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The NIF and the ENP

The European Neighbourhood Policy (ENP) was developed in 2004 with the objective of avoiding
the emergence of new dividing lines between the enlarged EU and its neighbours and instead
strengthening the prosperity, stability and security of all concerned. The premise of the ENP is
that the EU has a vital interest in seeing greater economic development and better governance
in its neighbourhood. Spreading peace and prosperity across the borders of the EU prevents
artificial divisions and creates benefits for the ENP partners and the EU alike.

The NIF is one of the tools introduced in the framework of the ENP to strengthen EU support to
the economic development of its neighbours. Private investment flows to most countries of the
neighbourhood region remain insufficient compared to global needs. The capacity to finance
crucial infrastructure is also insufficient in neighbourhood countries. The NIF aims at maximis-
ing the impact of EU funding, in particular lending provided by European Finance Institutions
to critical infrastructures and SMEs. Implemented by the EuropeAid Co-operation Office and
financed through the interregional programme, the NIF is available to the south and eastern
neighbours since 2008.
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I\IIF ,
what is the NIF?

Officially launched in May 2008, the Neighbourhood Investment Facility (NIF) is an
innovative financial instrument of the European Neighbourhood Policy (ENP), whose
primary objective is to finance with a mix of grants and loans key infrastructure projects
in the transport, energy, social and environment sectors, as well as to support private
sector development (in particular SMEs) in the neighbourhood region.

GEOGRAPHICAL SCOPE

Projects receiving a grant contribution from the NIF must be located in an ENP partner country
which has signed an Action Plan with the EU. However, on a case-by-case basis, taking into
account regional or specific circumstances, other countries may also benefit from NIF interventions.

SECTOR PRIORITIES

Projects:

e establishing better energy and transport infrastructure interconnections between the EU and
neighbouring countries and among neighbouring countries themselves;

e addressing threats to the environment, including climate change;

e promoting equitable socio-economic development and job creation through the support for
small and medium-sized enterprises and the social sector.

Financing and implementing large infrastructure projects requires considerable financial resources.
The NIF is aimed at creating a ‘partnership’, pooling together grant resources from the European
Commission and the EU Member States and using them to leverage loans from European
Finance Institutions as well as own contributions from the ENP partner countries. Accordingly,
to receive a grant contribution from the NIF, a project must be financed by an eligible European
Finance Institution.

Eligible European Finance Institutions

e Multilateral European Finance Institutions: presently, European Investment Bank (EIB), European
Bank for Reconstruction and Development (EBRD), Council of Europe Development Bank (CEB)
and Nordic Investment Bank (NIB) and;

e European bilateral development finance institutions from one of the Member States: presently,
Agence Francaise de Développement (AFD), KW Entwicklungsbank (KfW), Oesterreichische
Entwicklungsbank AG (OeEB), Societa Italiana per le Imprese all'Estero (SIMEST), and Sociedade
para o Financiamento do Desenvolvimento (SOFID).
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