarding climate change.

DG BUDG for its part, explained that the new Financial Regulation included a robust 
horizontal framework for financial instruments, unlike the past where provisions were 
laid out on a sectoral basis. DG DEVCO noted that for the EDF, a separate Financial 
Regulation has to be adopted but that it would be closely aligned. Questions were 
raised on the applicability of the new Financial Regulation.  It was clarified that whilst 
most provisions of the Financial Regulation would come into force on 1 January 
2013, the provisions on financial instruments would apply from 1 January 2014 in line 
with the new Multiannual Financial Framework (MFF).  
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cf.: annexes 2 and 3



V.b. - Positive results

The uncontestedly positive results of these instruments in terms of leverage and 
multiplier effects are reviewed in detail in two studies12.

 Grants offered by the European Commission and EU member states in the 
framework of the facilities – with important loans granted by participating 
accredited financiers and other financial institutions, as well as the recipients’ 
own contributions and private sector investments – have leveraged substantial 
volumes of additional development finance. For a grant element of €848.7 
million, European donors have provided additional development finance in the 
form of concessional loans worth €14 billion for projects with a total value close 
to €28 billion – which represents a multiplier effect of over 30. The costs of the 
blending instruments are modest: The combined European Development Fund 
(EDF) and EU budget funds for development come to €14 billion, and the 
overall EU Official Development Assistance (ODA) totals €53.4 billion for 2010.

 Proposals for these instruments foresee a considerable increase in funding 
from the EU budget but no precise figures have been published. A platform for 
external cooperation to increase coherence between the different instruments is 
being considered. While the Commission units that deal with the blending 
mechanism for external action are beginning to cooperate more closely, the 
platform must ensure appropriate rules for all blending instruments.

 Despite the positive aspects of the blending facilities, caution regarding the use 
of debt instruments in developing countries is necessary as they may not be 
suitable for many poverty eradication programmes. The focus on ‘profitable’ 
projects leads to the selection of projects that need revenue raising sources, 
thereby cutting off the poor from related benefits. As debt instruments, they also 
may be unsuitable for highly indebted countries. Rules are needed to ensure a 
pro-poor approach while avoiding excessive indebtedness.

Innovative Financial instruments are designed to attract funding from other public or 
private investors in key EU priority areas, where investors may be reticent due to the 
risks involved but where EU budgetary contribution covering part of the risk can give
other investors the assurance they need to invest alongside the EU. Pooled EU 
budget and EIB funds can multiply the initial outlay by attracting private and public 
funds from elsewhere. 

They have drawn on small amounts of funding from the European Union budget, for 
more than ten years and they represent a very small amount of the EU budget and 
yet are significant in terms of outcomes. We estimate that this group of financial 
instruments may account for between 1 and 1,5 per cent of the commitments ceiling 
of the 2007-2013 MFF, representing 2,2% in heading 4 (EU as a global player) –
excluding FIs through the European Development Fund.

EU budget spending through financial instruments does not imply more financial risk 
than grants. The design and contractual provisions of FIs limit the risk for the EU 
budget to the budgetary contribution. FIs invest the committed EU funds, and can 
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a-J.Nunes Ferrer and A. Behrens, Innovative Approaches to EU Blending Mechanisms for Development Finance, 
report for BMZ prepared by CEPS, 18 May 2011, and European Think-Tanks Group, EU Blending Facilities: 
Implications for Future Governance Options, January 2011. b- James Spence, Sciences Po Paris (March 
2012)Overview of financial instruments used in the EU multiannual financial framework period 2007-2013 and the 
Commission’s proposals for 2014-2020. c- Jorge Núñez Ferrer and others (May 2012) , The implications of the use of 
innovative financial instruments for EU policies and objectives



lead to interest or return on capital. The key issue is that these instruments will be 
able to bring in additional finance that simple grant-giving would be unable to 
generate, without creating new contingent liabilities for the EU budget.

Nevertheless, grants and contract payments from the EU budget are not likely to be 
replaced to any great extent by FIs in the coming period. Where risk is high and 
economic and social benefits low, EU budget grants or subsidies are likely to be 
preferred. Where risk is lower and the economic and social benefits higher, some 
blending of grants and loans may be preferable.


