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Does theEFSI have a territorial dimension?

The European Fund for Strategic Investments (EFSI) shares withrdpe&nSructural and
Investment(ESIfunds one of its primary objectives, promoting investments. Unlike th8IE
which remains an instrument, Cohesion Policy is a much broadertéonmgdevelopment
strategy for all European member states and regions whilst the EFSI does not need any
programmatic input.

In contrast to ESI fund&e distribution of the EFSI is geographically and sectorally highly
imbalanced. Some member statefave seen very fewEFSI projects developed in their
territories, inpart due to low interest rates of commercial banks. The centralised governance
of the EFSI contrasts with the programming approach of Cohesion Policy funds, which is based
on a wider partnership.

The first impact of an instrument that was never designéth a territorial dimension in mind

is that projects tend to be financed in wealthy and well developed Member States, both in
terms of number of projects (shown on right hand axis below) and sheer financial volume (left
hand axis).

1 The analysis of EFSI projects in this document considetssivelydata published until March 2017 on the
EFSI Project list and considers all the projects: Signed, Approved aagdPosed.



EFSI breakdown by country in millions € and number of projects
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1. Comparing distrilntion of the EFSI vs distribution of ESI funds

It is difficult to represent what the EFSI actuallgansat regional level as many of the projects
financed involve more than one Member State, or because some of the EFSI financing is
delivered through platforms (which are often set up at national level and therefore do not
involve a specific project located one region).

But it is possible to visualise and compare the distributiothefEFSI with that of ESI funds
per capita and per GDP, as the following maps show.
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Pdicy represents a substantial share of investment (per GDP and per capita), and other EU
Member States.

Theindependent evaluatiof the EFSI published Iirnst and Young in 2016 shows several

potential reasons as to why this dichotomy exists, and therefeley * Cohesi on’ C C
failed to attract substantial EFSI financing so:far

1. competitionwith ESI Funds;

2 lower capacity to develop large bankalpejects;

3. lack of experience with public private partnerships (PPP);

4. insufficiently developed venture capital culture;

5 exeessively small size of projects
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Distribution in terms of € per capita and per Member State (CPMR own research)?
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2Source of data: th&FSI Project listEIB, the Open data portal for the E§European Commission and Eurostat
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2. Can the EFSI include abjective of territorial cohesion?

As mentioned above, some of the EFSI financing can be traced at NUTS Il level. The map below
represents EFSI supported projects which could be located in a particular region. The key
learning point from this map is that there is no distribution logic émts of geography or

type of sector supported) to the EFSI, which confirms the above analysis.

Representation of EFSI projects per sector at NUTS I level®
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defined beforehand and should avoid geographical concentration with the aim of covering all
the Member States at the end of the peribd

The project selection committee can prevent geographical concentration at European level
when selecting projects, but is unclear as to whethenational investmentplatforms
financed by the EFSh(particular for SM&) ensure aregionally balanced disbution.

However, there are instances of EFSI projects which have been designed to address the needs
of specific territories:

3 Source: EIBroject database. All projects which could be located at NUTS Il level are represented
4 Seeatrticle 8.b in Annex Il to COM(2015)Y1Buropean Fundof Strategic Investments
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1 TheFrench Overseas Territories (RUP) Risk Sharojgct was put forward by the
Agence Francaise de Développement as agtisking framework guarantee scheme
for investments in the French Outermost regions

1 The Przewozy Regiofr@e rolling stock modernisation project in_Polamims to
purchase and modernise existing rolling stock for a regional rail passenger operator
and targetsconvergenceegionsin Poland

This means thathere is nothing preventing a Member State submittingrojects for EFSI
financing which have a territorial dimensiofand therefore target specific regions) the
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incentives for these types of projects to be finan@dhe moment.
3. Options to providea ‘territorialc o hesi on’ o tuture EFSIi v e

- In an ideal world, the EU would have an integrated strategy to support investment.
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report on the extension of the EESI

- The EFSI is here stay and changes will need to be made to ensure thdbés not
exacerbate regional disparitieand leave some Member States and regions behind.
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Commission in itSocial Dimension reflection paper

- The EFSI does have an impact on regional developnespite the EFSI having been
conceived as apatially blind instrument to boost investment volume in Europe, it is
important to note that EFSI supported projects do have an impact on regional
development and spatial planning. EFSI supported projects are linked to competences
that are traditionally atocal and/or regional level. This would require changes in the
way regional authorities are involved in some way in terms of the project selection
process.

- A potential solution to reconcile the EFSI with the territorial cohesion objective of the
EuropeanUnion would betoadd a “devel opment wi ndow’
The idea, proposed by the CEPS in a recent paper on the ®B6Id be to cover
country-specific or regiorspecific operational and market risks to ensure that less
developed regions can benefit from the EFSI. This would potentiallypleeipheral
regions access EFSI financing better.

- Another option would be teemove the restriction on the size of projects eligible for
EFSI supportwhichis currently 10 million euros for a project to be considered for
financing under the EFSI financing platforms. The small size of markets in some
peripheral regions (and islancegions in particular) means that the EFSI is less

5D. Rinaldi and J. Nunez FerfEng European Fund for Strategic Investments as a New Type of Budgetary
Instrument, April 2017
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attractive in these territories. This idea to lower the threshold for EFSI projects is
pushed by theuropean Parliament report on the extension of the HéGe for Bt
reading on 3 July).

- With regards to the EFSI in relation to Cohesion policy, thekigspointis thatmany
of the areas of interventions and sectors supported by EFSI and ESI intertwine
SME support, energy and transport infrastructure projects being two of many
examples.

- The solution praised by the Commission is to maximize potential for synergies
between the two policies/instrumentszvidence from CPMRegions is that this has
failed, as the EFSI and ESI funds were never designed to work together in the first
place. Radical changes would need to be made to the functioning of the EFSI for such
synergies to be made effectively in the future.

- A better soldion would be toestablish clear boundariebetween what sectors and
types of projects the EFSI should support and the areas of intervention of Cohesion
Policy fundsand to ensure thaEFSI financed projects should indeed be additional
iInvestmentsgeneraing a clear European value added and contributing to job creation
and economic growth
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CONTACT:

6, rue SainMartin, 35700 Rennes
Tel: + 33 (0)2 99 35 40 50

RondPoint Schuman 14, 1040 Brussels
Tel:+32 (0)2 612 17 00
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