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MONDAY 2 FEBRUARY 2004 

________________ 

Present 

Bowness, L (Chairman) 
Lea of Crondall, L 
Maclennan of Rogart, L 
Northover, B 
Powell of Bayswater, L 
Tomlinson, L 
________________ 

Witnesses: Mr Peter Sedgwick, Vice-President, and Mr Dominique de Crayencour, 

Director of Inter-Institutional Affairs and Brussels Office, European Investment Bank, 

examined. 

Q195  Chairman: May I first of all thank you very much indeed for agreeing to see the 

sub-committee and give evidence?  You will know, I think, the nature of our inquiry into EU 

development aid and assistance.  We are looking at many things, including the reforms that 

have been made and the position of development aid post the Constitutional Treaty.  I think 

that perhaps none of those things are matters that we would particularly want to press you 

upon, unless you want to express a particular opinion, having seen our call for evidence.  

What we would like to do is to hear from you what the European Investment Bank does, what 

scope there is for it playing a part in development, perhaps replacing general development aid 

through loans to some of the other countries – some of the countries that are perhaps not 

amongst the poorest.  Before we ask questions, however, maybe you would like to say 

something to us generally. 

Mr Sedgwick: Thank you very much.  I am very happy to welcome you here to the EIB.  

I think that it is possibly the first time – or the first time that I am aware of – that a UK 

parliamentary committee has met in these offices, and you are most welcome.  I was working 

out today that it is exactly 20 years since my first appearance before a House of Lords’ 
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committee on an extremely controversial occasion, when we were arguing about the nature of 

industrial policy.  My appearance was followed up by an even more rebarbative one by 

Nigel Lawson.  But I am a changed person since then, and I am hoping that we will not repeat 

those disagreements!  I was going to inflict an opening statement upon you.  But, given the 

hour and the fact that it would be better if you asked me questions and I answered the ones to 

which you actually wanted the answers, perhaps I may make a few points to begin with.  Then 

I and, more to the point, my colleague Dominique de Crayencour who heads our Brussels 

office and is the main point of contact between the EIB and the Commission, will try to 

answer them for you.  If by any chance we cannot answer specific ones – because this is a 

detailed area – then we are quite happy to send the material on to you afterwards.  Just a few 

points to start off with.  The EIB is a policy-driven bank.  The policies that drive it are those 

that are agreed by the Council and the Commission.  So we are rather different to other 

multilateral lenders like the World Bank, which have a big role in agreeing their own policies 

and getting them agreed by shareholders and their directors.  To a large extent ours are given 

by others.  The second thing I would like to say is that around 90 per cent of our lending is 

within the European Union.  That percentage will go up to around 95 per cent on 1 May, 

when the acceding countries become members of the Union.  Nevertheless, we do have very 

important lending programmes outside the Union and we have tried to set those out in the 

table.  You may want to ask us about those.  I would particularly draw your attention to the 

Cotonou facility, which is a new way in which the EIB is operating in the ACP countries, and 

particularly in Africa.  The other mandate which has had a tremendous amount of attention 

recently is the Mediterranean, the FEMIP, where our operations have grown significantly and 

where the intention is for us to lend about two billion euros a year from now on, mixed with 

grant aid – some of which comes from the Commission.  The next point I would like to make 

is that, particularly outside the Union, we have a wide range of instruments that are available, 
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ranging from equity to senior debt.  We lend on very competitive terms, because we have a 

very strong AAA rating, and we have relatively small operating costs.  We have a staff, for 

the volume of business that we do, of around 1,100 people.  This, by the standards of 

multilaterals, is very low indeed.  So the margin we have to add to on-lend is, by most 

standards, comparatively low.  The next and final point I would make is on co-operation.  

There are all sorts of strands to this rather general issue.  We obviously co-operate with the 

Commission, not only in terms of devising policies, but quite often in the operations 

themselves.  We co-operate with other multilateral lenders.  We never finance 100 per cent of 

anything.  We quite often co-lend or co-finance with the World Bank, the EBRD, or whoever 

the international financial institution happens to be that is interested in that particular project.  

We also have a very well-developed policy of co-operation with other financial institutions, 

whether they be national lenders like, say, CDC in the UK, or private banks.  Those are the 

things I have said at the beginning, but I am open to your questions now. 

Q196  Lord Maclennan of Rogart: We were reminded earlier that the EBRD does not have 

to give direct consideration to issues of good governance, whereas the European aid-giving 

institutions do – explicitly spelled out again in the Cotonou Agreement.  Do you have good 

governance considerations in mind in looking at loans, or are they raised by the partners with 

whom you are operating? 

Mr Sedgwick: No, they are very important principles for us – good governance ones.  We 

have a variety of policies, the aim of which is to ensure that there is good governance for the 

projects that we lend on.  We have anti-fraud policies; we have very strong procurement 

policies; we would look at a particular loan project, to see whether that is managed in a proper 

way.  You name it, we have to have some scrutiny of it. 
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Q197  Lord Powell of Bayswater: I see that your current lending is expressed in terms of a 

ceiling of 1.7 billion for the next four years and in your brochure that you talk about 

3.9 billion from 2003 to 2007.  Do you actually expect to lend that much or is it just a ceiling?  

Mr Sedgwick: You are talking about the Cotonou facility there. 

Q198  Lord Powell of Bayswater: Yes. 

Mr Sedgwick: I think that “both” would be my answer to that question. 

Q199  Lord Powell of Bayswater: Will there be sufficient viable projects coming forward 

from the ACP countries to make it possible for you to lend on terms that you would accept, to 

actually devote that amount of money to them? 

Mr Sedgwick: We very much hope so and we are working towards that, but of course the 

previous question is relevant.  There are certain parts of Africa in particular where we have no 

projects in the pipeline at the moment because of events in those countries.  It is perfectly 

obvious which ones they are.  So there is that problem.  But we would hope – and maybe I am 

too optimistic here – that there are certain areas where we have considered projects, which 

perhaps we would not have done a few years ago.  Nigeria is an example.  That could go 

wrong or it could be even more successful than we are expecting at the moment, but certainly 

it would be our hope that we could have operations there that met all our criteria. 

Q200  Lord Tomlinson: I want to refer to the same sheet.  I have two questions, one a very 

simple one.  Why do you call it “Own resources”?  The word has connotations in the context 

of the European Union budget.  I presume that this is just the expenditure that you are 

prepared to raise on the capital markets.  The more substantive question, however, is about the 

figure against the Cotonou Partnership Agreement – again, this 1.7 billion.  What is it 

proposed to be used for and why is it necessary to have it, when there is such a huge 

5 



under-committed resource available to the ACP countries in the ninth EDF and the previous 

EDFs?  Something like 10 billion of uncommitted appropriations in the ninth and previous 

EDFs. 

Mr Sedgwick: The main thing we tried to do with this table was to keep it on one page, so 

you must forgive us if we took for granted a certain amount of jargon.  The “Own resource” 

has nothing to do with own resources in the EU budget.  It is to do with the bank’s resources.  

We have capital from our shareholders, which are the Member States.  We are an inter-

government institution; there is no Commission shareholding.  Like other international 

financial institutions, a certain proportion is paid in.  We borrow on the capital markets and 

we also have a gearing ratio of 250, which is higher than some of those IFIs which lend 

mainly to risk areas.  So that is what the “Own resources” are.  The rest are other funds that 

are entrusted to us to use.  The second question goes a little beyond what I can answer.  I 

cannot give you any sort of authoritative answer on policies to do with the EU aid budget, but 

it is a longstanding policy that, where there are viable projects, it is sensible for those to be 

financed from loans and other forms of finance, and we are the chosen instrument for that 

within the European Union. 

Q201  Lord Tomlinson: I am interested in why they should come to you when there is this 

uncommitted appropriation that seems to be available as grant rather than as loan. 

Mr de Crayencour: Part of the answer is that there is not the same purpose, the same 

objective, and the same activity under EIB lending and under the granting of subsidies by the 

budget.  For the EIB part, every envelope in the past has been used.  In this particular case of 

Cotonou, it is now 100 per cent concentrated on private sector operations – which 

presumably, although I am not a specialist, is not the case for Community budget money.  So 

the lack of utilisation of the budget money – that I do not know and on which I could not 
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comment – is not necessarily linked to a good utilisation of bank money and the respective 

agreements. 

Q202  Lord Powell of Bayswater: Could I ask what proportion, very roughly, of 

applications or proposals from the ACP countries you accept?  How many do you agree to? 

Mr de Crayencour: Compared to the requests? 

Q203  Lord Powell of Bayswater: Yes.  Are you taking 10 per cent or 50 per cent? 

Mr Sedgwick: It depends what you call a request.  Before a formal appraisal process starts, 

quite a lot of water flows under the bridge.  I think that it would be quite difficult to give you 

a quantitative answer to that. 

Q204  Lord Powell of Bayswater: There was a time, 20 years ago, when you were certainly 

only able to accede to a very small number.  Do you think that proportion is increasing? 

Mr de Crayencour: I think that the answer is on what you consider a request, because we 

have so many letters, telephone calls, or preliminary dossiers that are very quickly 

disregarded – if you counted them all as requests, then probably the rejection rate is high.  If 

you only look at the cases where we have thoroughly appraised projects then, because we do 

not do that and spend the money without preliminary assurances that this is reasonably well 

constructed, the rejection will obviously be much less.  I do not think we have ready-to-wear 

statistics on this and it would be difficult to build them actually, for that reason. 

Mr Sedgwick: There is a perception that operating in the private sector in ACP will be very 

difficult.  So it would not be surprising if the proportion turned out to be lower – if you could 

measure it. 

Q205  Lord Lea of Crondall: I think it is fair to say that the European Investment Bank has 

the best feel of the private sector of the EU institutions, because in some cases you have a 
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minority involvement with some financing facility which has private banks and other equity, 

long-term loans and so on.  Last summer, there was an American study on Africa.  You are 

probably aware of it, but some quite distinguished people concluded that Africa’s biggest 

problem was that they only had 1 per cent of world capital flows.  They made some 

recommendations, pointing out that the big take-offs in the world – like China at the moment, 

India, and so on – were when there were big surges forward in private investment.  That is 

what Africa does not have, and there is the size of the markets, their being split up, et cetera.  

However, I recall that when we had a debate on Africa in the House of Lords quite a few 

people advocated that there ought to be an equivalent European high-level study of what 

would be more conducive for more capital flows into Africa.  I would like to put that to you.  

Would that not be a good idea – OECD perhaps do this as well – to find out what will, if not 

replace some development aid, make sure that we do not struggle on in this sort of glue that 

we seem to be in all the time in Africa, and find some way in which there can be a clear EU 

strategy to promote private investment in Africa?  Have I missed that there is a study or a 

document like that, which does have a policy that is equivalent to the American one?  It does 

seem to me that this has a great relevance to the complementarity with development aid, 

which some people do not think is going anywhere at the moment. 

Mr Sedgwick: Several thoughts come to mind.  Certainly any study which helps one 

understand how to encourage FDI in somewhere like Africa would be worthwhile.  Just to put 

it in context, the vast bulk of FDI is between developed countries: between the UK and 

Europe and the US.  Even in those economies that have taken off, it is a relatively small 

proportion of the FDI in the world.  I think that we are conscious of the problems of FDI.  The 

whole problem of trying to increase the amount of private sector activity in Africa is 

essentially the same one.  You come up against problems of governance and problems of 

whether the private sector is sufficiently robust to cope with this.  You come up against the 
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issue, which has been a really important one in the Far East, of making sure that economies 

are really open to international trade and, if they are not, then it will be quite difficult for FDI.  

No, I think that we would look – talking from an EIB standpoint – for partners in the private 

investment projects that we appraise and support.  If there was an element of FDI with that, 

that would be most welcome.  That has been something that we have tried to do in other areas.  

If you look at the EIB involvement, for instance, in the former Communist economies of 

eastern Europe – whether they are entering the Union immediately or not – we have certainly 

tried, with our lending activity there, to encourage FDI projects, or an element of FDI in them 

as much as possible.  We will do the same thing in the Mediterranean region, and we will do 

it, if we can, in Africa as well.  Whatever study one has, however, one comes up against these 

hard issues of governance, the private sector, and opening the economies to international 

trade. 

Q206  Chairman: There is criticism that too much of EU aid goes to middle-income 

countries, not the poorest countries, and the “near abroad”.  In our call for evidence we asked 

a question which was: whilst recognising that the Union would want to continue some 

assistance to such countries for various reasons, could assistance be provided in ways that 

would free up grant money for low-income countries by placing more emphasis on loans and 

technical assistance from the EIB?  That is a question we posed in our call for evidence.  How 

realistic is it?  How would you answer that particular question? 

Mr Sedgwick: In a way, I would not.  I think that it is a policy decision for Member States 

and the Commission to make, if they want to transfer grant aid away from middle-income 

countries and to replace that by loan finance.  It is not a decision for us to take.  What I do 

perceive is that in any policy decision taken at a European Union level there is more than one 

objective.  There is obviously the objective of relieving poverty where it is greatest; but there 

are also policies, which are becoming more developed and more explicit, towards neighbours.  
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The whole drive towards increasing the bank’s activity in the Mediterranean region is driven 

by considerations of that sort as much as by those of poverty.  One can see the same thing 

happening again on the eastern boundary of the European Union.  We in the bank expect 

policymakers always to be concerned with economic development in neighbouring states.  

May I make one other observation on that?  I anticipated this question would come, so I spent 

this morning having a look at a list of countries that are IDA-eligible.  Those are the poorest 

countries that are eligible for concessionary terms from the World Bank.  That list is not the 

same as it was 10 or 15 years ago.  For instance, there are some countries in south-east Europe 

which are now IDA-eligible after the ravages of war: talking from memory, Albania, 

Bosnia-Herzegovina, and Serbia-Montenegro.  That sometimes is seen by some as not an area 

where grant aid is a great priority, but there are IDA-eligible countries there.  I think that there 

are no IDA-eligible ones amongst the FEMIP countries, but there are other considerations 

which have led policymakers to ask us to operate there as well, alongside grant aid. 

Mr de Crayencour: There is one other point, which is that in most of these countries where 

we operate we probably find no investment-grade country.  So that there is indeed a potential 

gap between a poor country, where you would go for poverty alleviation, and an 

investment-grade country where simple banking loans would suffice.  What we have seen so 

far, and I am not making a policy judgment, but just a pragmatic observation, is that the blend 

of budget resources with bank loans, in whatever form – and we have plenty of forms to blend 

a bit of a grant element with loans – is actually a pragmatic answer to these areas where you 

do not have investment grade. 

Q207  Lord Maclennan of Rogart: I wonder if you could explain what the mechanisms are 

under which the mandated budgeted funds are allocated to the bank.  Does it vary year on 

year?  Is it related to projects?  Is it agreed in advance?  How does it work? 

Mr de Crayencour: The mandates ---- 
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Q208  Lord Maclennan of Rogart: The funds that are not raised on the capital market but 

that are delivered by the governments – is that a variable figure year on year?  Is it a 

programme covering many years?  Is it project-related?  What determines whether it 

fluctuates up or down?  How significant is it as a proportion of the total expenditure? 

Mr de Crayencour: First of all, there are two different situations.  Regarding the ACP 

Cotonou Agreement, you are right to refer to government funds, because this is funded – or 

guaranteed in this case – for the year’s EDF by the Member States.  This is not the case for all 

the other mandates.  I draw your attention to the fact that this is funded by the Community 

budget, not by the Member States’ budgets.  That said, the mechanism is the same. 

Q209  Chairman: It is guaranteed by the Community budget. 

Mr de Crayencour: And funded by the EIB budget.  When there is a grant element attached – 

and in many cases there is, like in the FEMIP in the Mediterranean where there is budget 

money also managed by EIB – in all cases, whether coming from the Member States’ budgets 

or the Community budget, they are pluri-annual envelopes.  So the mandate itself is based on 

the number of years.  You can see here1, “Period of validity”.  The year-by-year allocation of 

the amount is very much an operational question of EIB programmes: taking into account a 

smooth distribution over time, so as not to have a peak in one year and no follow-up in the 

next year.  But these are very much operational considerations. 

Q210  Lord Maclennan of Rogart: And as a proportion of the whole? 

Mr de Crayencour: This is difficult to answer.  On average, probably it varies from region to 

region.  If I take the ACP Cotonou for instance, we see here that we have from the EDF 

2.2 billion – that is, from the Member States’ budgets, compared to 1.7 billion of EIB own 

resources.  But this will not at all be the same in other areas.  In the Mediterranean, roughly – 

                                                 
1 On the table handed out during the meeting.  
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and I am not sure of the figure – something like 250 million of grants coming from the 

Community budget are allocated over the period where we will do some 6.5 billion.  So you 

see that the proportions are completely different, and probably in line with the idea that the 

richer the countries the less the grant element. 

Mr Sedgwick: For the Mediterranean we will be seeking – in fact, we have already said we 

will, as part of the enhancing of this facility that was agreed at the end of last year – extra 

grant resources from Member State governments, if we can persuade them to let us have 

them, to enable projects to be prepared. 

Q211  Lord Maclennan of Rogart: Can you see any secular changes in the Community 

funding of that kind? 

Mr Sedgwick: Not that I can mention at the moment. 

Q212  Lord Tomlinson: I was quickly glancing at the document on financing in the ACP.  

Bearing in mind you were saying that these are nearly all budgets in the private sector, how 

would you apply the principle of interest subsidy in that area? 

Mr de Crayencour: I draw your attention to the fact that there were interest subsidies in the 

various Lomé Conventions; they are no longer in the Cotonou Agreement.  That is the first 

point.  The second is that – because of fair competition and market rules – they were used 

systematically as incentives, or technical assistance-type elements for the intermediary 

institutions, or for the government institutions that were promoting the projects, but never as a 

direct benefit for a private beneficiary. 

Q213  Lord Powell of Bayswater: What proportion of the projects you finance in the ACP 

go bad?  Just in very rough terms. 

Mr de Crayencour: In numbers? 
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Q214  Lord Powell of Bayswater: Preferably a proportion of your total outlay on the ACP.  

Mr de Crayencour: I would have to calculate.  I just do not know. 

Q215  Lord Powell of Bayswater: Is it fairly common or is it unusual?  Presumably you do a 

very thorough appraisal. 

Mr de Crayencour: The only answer that I know I can give, without checking figures, is that 

you have countries getting into trouble and all the projects in the relevant countries following 

these troubles.  That is a fairly standard scheme.  Outside that pattern, however, I would need 

to check.  I really do not know. 

Mr Sedgwick: The way we try to answer that question, or the way we do answer that 

question, is by having evaluation reports from an independent evaluation unit, which are 

prepared for the management of the bank, discussed at the board of directors, and then put up 

on our website.  It is a relatively recent development.  It has been going for four or five years.  

We have just had one on the ALA mandate, which will go up on the website quite soon – I am 

not sure when.  We would try to cover all the operations of the bank over not too long a 

period. 

Mr de Crayencour: There was one on the ACP about a year ago, I think. 

Mr Sedgwick: If one were to look at those – they are quite long reports, but then evaluation is 

a serious business – it is not so many per cent are okay and so many are not.  There is a range 

of things that can be other than expected.  Some of those unforeseen developments are not 

quite so serious; others are quite serious.  It is a more complicated business.  But, no, one has 

to face up to the fact that ---- 

Q216  Lord Powell of Bayswater: Presumably there are some bad loans and you have to 

turn to your guarantors to get restitution. 
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Mr Sedgwick: Yes, but there I make a distinction between the country going wrong and the 

projects going wrong.  If you have a country which basically suspends all servicing of the 

debt, it does not necessarily mean that the project has gone wrong.  If you hang in there with 

patience, you can regularise the position once the country has come back onto the rails.  But 

at any one moment there will be some that are not servicing their debt.  They are all familiar 

ones to you – Côte d’Ivoire, countries like that. 

Q217  Lord Lea of Crondall: There seemed to be a sense of fatalism in your tone of voice 

when answering a previous question I asked about Africa.  Perhaps I may follow that up.  In 

some parts of the world, such as south-eastern Europe, you are part of the umbrella structure – 

called the Stability Pact, I think.  Do you find that you have some particular comparative 

advantage as an institution, in terms of banks in these countries, helping within the banking 

system in some sense, or is that an illusion of my mind?  One way into the system in some of 

these countries may be to improve the quality of the people that could be medium-term bank 

lenders.  This may help with the rather despairing tone, which some of us certainly find in all 

of these discussions, about how to help change in Africa.  Every project that comes up seems 

to be very hard work indeed.  Is there anything that could help?  For example, I refer to one of 

the notes that we have – I think that Tim wrote it, but he will forgive me if I quote from it.  

Should there be a new AU-EU interface like the Stability and Growth Pact?  Should there be 

some new umbrella attempt to get this together in a different way? 

Mr Sedgwick: There are a number of points there.  First, I would not regard myself as a 

fatalist on this at all.  As you have mentioned the Stability Pact, perhaps I can start with that.  

The Stability Pact covered south-east Europe.  It is one of the mechanisms for helping the 

former Communist states and the former Yugoslavia.  You mention in particular co-operation 

with banks.  I would say that the co-operation with banks in eastern Europe in general has 

been very successful.  It is difficult to generalise but, after the change in systems from a 
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centrally planned one to what we have now, many of the banks were in an absolutely terrible 

state.  There have been a variety of policies and actions which have led to those banks being 

strengthened.  You have a lot of shareholdings from western European banks, which have 

helped to improve the capital structure and the management of those banks.  As an institution, 

we have had a very strong policy, where we can, to co-operate with the local banks, 

particularly to lend to SMEs – which is a sector which was almost nonexistent 10 or 15 years 

ago – and we would do the same for small infrastructures.  So that has been quite successful, 

especially in those countries that are just about to join the Union.  One hopes that there will be 

a similar process in south-east Europe for those countries of the former Yugoslavia and the 

surrounding states there.  Of course it is a big jump from there to Africa.  There is no point in 

denying it.  You could say that I am a fatalist, but I think that one has to be realistic on this.  It 

is quite difficult to get banking intermediaries in Africa with which to co-operate: either as 

co-financiers or as institutions to act for us and to distribute loan finance in small amounts, 

which we cannot do because we do not have the people on the ground.  However, that is one 

of the main objectives.  It will be high on our list of priorities for the Cotonou facility.  So 

while not underestimating the difficulty, I would not describe myself as fatalist and I hope 

that I did not sound as if I was. 

Q218  Lord Lea of Crondall: Could you add a word on AU-EU in that context? 

Mr Sedgwick: I am not quite sure what you mean.  Do we need a new institutional structure 

to achieve these objectives?  My first ---- 

Q219  Lord Lea of Crondall: The pretensions of the AU are to be, as the years go by, like 

the EU.  And, all right, it is comparing apples with oranges, but that does prima facie come up 

as a topic. 
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Mr Sedgwick: The EU will certainly need a dialogue with this structure, if it takes off.  

I would hesitate before putting new mechanisms in place, however.  I emphasise – and maybe 

I would, being from the EIB – we have the financing arrangements and we have the structures 

there.  The job now is to try to put them in place on the ground where the minimum 

conditions exist in those countries.  I do not disparage higher-level dialogues and 

arrangements, but our job is one of trying to make what has already been decided effective. 

Q220  Baroness Northover: I have been looking at what you say here about financing for 

health and education.  In particular, it says that you can support projects in various countries –  

African, Caribbean, and so on.  I wondered what kinds of things you were lending for there.  

Presumably these would be for, say, a university medical school or something – which is 

going to, as it were, pay its way.  It will not come in the form of aid.  I am wondering what 

opportunities there would be, great though the need would be in terms of health and education 

in some of these developing countries. 

Mr Sedgwick: It is very difficult to answer that without getting out a list of requests that have 

come to us and seeing which ones are viable.  To change area, to try to give you a flavour of 

the answer, we have started trying to lend for health and education in the Mediterranean 

region.  There are some quite interesting projects that have come to us and have gone through 

the decision-making bodies.  I am thinking of one, an IT project linked to education in Jordan.  

In various parts of North Africa one has similar projects, either that are in the pipeline or 

could be so.  With Cotonou, it is a little more difficult to give you a precise feel.  However, 

provided the project was viable, we would certainly be very sympathetic to projects – whether 

primary healthcare or hospitals, or on the education side at basically all the levels of 

education.  But it is not going to be easy.  The reason I gave the example for the one in Jordan 

was not just because I could remember it, which I could, but because I remember that, when it 
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came to us within the last year, I was very surprised to see that we had got that far that soon – 

to have a well-articulated project of that sort which we could agree. 

Q221  Chairman: You and your colleague have made the case for a blend of grant and loan 

to middle-income countries, and I understand that.  But this is clearly not a view that the 

Department for International Development share, because they have argued and put on record 

that they would like 70 per cent of the EU external budget to go to the poorest countries.  That 

would effectively mean a shift of two billion euros, or thereabouts, from the middle-income 

countries to the poorest countries.  My question is, would the EIB have the financial capacity 

to replace that two billion euros of grant to the middle-income countries in terms of 

borrowing?  Would your board of directors feel it was sensible to increase its exposure to the 

Moroccos, the Brazils, et cetera?  In other words, although you have pointed out that the 

amount of grant that is provided to these countries is a matter for the Member States – it is a 

collective decision – nonetheless, if DfID could persuade its partners to shift some of the 

grant money to the poorest countries and argued for replacing it by EIB lending, would this be 

feasible from your point of view and from the board of directors’ point of view? 

Mr Sedgwick: I have a number of thoughts on that.  First of all, for reasons that I gave earlier, 

I do not think that you can press too far the idea of replacing grant with loan, because a lot of 

the grant is not financing investment projects.  Clearly, whatever the form our intervention 

takes, whether it be all the way from equity to senior debt, it has to be for a project on which 

we can get some return.  DfID have to win the hearts and minds of other Member States if 

they want to pursue that agenda.  We would have to see, if it was wished to combine that with 

an increase in EIB loan activity of investment projects, how feasible that was, given all the 

other demands on our resources – of all sorts, both in the European Union and outside.  The 

only thing I would say is that in the difficult areas, which are not confined to those which are 

the poorest in the world, you do need some blending of concessional finance with the 
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instruments that we can offer.  We have just been talking about health and education.  Okay, 

that was a question about Africa and Cotonou, but I think that there would be limits in the 

near term on what one could do in the Mediterranean region, which is one that is 

middle-income, without some grant money for project preparation, and maybe for some 

interest rate subsidy or upfront grant as well to mix with it.  It is going to be quite difficult to 

pursue that. 

Q222  Chairman: For technical assistance you would need it, but that would be quite 

modest.  The World Bank would take the same view, but it would be technical assistance 

money; they would not be putting grant money into projects in Morocco or Tunisia. 

Mr de Crayencour: But essentially – if I understand correctly – the two billion you were 

talking about are the two billions of grant aid granted today by the Commission under their 

programmes for, as Peter said, other purposes than investment projects.  So it is not only a 

kind of money substituted by another kind of money but also a kind of action substituted by 

another kind of action.  Can you replace all the necessary education, training, current costs in 

ministries, to organise themselves – whatever they do, and that I do not know – by hard 

investment and go away with that?  I do not know what the impact would be, but I stress that 

it is not only the kind of financial resource, but also the kind of action that would be 

fundamentally changed. 

Mr Sedgwick: If we just take the Mediterranean facility, the grant from the EU budget at the 

moment is used for interest subsidies for the environment; it is for technical assistance, and it 

is for risk capital.  In other words, for those forms of intervention which are of a more risky 

nature, and you cannot expect to do without that type of blending of grant with it. 

Chairman: Thank you, Mr Sedgwick.  We are very grateful to you and Mr de Crayencour for 

coming and giving evidence to us this evening, particularly since it is getting rather late.  We 

do appreciate it very much indeed. 


