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Invest Europe Response

InvestEU Interim Evaluation

As representatives of the venture industry as a whole, we are no strangers to the role public financing
can play in correcting negative externalities and helping infant businesses grow to global champions.
EU aid has long sustained the growth of venture and growth-backed businesses, either by directly
supporting these businesses - in the forms of grants to national businesses or indirectly by committing
equity capital to funds through EU or national sources.

EIF operating conditions

Thanks to the support of Invest EU, the European investment Bank (EIB), and its equity arm, the
European Investment Fund (EIF), have played a key role in financing innovation across the continent
by acting as investors in venture capital and growth funds. From our perspective, the interim review
should hence focus on maximising the role of the EIF as a public “fund-of-fund” that invests in growing
venture and growth funds across Europe.

While the relationship between the EIF and venture funds has been largely virtuous, it is unfortunately
increasingly hindered by the policy framework and funding constraints under which the EIF operates.
There is a mounting concern in the market, that EIF is disengaging from ongoing investments due to
these constraints.

EIF have over the last 2 decades been instrumental in creating a healthy VC infrastructure in Europe.
Putting this at risk at a crucial time is profoundly counterproductive.

In our view, it is time to find ways to simplify the way the support is granted from an operational
perspective. Launching an assessment of the efficiency/effectiveness of the EIB/EIF vehicles
mandates will help determine the areas where improvements can be made.

Policy priorities

Undoubtedly, more needs to be done to develop specific market segments, such as the scale up
market segment where Europe lags behind. This is especially vital in light of increasing international
competition - namely the US Inflation Reduction Act.

However, an adequate continuous support of VC funds in the market segments below 1 billion EUR
fund size is required. Indeed, the absence of such support would merely result in a dislocation of the
funding gap in the scale up market segment to earlier funding stages.

EIF’s increasing focus on priority policy objectives through a thematic investment approach must be
aligned with market realities in order to avoid that a too narrow definition of eligible investment
strategies for target funds makes EIF’s intervention counter-catalytic in the funds’ fundraising
process.

Moreover, the reclassification of EIF’s commitment to funds under the category of public sector
investor (as opposed to being counted as market-oriented investor in the past) reduces significantly
its catalytic effect in the market and voids its complementary effect next to the involvement of other
national public sector investors.
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Type of aid

Finally, in the context of the US Inflation Reduction Act, the Commission should launch a debate on
the actual efficiency of state aid designed to support capital expenditures as opposed to aid designed
to cover operating costs. The inability of the Union to finance tax breaks may reveal itself detrimental
to the block in the long run, especially now that the United States are taking similar action to support
its businesses developing green technologies.

From our experience, the more sectors have innately higher risk and returns that only come after
long periods of time, the more appropriate tax breaks and other types of “opex” support will be. This
should be reflected in the way aid is granted in the future at European level.

As an industry, we stand at the disposal of EU policymakers to share with them data and intelligence
on sectors our members are investing in to foster any upcoming debates on the move towards more
federalised EU funding and a more “opex” approach to EU aid.



