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WHY THIS GUIDEBOOK?

In the context of the renewed approach to the
European Neighbourhood Policy (ENP) outlined
in the Joint Communication of 25 May 2011, by
2014 the new financial instrument, namely the
European Neighbourhood Instrument (ENTI), will
be the key financial instrument for 16 partner
countries to the East and South of the EU’s borders
(Algeria, Armenia, Azerbaijan, Belarus, Egypt,
Georgia, Israel, Jordan, Lebanon, Libya, Moldova,
Morocco, Occupied Palestinian Territory, Syria,
Tunisia and Ukraine). The same communication
also states the new approach towards an increased
external mandate for the EIB for both eastern and
southern neighbours, as well as the extension
of the EBRD mandate to selected southern
Mediterranean countries.

In this regard, the guidebook aims to present the
details of the European Neighbourhood Policy
and the new financial instrument, and their
relation to the international financial institutions
(IFIs), and specifically to:

« raise awareness about the ENP and ENI

 provide a tool that will help civil society

organisations to build their capacities to

participate in the planning of

program priorities at the national and regional

levels, monitor the coverage and

outcomes of EU financial instruments

« ensure broader civil society group involvement

in EU, EIB and EBRD decision making

processes and  policy making

« provide a critical reading of the engagement of

the EIB and EBRD from a human rights-based
approach

o present practical advice on how to undertake

advocacy work within the context of ENP, ENI

and the IFIs (the EBRD and the EIB).

WHO CAN USE THE GUIDEBOOK?

This guidebook will be beneficial for civil society
organisations, human rights defenders and local
activists monitoring the impacts of the European
Neighbourhood Policy, both in the social

and economic contexts as well as including

its financial instruments. While the type of

organisations may vary from country to country,
the document will be of particular importance
to organisations engaged in monitoring and
advocacy on the issues of development and
human rights.



THE CHAPTERS IN BRIEF
CHAPTER | — EUROPEAN NEIGHBOURHOOD POLICY AND ITS

CORE ASPECTS

The chapter will provide the background to the
European Neighbourhood Policy, its introduc-
tion, policy objectives, countries of concern, ref-
erence documents and its evolving nature after the
popular uprisings in the southern Mediterranean.
It will also elaborate the partnership towards the
Eastern Europe and Southern Caucasus, namely

the Eastern Partnership. The similarities and dif-
ferences between the respective partnerships will
be highlighted as well. The main references will
be from EU website and official documents. The
section will also present critical issues raised by
CSOs.

CHAPTER Il — FROM ENPI TO ENI: KEY ASPECTS OF FINANCIAL
INSTRUMENTS, PROGRAMMING AND CRITICAL READING

The section will introduce the ENPI financial
instrument and the new ENI, and will present an
overview of the regulations, objectives, funding,
the major differences, the lessons learnt, the
programming characteristics of ENPI and ENI,
the civil society role and related recommendations.
Aside from the ENPI and the ENI, the section
will also focus on the Neighbourhood Investment
Facility (NIF) - the financial mechanism aimed
at mobilising additional funding to cover the
investment needs of the EU Neighbouring
region. A critical reading of the NIF role will also
be presented, especially with regard to access
to information/availability of information on
projects funded etc.

Moreover in this section, the key concept of
blending EU funds and Budget support - as a
mechanism that the ENI instrument will be using
— will be explained and elaborated in two key sub-
sections. For the blending of funds the focus will
be on the challenges of blending development aid
with private finance, the impacts on the private
sector-public sector, the issue of transparency/
accountability, and debt risks. For budget support,
key aspects (from the Guidelines), its importance,
the issue of transparency, corruption and key
recommendations for CSO participation (in
monitoring) will be elaborated.

CHAPTER il — THE ROLE OF THE IFIS

In relation to the previous chapter, and mainly
based on the ENI regulation draft, the section will
focus on the role of the IFIs. It will give a short
introduction on the EBRD and EIB, and will
focus on the EIB External Mandate 2007-2013,
2013-2020 and the expanding EBRD mission.

The impacts of EIB/EBRD engagement on
development levels of countries, the challenges,
and the critical issues to be considered (including
transparency, monitoring, projects impacts) will
be explained as well.



CHAPTER IV — MONITORING AND EVALUATING ENPI/ENI AND

THE ROLE OF CIVIL SOCIETY

The chapter will focus on the key aspect of
monitoring and evaluation of the ENPI and
ENI, and will present the monitoring processes
(mid-term review-country strategy papers,
NIP). The section will also shed light on the
EU approach towards civil society as a critical
partner in partnership from the inception of the
ENP to the renewed approach, and the realities

of CSO engagement-challenges/problematics to
be overcome. It will also present the spaces for
engagement in monitoring and advocacy as a
practical tool (who to contact for what, which
documents, when, which questions to consider,
etc),and will present two case studies (one from
MENA and other one from EaP) to highlight the
position of CSOs.



CHAPTER | — EUROPEAN NEIGHBOURHOOD
POLICY AND ITS CORE ASPECTS

WHAT CAN THE READER LEARN

FROM THIS CHAPTER?

HOW TO USE THIS CHAPTER?

* BASICS OF THE EUROPEAN
NEIGHBOURHOOD POLICY AND THE
EASTERN PARTNERSHIP

* POLICY OBJECTIVES DETERMINANT IN
THE ENP, AND BRIEF ANALYSIS OF THEIR
IMPLEMENTATION

e THE EVOLVING NATURE OF THE ENP IN THE
AFTERMATH OF THE POPULAR UPRISINGS
IN THE ARAB REGION

Ahead 0f 2004, prior to the EU’s enlargement to 25
member states, acknowledging the political and
economic interdependence with neighbouring
countries as a reality, the European Commission
adopted the Communication entitled Wider
Europel. This was the first document outlining
the European Neighbourhood Policy.

In this communication the
partners were described as essential to increase
the EU’s mutual production, economic growth
and external trade, to create an enlarged area of
political stability and functioning rule of law, and

neighbouring

to foster the mutual exchange of human capital,
ideas, knowledge and culture.

Moreover, it was made clear that besides the
geographical proximity, the EU should focus
on the prosperity opportunities and poverty
challenges of its neighbours. This recalled actions

* TOBUILD CAPACITY ON THE ENP AND
EASTERN PARTNERSHIP

* TO RAISE AWARENESS ON POLICY
OBJECTIVES

« TOBUILD CRITICAL ANALYSIS ON EVOLVING
ASPECTS OF THE POLICIES

to tackle the root causes of political instability,
economic vulnerability, institutional deficiencies,
conflict, poverty and social exclusion.

The European Neighbourhood Policy (ENP) was
officiallylaunchedin 2004 between thethen 25 EU
member states and the EU’s closest neighbours,
including Algeria, Armenia, Azerbaijan, Belarus,
Egypt, Georgia, Israel, Jordan, Lebanon, Libya,
Moldova, Morocco, the Occupied Palestinian
territory, Syria, Tunisia and Ukraine. In fact, the
EU hadlong established good relations with these
countries, as the Partnership and Cooperation
Agreements cover eastern European countries
and the Barcelona Process-Euro-Mediterranean
Partnership and its Association Agreements
cover the Mediterranean countries.



THE TOOL FOR IMPLEMENTATION OF THE ENP — ACTION PLAN

The Joint Action Plan prepared by the European Commission and respective partner countries
represent the vital element of the ENP. Action Plans cover a number of key areas for specific action:

« political dialogue, economic and social
development and reform

o traderelated issues, market and regulatory
reform

o justice, freedom and security issues

o diverse sectoral issues including

energy, transport, information society,

environment and research and innovation

including

o people-to people contacts

culture and civil society.

Although each Action Plan is country specific,
and are thus called “country-tailored”, they all
include these chapters and are applicable for
three to five years.

Action Plans are broadly scoped political
documents and their non-implementation
does not bring any legal sanctions. The ENP
is designed to be dynamic, meaning it has to
be reviewed in light of these progress reports’
findings on the implementation of the priority
actions, and accordingly taking further steps
along the path to greater integration with the
internal market and other key EU policies.

Implementation is promoted and monitored
by various means, including the relevant
sub-Committees of the existing Agreements
— joint bodies including the EU and the
partner country, ensuring joint ownership of
the process — that follow the implementation
of agreed reforms, sector by sector. The
respective country governments also issue the
ENP Action Plan implementation reports in
various forms, while the EC annually presents
country reports concerning the progress
achieved in implementing the Action Plan.

TIP FOR CSOS

The ENP Progress Reporting process allows civil
society contributions through consultations
launched by the EU each year. By engaging in
this process CSOs monitor the implementation
of the Action Plan on the ground and present
their  priorities and recommendations.
Moreover, in the revision of Action Plans, CSOs
should engage in the process to ensure that the
priorities set actually correspond to the national
development needs and priorities of their
respective countries. (Read more in Chapter IV)

On the basis of these evaluations the EU reviews the
content of the Action Plan and takes a decision on
adapting or revising it. Decisions regarding further
stepstowards developingbilateral relations (including
the signing of new agreements) can also be taken on
the basis of these assessments. These decisions may
be codified in the form of Association Agreements.
e.g. in November 2009, the Cooperation Council
adopted the EU-Ukraine Association Agenda. This
Agenda replaces the former Action Plan and will
prepare for and facilitate the entry into force of the
new Agreement. For 2010, a list of priorities for
action was jointly agreed by Ukraine and the EU.

However, it should be noted that Action Plans have
no clear timelines and benchmarks, either to assess
country progress or overall ENP progress successes
and failures, as the policy covers a wide geographical
dimension, with diverse countries and a wide range
of policy areas including economic cooperation,
political dialogue, democracy and energy.2



EU Neighbourhood Policy development

EC joint communication reports assessing the ENP3
have revealed a number of problematic aspects of
policy. The EU considers its approach to economic
integration as a driving force of the partnership,
assuming that “deeper economic integration with
ENP partners will be central to the success and
credibility of the policy?”.

Therefore the fact that assessment partner countries
made “progress in economic and political reforms
and have made the Action Plans the centerpiece of
their domestic reform strategies™ was considered
quite positive. Moreover, ENP assumes that Deep
and Comprehensive Free Trade
(DCFTASs) - covering all trade in goods and services
- and measures to reduce non-tariff barriers

Agreements

EASTERN PARTNERSHIP
INITIATIVE (EAP)

EaP was launched in 2009 between the then 27
member state EU and Armenia, Azerbaijan, Belarus,
Georgia, Moldova and Ukraine, upgrading the
eastern dimension of the ENP and complementing
the EU’s relations with each of the eastern
neighbours with multilateral cooperation. It aims
to ensure the acceleration of political association
and further economic integration between the EU
and the six partner countries, through bilateral and
multilateral tracks.

The bilateral track of the EaP is based on the
structures of the ENP and followed through
the conclusion of bilateral agreements such as
the Association Agreement and the Deep and
Comprehensive Free Trade Area (DCFTA). At the
same time, the multilateral track follows a new
framework for exchange and cooperation through
thematic platforms to foster exchanges of best
practice on issues of mutual interest, as stated: good
governance, economic integration and growth,
energy security and transport, contacts between
people and through flagship initiatives, which
are regional cooperation projects in the fields of:
energy, environment, response to disasters, border
management, support to small businesses.

through regulatory convergence is vital for
increased economic integration with ENP
partners. However, the EC’s own assessment
of ENP implementation underlines that
“poverty and unemployment, mixed
economic performance, corruption and
weak governance remain major challenges®”

for almost all partner countries.

Furthermore, the reports also underline the
fact that if the ENP cannot contribute to
addressing conflicts in the region, then it will
have failed in one of its key purposes.

Therefore, these two problem areas of
addressing poverty eradication and ensuring
increased employment,
conflict (particularly the Arab-Israeli conflict
and conflictsin the Eastern Neighbourregion)
signal that ENP remained shortsighted to
deal with the real problems of its partner

and continuous

countries.

Another important shortcoming of ENP,
acknowledged by the Commission, involves
the role of civil society.

The Communication admits, “civil society
participation in the ENP should go beyond
exchanges and cooperation programs. [The
EU] must encourage partner governments
to allow appropriate participation by civil
stakeholders
in the reform process, whether in the

society representatives as
preparation of legislation, the monitoring of
its implementation or in developing national
or regional initiatives related to the ENP”7.
By the same token, given that civil society
remains restricted, both in some southern
and eastern partner countries, and therefore
plays mostlyalimited role in service provision
than actually contributing to policy making
processes, this problematic issue raised by
the EU still remains valid, and is not tackled
by the partnership.



All of the above mentioned requires the EU increase the differentiation between Mediterranean
to take appropriate steps to improve the
neighbourhood policy. Some measures have

been taken, such as the Introduction of the

and Eastern Partner countries. However, major
changes to ENP have been introduced only in 2011,
following the popular uprisings in the Southern
Eastern Partnership initiative (2009) in order to

NEW ENP —“A NEW RESPONSE T0 A CHANGING NEIGHBOURHOOD"

The real necessity to revise the ENP arrived
following the changing political, social

Mediterranean region.

Accordingly, the renewed ENP is based
on six core pillars”:
and economic context in the Southern

Mediterranean Partners caused by the « Supporting progress towards ‘deep democracy’:

2011 uprisings. The new partnership was
documented in a Joint Communication8
entitled “A new response to a Changing
Neighbourhood” and aimed to adopt a
renewed approach built on the achievements
of the ENP since 2004 and respond to the
aspirations of people for more democracy and
prosperity.

The new policy proposed by the EU in 2011
includes the following elements:

o The “more for more” approach: stated to be
at the centre of the revised policy and based
on positive conditionality. This means if
partner countries introduce more reforms
then they will receive more benefits (more
funds and more integration).

« Differentiation in approach with respect to
partners’ specificities and own reform path.

o Mutual accountability between the EU
and its partners, which will be ensured
with increasing contacts and using Progress
Reports as straightforward tools with
country specific recommendations.

» A strengthened civil society (e.g. NGOs,
businesses, academia, media, unions, and
religious groups) partnership for which
the EU established the Civil Society Facility
covering the entire neighbourhood.

focus on free and fair elections respecting rule
of law, human rights and fundamental freedoms
and as well to the civil society partnerships.
Intensifying political and security cooperation:
proposing that the EU become more involved in
solving protracted conflicts in the region.
Supporting sustainable economic and social
development: assuming trade liberalisation
as key to creating jobs and economic growth,
the pillar focuses on negotiating ‘deep and
comprehensive free trade areas’ with willing and
able partners.

Establishing Mobility Partnerships: aiming at
enhancing the mobility of citizens between
partner countries and the EU, in particular for
students, researchers and business people.
Strengthening the Eastern Partnership and
buildinga Partnership for Democracyand Shared
Prosperity in the southern Mediterranean:
with Southern countries, the EU would launch
institution-building
closely on migration, mobility, and security, and
launch pilot programs to support agricultural
and rural development.

programs,  collaborate

Providing additional funding with clearer
priorities: additional funding dedicated to
Southern Mediterranean partners to support
growth and fund new initiatives, particularly
collaboration with civil society and rural and
regional development.
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ENP AND THE LISBON TREATY

The Lisbon Treaty in 2009 that amended
the constitutional basis of the EU also has
its impacts on the neighbouring area and
the EU’s approach to it. According to Joint
Communication (2011), the Lisbon Treaty
“allows the EU to strengthen the delivery
of its foreign policy: co-operation with
neighbouring countries can now be broadened
to cover the full range of issues in an integrated
and more effective manner”10. Indeed, the
Lisbon Treaty, in its Article 8, restated the EU’s
commitment to the “development of a special
relationship with neighbouring countries
aiming to establish an area of prosperity and
good neighbourliness, founded on the values
of the Union and characterised by close and
peaceful relations based on cooperation.”11

In addition, according to article 21 of
the Lisbon Treaty!2, that defines general
provisions for the Unions external action,
theUnion must “pursue common policies
and actions”, and support objectives such
as “consolidate and support democracy, the
rule of law, human rights and the principles
of international law, preserve peace, prevent
conflicts strengthen

security, in accordance with the purposes

and international
and principles of the United Nations Charter;
foster the sustainable economic, social and
environmental development of developing
countries, with the primary aim of eradicating
poverty; help develop international measures
to preserve and improve the quality of the
environment and the sustainable management
of global natural resources, in order to ensure
sustainable development”.

Furthermore, article 208 of TFEU stresses
that “Union policy in the field of development
cooperation shall be conducted within the
framework of the principles and objectives
of the Union’s external action”, and “that EU
development cooperation policy shall have as its
primary objective the reduction and, in the long
term, the eradication of poverty. The Union shall
take account of the objectives of development
cooperation in the policies that it implements
which are likely to affect developing countries.”

Therefore, the new neighbourhood policy, as well
as the supporting funding instrument, intends to
strictly follow the Lisbon Treaty. The objectives
set by article 21 ensure that the primary aim of
EU development policy is ‘the reduction and, in
the long term, the eradication of poverty. This
is a major achievement for the development
community as it opens doors for a real policy
with objectives independent from the other
external policies of the Union. It also contributes
to strengthening the position of development vis-
a-vis the Common Foreign and Security Policy
(CFSP). Overall article 21 increases the coherence
and consistency of EU external actions.



ASSESSING ENP IMPLEMENTATION

In order to assess the implementation of the ENP country by country and at the
regional level it is important to address a number of questions, including:

» Does the ENP/EaP contribute to the development needs of the partner countries?

« What is the role of the ENP/EaP in the country’s economic growth?

» Do the economic policies implemented in light of the Action Plans aim at equal
distribution of wealth and addressing root causes of poverty?

o Does the ENP/EaP contribute to implementation of Article 21 of TEU and article
208 TFEU of the Lisbon Treaty in terms of poverty reduction and sustainable
development?

» Howdoesthe ENP/EaP and Action Plans address unemployment? Do they promote
economic policies related to job-generating sectors, including the industrial sector,
agricultural sector and services?

« How adequate is the trade agenda set in the Action Plans to development needs,
and the stages and capacities of the partner countries?

« How is the “security” assessed? How is the security-development nexus integrated?

« How do the funds allocated within the policy contribute to democracy and human
rights? Is the aid effective? Does it correspond to the development challenges of the
partner countries?

» Does the ENP create space at the country level to ensure the implementation of the
partnership principle?

o Are the Country Strategy Papers and the Action Plans outcome documents of a
national dialogue process? As CSOs, what role did you play in their preparation?

o What are the roles given to different stakeholders at the national level, including
CSOs in relation to the implementation and monitoring of the Action Plan and
Country Strategy Paper?

ENP in bullet points

* Concerned countries: Algeria, Armenia, Azerbaijan, Belarus, Egypt, Georgia, Israel,
Jordan, Lebanon, Libya, Moldova, Morocco, the Occupied Palestinian territory, Syria,
Tunisia and Ukraine.

* Key documents: Association Agreements, Partnership and Cooperation Agreements,
Country Reports, Action Plans, Periodic Progress Reports.

* Key funding: European Neighbourhood Policy Instrument (by 2014, the European
Neighbourhood Instrument).

* Actions: Regular monitoring of implementation, contributing to setting of priorities
through consultations run (See more in chapter IV).

11



CHAPTER Il — FROM ENPI TO ENI

WHAT CAN THE READER LEARN HOW TO USE THIS CHAPTER?

FROM THIS CHAPTER?

* INTRODUCTION TO ENPI AND THE NEW ENI « TOBUILD CAPACITY ON THE FINANCIAL
* KEY CONCEPTS OF COMPLEMENTARITY AND INSTRUMENT OF ENP.
COHERENCE ON FINANCIAL ASSISTANCE. * TOCRITICALLY ASSESS THE BLENDING
* KEY CONCEPTS “BLENDING” AND BUDGET MECHANISM AND BUDGET SUPPORT.
SUPPORT.

EUROPEAN NEIGHBOURHOOD PARTNERSHIP INSTRUMENT

Since 1 January 2007, as part of the reform of Regulation (EC) Ne1638/2006!7 lays down the
EC assistance instruments MEDA13, TACIS!4 general provisions establishing the ENPI and
and various other programs, these have been outlines phases of the ENPI assistance cycle
gradually replaced by a single instrument, the and programming phase. It also lays out the
European Neighbourhood and Partnership fundamental principles of ENPI assistance:
Instrument.1>The main aim of ENPIwasdefined ~complementarity, partnership and co-funding.
within the ENP framework. It is supposed Indeed, ENPI assistance is to complement or
to contribute to enhanced cooperation and contribute to national, regional or local strategies
economic integration between the EU and its and measures.

neighbours. The ENPIis managed by EuropeAid,

whose decisions taken at the political level are

turned into actions on the ground.16



The ENPI implementation modalities include:

1. Budget support
2. Projects (call for proposals)
3. Other modalities (blending mechanism) (items are elaborated in subsections below)

The ENPI Regulation!8stressed that ENPI support should be coherent with the objectives and principles
European Consensus for Development!? (adopted in 2005) puts reduction of poverty, development
based on Europe’s democratic values (including respect for human rights, social justice, rule of law...
etc) and national ownership of development strategies at the heart of EU assistance. In this regard,
ENPI programs and projects should be consistent with EU policies.

In addition, the regulation also stresses that coherence between financial assistance from ENPI and the
financial assistance provided through other EU internal and external financial instruments, as well as
the European Investment Bank (EIB), must be ensured.

Another important point raised in the regulation is in regard to the role of different stakeholders.
Accordingly, the regulation underlines that “..The beneficiary countries shall associate the relevant
partners as appropriate, in particular at regional and local level, in the preparation, implementation
and monitoring of programs and projects”.

ALLOCATION OF RESOURCES

ENPI assistance is disbursed through three types of programs:

« National programs for each partner country: one for each of the 16 participating countries;

« Regional programs: three regional programs—one each for the East and the South, and one trans-
regional program covering both;

« Fifteen Cross-Border-Cooperation (CBC) programs.20

ENPI allocations
Amount (m €)
2007-2010 2011-2013

Bilateral 1034,5 1283,4

Regional 247,75 262,3
Interregional 523,9 757,7
Cross-border 234 293

Neighbourhood Investment Facility 700
Governance Facility Tentatively €50M per year

13
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The ENPI had a budget of €11.2 billion
for 2007-2013. With the launch of the
EaP in 2009, it was increased by €350
million. Later in May 2011, following
the popular uprisings in the Southern
Mediterranean Partners, the ENPI’s
budget was boosted by additional funds
amounting to €1.242 billion. Around
95% of the ENPI budget is allocated to
national and multi-country programs,
while the remaining 5% is allocated for
CBC programs.

Funding of the Eastern Partnership Initiative

THE THREE STAGE PROGRAMMING
PROCESS UNDER THE ENPI AND
RELATED DOCUMENTS

Country Strategy Papers (CSPs) or Regional
Strategy Papers set out the priority areas and
the assistance strategy for five to seven years;
National Indicative Programmes (NIPs) or
Regional Indicative Programmes translate
assistance priorities identified in the CSP into
funding priorities. They specify, for a three
or four year period, the indicative financial
allocation and its distribution between the focal
areas of cooperation;

Annual Action Programmes (AAPs) detail the
activities and projects that will be implemented
from each annual budget allocation.

EaP funding compromises €600 milion, that increases the overall amount of ENPI funds
for the Eastern partners up to €19 billion during 2010-2013.

The funds were distributed in the following way:

» Comprehensive Institution Building programs to assist reforms (about €175 million);
o Pilot regional development programs to address regional economic and social

disparities (about €75 million);

« Implementation of the EaP, focusing on democracy, governance and stability,

economic integration and convergence with EU policies, energy security, and
contacts between people with the aim of bringing the partners closer to the EU

(about €350 million).




ENPI PROGRAMMING PROCESS

The ENPI assistance mode and relevant
programming (See Box) documents can be
classified as:

1. National Programme - aims to support
the implementation of ENP Action Plans.
Country Strategy papers, that cover the
priorities for the implementation period
of ENPI, are one of the key programming
documents. They cover the whole period,
namely six years. National Indicative
Programs, that outline the
allocations for implementing the priorities

financial

defined in Strategy Papers and that are

(thus NIPs cover
three-year in principle), and Annual
Action Plans that provide details, financial
allocations and a timetable, add to relevant
programming documents.

2. Regional assistance programmes cover

revised at mid-term

two regions - Southern Mediterranean
and Eastern partners. Therefore two
regional strategy papers (one dedicated
to Mediterranean partners, the other to
Eastern partners) outline the general
framework for the six-year period. The
Regional Indicative Programs presenting
the financial allocations for the priorities
in respective Strategy papers (that cover a
three-year period) are key programming
documents.

3. Inter-regional assistance programmes,
that are complementary to country and
regional programming documents, aim to
provide effective and eflicient support for
the achievement of ENP objectives at the
inter-regional level.

4. Cross-border co-operation programmes -

through land border programmes between two
or more countries sharing a common border
and multilateral programmes covering a sea
basin, the CBC programmes are intended to
benefit those regions of neigbouring countries
that directly share a land or maritime border
with the EU, and their counterparts on the
EU side of the border. During the 2007-2013
period, 13 CBC programmes (9 land borders, 1
sea crossing and 3 sea basin programmes)
have been established along the Eastern and
Southern external borders of the EU with total
funding of €950.516 million. The programmes
focus on common challenges particularly in
fields such as the environment, public health
and the prevention of and the fight against
organised crime. Given the particular role
dedicated to local ownership, the programmes
intend to promote local governance. The Cross
Border Strategy document (for six years) and
the Indicative Program (for three years) are the
main programming documents.

. 'The Governance Facility has been established

in order to provide additional support - “to
acknowledge and support the work of those
partner countries that have made most progress
in implementing the agreed reform agenda set
out in their Action Plan”. The GF funding is
available “on top of national allocations, to
support key elements of reform agenda™26
The facility corresponds to the basics of the
ENP policy as it encourages partner countries’
efforts aimed at promoting good governance.
The 2007-2013 budget for the Governance
Facility was €300m.

15
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Inter-regional Program priorities 2!

Instruments

Promoting reform through European advice
and expertise.

Technical Assistance and Information Exchange
instrument (TAIEX)22, Support for Improvement in
Governance and Management (SIGMA)23.

Promoting higher education and student
mobility.

TEMPUS24 ERASMUS MUNDUS25,

Promoting inter-regional cultural action.

Inter-regional (East-South) action focusing on the
independent cultural sector and contacts between
people.

Promoting co-operation between local actors in
the partner countries and the EU.

CIUDAD - a capacity-building instrument for
modernising and strengthening local and regional
government.

Promoting investment projects in the ENP area.

Neighbourhood Investment Facility (NIF).

PROBLEMS AND CHALLENGES RELATED T0 THE ENPI

The ENPIregulationislegallybinding until theend
of 201327 and will be replaced by a new financial
instrument - the European Neighbourhood
Instrument (ENI). The regulation establishing
ENI acknowledges the positive aspects of the
ENPI but also acknowledges the challenges and
lessons learnt from ENPI.

The lessons learnt include:

o The complex and lengthy programming process
that includes broad consultations between the
EC and procedural steps, which take around
18 months. Such lengthy processes make it
problematic to form an adequate response
strategy geared to the actual situation in country
and limits the relevance of adopted documents.

e Broad scope of priorities that distracts the
instrument from contributing to the core
objectivesandfocusofthe ENP,andfromensuring
policy coherence?8 — the scope of the ENPI
addressesthe implementation of partnership

cooperation agreements,

agreements or other relevant agreements, the
promotion of good governance and equitable

and association

social and economic development. In addition,
it includes 29 thematic areas of cooperation.
All of this combined makes it problematic to
ascertain the core objectives and the focus of
the ENP. However, ENPI assessments reveal
that the linkages between the ENP policy
framework and assistance programming
documents remain mixed?2?.
Lack of integrated approach regarding anti-
corruption measures — 90 percent of the ENPI
funds goes directly as budgetary support.
However, almost all partner countries have
problems with budget transparency, including
the monitoring of budgetary processes. The
ENPI regulation lacks specific means to address
corruption in budget support schemes30 ( see
more on budget support in the subsection
below).

Environmental and social impacts of the
funding - the ENPI regulation does not
require environmental and social assessment
of ENPI funded programs and projects.
Taking into account that national (especially
environmental) legislation often does not
correspond to EU directives and established



practices, the impacts may be controversial
and problematic for local populations affected
by specific ENPI programs/projects.
Ineffective use of measures, particularly the
Governance Facility - despite its positive
engagement, the GF has been used only a few
times. Taking into account that the selection
criteria of recipients under this facility has not
been clear, the overall problems associated
with governance issues and the protection of
human rights both in the Eastern as well as
the Mediterranean region does not permit
the option of using it.

17
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PROPOSED EUROPEAN NEIGHBOURHOOD INSTRUMENT FOR

2014-2020

In accordance with the Joint Communication of
25 May 2011, the new European Neighbourhood
Instrument (ENI)31 will provide support to
16 partner countries to the East and South
of the EU’s borders from 2014 until 2020. In
December 2011, the EC submitted a proposal
to the European Parliament to approve the new
external assistance instruments32, including the
European Neighbourhood Instrument33
2014-2020.

for

The ENI programs would be structured in the
same way as ENPI. The draft regulation proposed
the following programs:

1) bilateral programmes covering support to
one partner country;

2) multi-country programmes which address
challenges common to all or a number of
partner countries, and regional and
sub-regional cooperation between two or
more partner countries,
and which may include cooperation with the
Russian Federation;

3) cross-border cooperation programmes
addressing cooperation between one or more
member states on the one hand, and one or
more partner countries and/or the Russian
Federation on the other hand, taking place
along their shared part of the external border
of the EU.

The draft ENI regulation proposes a number
of important changes, that would strengthen
coherence between the financial instrument
and the ENP policy framework, in order to
ensure more efficient allocation of the resources
and implementation of jointly agreed priorities
between partner countries and the EU and

member states.

In order to encourage the partner countries, ENI
would apply differentiation and the ‘more for
more’ principle: according to the draft regulation,
special attention will be given to those partner
countries that are truly engaged in building a
strong and sustainable democracy based on the
rule of law.

As the revised ENP in 2011 centralises this more
for more approach, the ENI establishes a strong
linkage with the more for more approach by
indicating that criteria for financial allocations
should reflect the differentiation principle. It would
reflect an individual country’s "level of ambition
of the countrys partnership with the Union,
its progress in building deep and sustainable
democracy, its progress in implementing agreed
reform objectives, the country’s needs and
capacities, and the potential impact of Union
support”34,

However, despite the good wording within the
regulation, it is still not clear how the indicators
for the more for more principle will be formed,
and how the implementation monitoring will be
tackled. (See box on concerns about ‘More for
More’ principle)



CONCERNS WITH THE ‘MORE FOR MORE’ PRINCIPLE

The new concept of ‘More for More” should provide for a fully meritocratic ENP that lays
the grounds for a more equitable differentiation between neighbours, based on their own
performance rather than the geopolitical interests of the EU.

However, it is unclear how the principle will translate in practice given that, in the past, it
has often been the success of economic reforms and member states” geopolitical interests,
rather than a country’s democracy and human rights records, that makes the difference,
both in the eastern and southern neighbourhoods.

Often the priority sectors in which governments in neighbourhood regions implement
reforms, e.g. public finance management, public procurement, economic liberalisation and
privatisation, ignore other areas such as research and innovation, education, agriculture,
health protection and so on. As a consequence, the reform measures align with the EU
acquis only selectively.

To remedy this, there is a need to establish both quantitative and qualitative indicators
to assess the real progress each neighbourhood country achieves. The results of such an
assessment, based on well-defined indicators, would help shape EU funding decisions
and build on the “More for More” principle. This would also help avoid controversial and
fragmented reforms, that in the end decrease a country’s overall commitment towards
harmonisation with the EU Acquis.

A system of qualitative and quantitative indicators for each neighbourhood country - based
on the model of the European Integration Scoreboard - is one preferred example.

The ENI would streamline its scope through
focusing the cooperation on the key policy
objectives of the ENP action plans as agreed with
the partners. In general, the areas of cooperation
would be downsized, with up to six priorities for
the forthcoming seven year period.

This will make EU support more relevant, efficient
andfocused. The major objectivestoreachinclude
promotion of human rights and fundamental
freedoms, stronger and more inclusive growth,
support for progressive economic integration
into the EU internal market, confidence building

to contribute to security and the prevention and
settlement of conflicts. The focus will be also
to increase people to people contacts, sectoral
cooperation (e.g. energy and climate change) and
the development of civil society organisations.

The draft ENI regulation, in coherence with
the new Common Rules and Procedures for

External Action Instruments3>, will simplify and

mainstream implementation provisions. The
programming process would become shorter, less
complex and streamlined in a way that ensures
an adequate, appropriate and timely response
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strategy towards partner countries. The European
Commission will prepare a comprehensive
multi-annual Single Support Framework for the
next seven year period based on the ENP APs (or
equivalent documents) rather than the diverse
programming framework of ENPI. It also
simplifies the EU assistance delivery procedures
in the situation of crises or threats to democracy,
the rule of law, human rights and fundamental

freedoms, or natural or man-made disasters.

The ENI regulation provides increased linkages
with EU internal instruments and policies to
strengthen the policy-driven nature of EU
assistance, through mechanisms for the pooling
of funds from internal and external instruments
of the EU budget. The aim is to enable partner
countries and their citizens to participate in
successful EU internal programmes in areas
such as student mobility, youth programmes or
support to civil society.

With regard to the participation of stakeholders,
the ENI regulation strengthens the role of civil
society — and CSO groups are considered not as
mere beneficiaries of the ENI funds, but will be
entitled to a more effective role both in planning,
as well as implementation and monitoring of
ENI activities.

In this regard, the ENI regulation reads as
follows: “Union support under this regulation
shall, in principle, be established in partnership
with the beneficiaries. The partnership shall
involve as appropriate, national, regional and
local authorities, other stakeholders, civil society,
social partners and other non-state actors in
preparing, implementing and monitoring Union
support.”

While the given clause is still not legally binding
to ensure public participation through designed
procedures at all stages of programming, the
progress in comparison with ENPI is visible.

In this regard, whereas the participation in
ENPI programming and monitoring has been
problematic and opposed by a number of
beneficiary countries’ governments, followed
by an increasing practice of substituting CSOs
with government organised non-governmental
organisations, the EU should be leading in its
programming exercise in order to establish
best practice cases. In addition, the procedure
of involving civil society should be more than
a tick box exercise, with genuine participation
ensured.36,

PROPOSED BUDGET FOR ENI

The proposed budget for the new ENI is
€18.2 billion, defined under the Multiannual
Financial Framework (MFF)37 for 2014-2020.
The major parameters of MFF were adopted in
2011.

MFF represents the EU budget - the spending
plan that translates the EU priorities into financial
terms and limits expenditure over a fixed period
and defines the maximum amounts available for
each major category of spending (heading).

The proposed budget should be adopted both
by the European Parliament and the European
Council before it enters into force.



MAJOR TOOL FOR ENPI AND ENI DELIVERY — BUDGET SUPPORT

The EU is one of the world’s largest providers
of budget support - the method through
which development aid is provided directly to
developing country governments, rather than to
specific projects.

Budget support is a structured and systemic
aid modality that is directly channelled into

the
and procurement systems of a country so

financial management, accountability
that a beneficiary country (partner country’)
can manage development programmes and
poverty policies  according
domestic priorities. These features are intended

to strengthen domestic accountability and

reduction to

responsibility, which supports the principles
laid down in the Paris Declaration on Aid
Effectiveness (2005) and the Accra Agenda for
Action (2008).

Budget support provides key advantages over
project-based and other types of aid, as it allows
thedispersal ofaid through acentralised structure,
it can harmonise aid programmes and avoid
the type of aid proliferation and fragmentation
that increase transaction costs. It allows optimal
finance for long-term, sustainable development
strategies by increasing funds for recurrent costs,
can stipulate resources for long-term national
planning, budgeting and oversight functions,
including Public Financial Management systems
(PEMs) but also the judiciary, the parliament
and civil society, among others — the type of
oversight functions that are vital to sustainable
and accountable development.

Thus, budget support is recognised as the
most appropriate tool for aid delivery by the
international community.

However, the EU itself recognises that,
“Corruption is one of the key factors that affect
the balance of arguments for and against budget
support. Failure to tackle corruption undermines
confidence in both the budget and the wider
political economy, and has implications for both
financial and development risks”38 The added
budgetary discretion, without effective oversight,
afforded to partner countries creates increased
opportunities for rent-seeking and corruption,
while there is a concern that budget targets are
realigned in response to the increase of funds, for
example when government funds supplanted by
general or sectoral support are diverted towards
arms acquisitions.

Finally, there is a clear ‘attribution’ problem - if
a country provides project-based support, for
instance in the construction of a road, it is simple
to see the cause and effect of the project. Budget
support (at least in terms of general budget
support) does not provide clearly observable
results. (See Box on Egypt)

In order to respond to this dilemma, in 2011, a new
communication, entitled “The Future Approach
to EU Budget Support to Third Countries’,
was adopted, defining the new approach to
budget support. The communication refers to the
Lisbon Treaty and reinforces the coherence and
efficiency of EU measures and EU aid to generate
real quality change in the partner countries in
order to correspond to poverty reduction and
eradication as the EU’s primary development
policy objective40.
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Protests in Tahrir square, Cairo, 25 November 2011.
Photo by flickr.com/photos/darkroomproductions
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EUROPEAN COURT OF AUDITORS ON EU SUPPORT FOR GOVERNANCE IN
EGYPT —WELL INTENDED, BUT INEFFECTIVE

In June 2013, the European Court of Auditors
published a highly critical report on EU
assistance that has aimed to promote key areas of
governance in Egypt in the periods before and
after the Uprising of January 2011.

The audit focused on Public Finance Management
(PFM) and the fight against corruption on the
one hand, and human rights and democracy
on the other hand. For the period 2007-2013
approximately €1 billion in aid was allocated by
the EU to Egypt. As more than half of this amount
is channeled through Egypts treasury, using
budget support, considerable reliance is placed
on the country’s PFM.

The audit found that overall the Commission and
the European External Action Service (EEAS)
have not been able to manage EU support to
improve governance in Egypt effectively. While
partly this was due to the difficult conditions
they faced in Egypt, the report stressed that there
were shortcomings in the way the Commission
and EEAS have managed their cooperation with

Egypt.

The audit report concludes that “The main human
rights programme was largely unsuccessful.
It was slow to commence and was hindered by
the negative attitude of the Egyptian authorities.

Earlier forms of budget support involved
General Budget Support (GBS) - representing
a transfer to the national treasury in support of
a national development or reform policy and
strategy and Sectoral Budget Support (SBS) -

representing a transfer to the national treasury
in support of a sector programme policy and

The Commission and the EEAS did not use the
financial and political leverage at their disposal
to counteract this intransigence. Some elements
of the programme had to be dropped completely.
Funds through Civil Society
Organisations (CSOs) were not sufficient to make

channelled
a discernible difference.

Following the Uprising no new major initiatives
were taken to tackle key human rights issues and
the measures taken have had little impact to date.
Women’s and minorities’ rights were not given
sufficient attention in the Review which followed,
despite the critical need for urgent action to
counter the tide of growing intolerance.”

According to the report the Commission and
the EEAS failed to ensure that the Egyptian
authorities tackled major weaknesses in the PFM.
Lack of budgetary transparency, an ineffective
audit function and endemic corruption were
all examples of these undermining weaknesses.
The Commission and the EEAS did not react
to the lack of progress by taking decisive action
to ensure accountability for considerable EU
funds, which continued to be paid directly to the
Egyptian Authorities.

strategy. The recipient governments Finance
Ministry or Treasury Department administers
both these forms of budget support. Thus,
“from a technical financial perspective there is
no difference between the two, bringing in aid
fungibility”41. (see Box)
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AID FUNGIBILITY

Fungibility is where one unit of an asset can easily
be interchanged with another unit of the same
asset. If we assume the asset is money (here aid or
domestic revenue), the fungibility of aid concerns
how governments choose to allocate their domestic
resources given an allocation of foreign aid. The
problem (from a donor perspective) arises, for
instance, when a government receives aid for a
sector-specific purpose but then reallocates at
least part of its own resources that were originally
budgeted for this purpose and transfers them to
issues of higher political priority. Thus, in the worst
case, even ear-marked projects in social sectors
can indirectly co-finance clientele networks,
a repression apparatus, or even military arms
races. This potential challenge of fungibility exists
independently of whether aid is given through
projects or budget support, but is potentially more
acute with budget support.

This includes as well monitoring the recipient
country’s human rights situation through:

o political reporting from the Heads of the EU
Delegation (and/or of EU Heads of Mission
when appropriate) that includes continuous
information and assessments  of political
developments, also in terms of fundamental
values, and recommendations are formulated as
appropriate.

« ongoing political dialogue between the EU
and the partner country as a forum to address
concerns and challenges relating to fundamental
values, including human rights issues.

o the EU Human Rights country strategies as
tools representing comprehensive assessments
covering the principles defined in Article 21,

The new EU Budget Support
approach alters the forms of
budget support and the conditions
associated with such.

It offers:

“l.  Good  Governance and
Development Contracts (GGDC)
to provide support to a national
development or reform policy and
strategy in promotion of human
rights and democracy and to reflect
commitment to the fundamental
values of human rights, democracy
and rule of law. As stated in the
Budget Support Guidelines#2, the
discussions of the Budget Support
Steering Committee43 and the
Budget Support dialogue will
address all issues related to Budget
support operations.

and also identifying the activities envisaged
to attain the objectives. They take into
account, and link to, the Universal Periodic
Reviews undertaken in the United Nations
context.

Based on the outcomes of EC monitoring, the
following country situations can be related,
as illustrated in the folowing chart#4.



Mostly stable
or positively
progressing
situation

Continue to deploy activities planned with GGDC including its
disbursements, make minor modifications or adaptations to better
provide for promoting fundamental values.

Some concerns
arising, but an
overall respect of
fundamental values
is nevertheless still
observed.

The Commission (Geographic Director), following the advice of the
EU Head of Delegation, EEAS and the Regional Budget Support teams
may propose mitigation measures, changes to activities and approach
to follow in relation to disbursements, to the Budget Support Steering
Committee.

DEVCO and the EU Delegation then undertake the necessary
financial or contractual adjustments or measures, as appropriate.

Significant
deterioration of
fundamental values.

The EEAS and the EU Delegation, with support from the Budget Sup-
port regional teams, will provide a report, including an analysis of the
political impact on the budget support operations and their recommen-
dations for action to the Geographic Director, who then refers this BS
programme, with his recommendation, to the Budget Support Steering
Committee for decision.

The Budget Support Steering Committee will then decide on
the re-orientation of the planned budget support aid towards other
delivery modalities, and/or the adoption, of precautionary measures.

The Development or Neighbourhood Commissioners, and the HR/VP
will be consulted, as appropriate.

Extreme cases

Overall cooperation needs to be suspended, appropriate measures are
decided by the EU institutions, which can include a reallocation of funds
to non-governmental channels.

2. Sector Reform Contracts (SRC) will ensure
provision of budget support to address sector
reformsand improve service delivery. According
to the Guidelines, the improvement is through
ensuring both accessibility (equitable access)
and quality of the service delivery particularly
to the poor and promotion of gender equality
and children’s rights. Whereas GGDC requires
a precondition of positive assessment of
countries’ adherence to fundamental values,
the SRC does not require any precondition,
yet once the sectors supported are related to
fundamental values, like the justice sector (in
relevance to rule of law, human rights, etc), the

Guidelines states that “particular care” is taken.

3. State Building Contracts (SBC) to provide budget
support in fragile and transition situations. They
remain unique, not combined with GGDCand SRC
but rather should prepare the ground for GGDC or
SRCs by supporting the formulation of national/
sector development policies, consolidating the
macroeconomic framework. Moreover, whereas
the former two forms, namely GGDC and SRCs,
cover a period of three to six years, the SBCs are
designed to include one to two year commitments,
and are more targeted.

25
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PROPOSED BUDGET FOR ENI

The new ‘budget Support’ approach has several
features that need further monitoring during its
implementation. These include:

1. The budget support based on the aid
effectiveness agenda and commitments set
out in the Monterrey Consensus (2002), the
European Consensus on Development (2005),
the Paris Declaration on Aid Effectiveness
(2005), and the Accra Agenda for Action
(2008). However, the same neighbouring
countries still are not part of the Paris
Declaration, and even in cases where countries
have signed on, implementation is rather
formal than genuine.

2. Issues related to fraud and corruption remain
critical as budget support is more vulnerable
to corruption and misuse than other forms
of aid. The new budget approach requires
that “partner countries need to be actively
engaged in the fight against fraud and
corruption and be equipped with appropriate
and effective mechanisms covering the whole
‘anti-fraud and corruption cycle’ (prevention,
detection, investigation and sanctioning) as
well as adequate inspections authorities and
judicial capacity”46 Although this approach
foresees the capacity development to combat
corruption?’, the absence of effective domestic
accountability mechanisms and the systemic
corruption?8 in partner countries should be
well assessed in advance.

3. The overall objective of all different forms
of budget support is eradicating poverty,
promoting sustainable and inclusive growth,
and consolidating democracies. Therefore the
implementation of economic conditionality
for budget support such as trade liberalisation
or privatisation will undermine budget
support objectives.

4. Mutual accountability, partnership and

dialogue are well underscored in the new
approach. However the limited capacities
and space at national levels for participatory
processes and policy dialogues should be
considered. Therefore, the proposed Budget
Dialogue Platform is supposed to include
all relevant stakeholders and the dialogue
is stated to be “properly documented to
help demonstrate the contribution that
budget support is making”. It is important
to underline that although documenting
of the dialogue process is important, the
systematic disclosure of information and
ensuring equal access to information,
including public and timely access of
all “properly documented® papers by all
relevant stakeholders, would provide real
added-value for the dialogue.

The EU considered the publication of
the budget as the eligibility criteria for all
forms of budget support, and considered
that it is a key component for transparency
and oversight of the budget. However, the
lack of transparency over budget spending
represents a major concern in almost all
ENP countries.

Another eligibility criteria is a stable macro-
economic framework. In this regard, the
Guideline states that “central for assessing
the stability of the macroeconomic
framework and the policy response is the
relation of the country with the IMF and
the analysis provided by this institution.
Satisfactory implementation of an IMF
financial programmeinsupportofamedium
term adjustment and reform programme
or of a Policy Support Instrument, will
generally provide a good assurance that
the macroeconomic framework is stability
oriented” However, the IMFs role in
partner countries should be well assessed



and scrutinised before considering its financial
programme’s ‘successful implementation” as a
satisfactory indicator. The IME, together with
other IFIs, was at the forefront of shaping the
Structural Adjustment Programs (SAP), which
developing countries,including Arab countries,
were compelled to adopt since the 1980s. The
SAPs usually promoted the reorientation
of macroeconomic policies to focus on
combating inflation, attracting foreign direct
investment and greater openness to trade and
capital flows, while marginalising employment
and equitable income distribution. At the same
time, all SAPs evaded democratic scrutiny
from local stakeholders (political parties,
labour unions and civil society groups) in host
countries, therefore undermining the basic
principles of democracy and participation.®?

Although the new governance structure for EU

budget support>0 has positive aspects to ensure

policy coherence and a coordinated approach,
the lack of genuine participation of civil society
in the overall approach has yet to be tackled.
Therefore the ENI decision-making structure
should enable genuine public participation
through>L:

« Routine access for CSOs to relevant
documentation and final agreements in the
country, and in the national language;

+ Increased public participation in setting
priorities;

o The participation of NGO representatives in
joint Monitoring/Steering committees — these
need to be selected by the NGO community;

« The results of monitoring and evaluation should
be open to the public without reservation
to highlight existing shortcomings within
institutional, legal and political frameworks to
ensure increased responsibility and operational
effectiveness.
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CHAPTER IIl — THE ROLE OF INTERNATIONAL

FINANGIAL INSTITUTIONS

WHAT CAN THE READER LEARN

FROM THIS CHAPTER?

* INTRODUCTION TO THE EBRD AND THE EIB

e THE ROLE OF THE IFIS IN THE
IMPLEMENTATION OF ENPI/ENI

e KEY CHALLENGES ON EBRD/EIB INCLUDING
TRANSPARENCY, MONITORING, IMPACTS TO
DEVELOPMENT LEVELS

« EBRD AND EUROPEAN PARLIAMENT

« EIB EXTERNAL MANDATE: OLD AND NEW

Introduction

The potential impact of the EU funds on the
neighbouring area is arranged through different
regulations. These explain too how EU financial
assistance can be used through the European
Investment Bank and the European Bank for
Reconstruction and Development.

Indeed, there are a number of ways in which the
EU funds may be used by regional development
banks, bilateral institutions and the EU’
‘house bank’ — the - EIB - to operate in the
neighbourhood area. For instance, the EU budget
guarantee can be used for EIB operations outside
the EU, including the neighbouring area, in the
form of loans, equities and shares from ENI
funds to financial institutions, as well as grants
through the so-called EU blending mechanism
(explained more in the following sections).

HOW TO USE THIS CHAPTER?

« TOBUILD CAPACITY ON EBRD/EIB

e TOCRITICALLY ASSESS THE ROLE GIVEN TO
THE BANKS IN IMPLEMENTATION

o TO ASSESS BLENDING MECHANISM

* TO ADVOCATE FOR HUMAN RIGHTS-BASED
APPROACH TO THE BANKS

With regard to the regulations, initially the ENPI
regulation (EC) No 1638/2006 of the European
Parliament and of the Council reaffirms that
Community assistance under the instrument
may also be used “for contributions to the EIB
or other financial intermediaries, in accordance
with Article 23, for loan financing, equity

investments, guarantee funds or investment
funds”.

In addition, in 2008 the EC officially launched
the Neighbourhood Investment Facility (NIF) in
order to provide Community and member states
with grant support for lending operations carried
out by European multilateral and bilateral
development finance institutions in ENP partner
countries.



The draft regulation establishing common rules
and procedures for the implementation of the
Union’s instruments for external action>2 2014-
2020, clarifies that Union financial assistance
may be provided through the following types of
financing, including: “(a) grants; (b) procurement
contracts for services, supplies or works; (c)
budget support; (d) contributions to trust
funds set up by the Commission; (e) financial
instruments such as loans, guarantees, equity or
quasi-equity, investments or participations, and
risk-sharinginstruments, possibly combined with
grants; (f) shareholdings or equity participations
in international financial institutions, including
regional development banks.”

In addition, it may be also provided “ through

contributions to international, regional or
national funds, such as those established or
managed by the European Investment Bank,
international organisations, Member States or by
partner countries and regions, for attracting joint
financing from a number of donors, or to funds
set up by one or more donors for the purpose of
the joint implementation of projects.”

Actually this means that after approval of the draft
regulations, not only would the EIB be eligible to
receive the funds under ENI, but so also would
regional development banks such as the EBRD,
as well as member states’ bilateral development
financial agencies like KfW (Germany), AFD
(France) and others.
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CASE STUDY: TBILISI 