
Annex 2 Overview assessment of blending instruments in 
EU external action 

Principles Assessment of current blending instruments

European Added 
Value 

The InFIs present one of the few cases in which the aid-effectiveness goals set 
out in the Paris Declaration (2005), the Accra Agenda for Action (2008) and 
the European Code of Conduct on Division of Labour in Development Policy 
(2007) have effectively been put into practice. 

The coordination of the InFIs has considerably increased the EU’s influence in 
the development strategies of beneficiary countries. Acting as a single 
development instrument, the EU’s combined development funding power 
competes for influence with other large IFIs, such as the World Bank. This is 
achieved with very low EU-budget investment. 

Additionality The instruments’ annual reports indicate a real increase in development 
finance wherever the instruments are introduced, thereby creating additional 
funding. The risk of substituting other funding is limited and the instruments are 
designed to involve local financial institutions. While the risk of crowding out 
local finance or finance by other IFIs does exist, this is being addressed by 
drawing the financial institutions into the facilities as financiers and co-
financiers.

Correcting a market 
failure

The instruments offer risk guarantees for development finance, thus allowing 
projects that otherwise could not have seen the light of day. The coordination 
of financiers and the European Commission further increases effectiveness 
and improved targeting of the market failures identified in developing countries.

Leverage and 
multiplier effect

The leverage and multiplier effect are estimated to be extremely high, 
presently estimated at 30 times the EU-budget contribution.

Budgetary stability 
and risk-sharing 
profile

The risk is capped to the level of the EU-budget contribution.

Efficiency of 
implementation 
setting

Coordinating the development actions of the various EU institutions and 
member states promotes coherence and helps avoid duplication of efforts. The 
structure of the facilities is designed to make donors and financiers pool their 
resources and know-how to support the respective EU regional development 
strategies. This is of particular importance for development projects that a 
single actor could not tackle alone because of the magnitude of the financing, 
risk or management capacity, or that could not have been implemented without 
a grant element. 

The emergence of LGBFs has qualitatively improved the effectiveness and 
impact of development assistance, increasing the added value of EU 
development financing by avoiding duplications of effort and uncoordinated 
parallel projects, as well as by merging individual projects into one larger, more 
coherent project.

There are, however, some problems of coherence and structure. While the 
facilities’ basic architecture – a strategic board, an operational board and a 
financiers group – is similar, the rules about their composition, set-up or use of 
grants differ because of the ad-hoc manner in which they were developed. 
Some of the differences are dictated by needs on the ground or by various EU 
regional strategies. Others are shaped by the preferences of different DGs, 
which – on behalf of the European Commission – have set up the facilities 
based on their regional responsibilities as well as the various EU funds (e.g. 
the European Development Fund, the European Neighbourhood and 
Partnership Instrument, the Development Cooperation Instrument or the 
Instrument for Pre-Accession Assistance) that are utilised. A third set of 
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differences stems from the absence of basic principles for all facilities. 
For example, the basic parameters on loan grant blending were established by 
the Working Group on the Additionality of Grants in the Framework of Blending 
Mechanisms called for by the ECOFIN Council in 2009 (see EC 2009), 
whereas the grant instruments that the facilities could offer (that are presented 
in the same report) have not all been used and each instrument has picked up 
some and not others. This must be addressed in the future EU Platform for 
Development and Cooperation.
Funds are variously provided by the different facilities. Only the Infrastructure 
Trust Fund for Africa (ITF) has a fully common trust fund for member states 
contributions and European funds. The NIF has separate trust funds for the 
member states and for the EU-budget grants. The Western Balkan facility has 
five funds, one from the European Commission, one from the member states 
and three from partner International Financial Institutions (the EBRD, the EIB 
and the CEB). To eliminate unnecessary complexity, the West Balkan 
Investment Framework (WBIF) should merge all five funds into one this year.

Separate grant funds are not a problem per se except for the additional 
administrative complications and costs that may be incurred by the parallel 
management of different funds. The question of whether the European 
Commission should eventually manage trust funds is being addressed in the 
financial regulations review.

Visibility and 
awareness

The LGBFs have increased joint European action for development and 
elevated European visibility in the concerned regions. The facilities have also 
become centres for strategic dialogue with beneficiaries on large-scale 
development projects and collaboration and coordination platforms for 
financiers. The visibility and coordination with beneficiary countries have 
increased awareness of the different instruments at all levels.

Transparency Because they were recently established, the facilities do not yet have unified 
standards for monitoring and evaluation. Individual project monitoring is 
currently ensured by the lead financial institution, which has a primary interest 
in ensuring the project’s development and sustainability. To justify the facilities 
to donors and European institutions, a project’s progress and development 
impact must be reported (for reasons of ‘accountability’). Selective  minimum 
monitoring and evaluation requirements could increase comparability and 
provide a coherent basis for information about how operations perform under 
the various facilities – without causing excessive surcharges to the lead 
financier. Because the procedures were assessed for the financiers’ 
accreditation, the European Commission should generally accept the lead 
financiers’ standards – insofar as they are compatible with EU reporting 
obligations.


