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Chapter Storyline

• Public Investment experienced a prolonged contractionary phase over the past 
decade.

• Fiscal consolidation pressure was a the core of the decline

• Infrastructure investment was disproportionately affected by the decline in public 
investment

• Saturation cannot ‘rationalize’ the decline; instead we see substantial investment 
gaps

• In addition to more spending, sound project selection, preparation and 
implementation are key to addressing these gaps.
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Public investment in the EU continues to be 
below its long term average
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Source: AMECO.

Note: This chart reports Gross Fixed Capital Formation of the General Government as % of GDP. Vertical 

black lines report the range of values observed in 1995-2018. Thresholds for ‘in line’ with long-term 

average: +/- 0.25% from average. Data are missing for Croatia in 1995-2000. 

Public Investment in 2018 by Member State (1995-2018)
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Public investment declined the most where 
fiscal pressure was highest
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Source: AMECO.

Note: This chart reports Gross Fixed Capital Formation of the General Government as % of GDP. Vertical 

black lines report the range of values observed in 1995-2018. Thresholds for ‘in line’ with long-term 

average: +/- 0.25% from average. Data are missing for Croatia in 1995-2000. 
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Fiscal pressure ‘reduced size of the spending 
capacity’ and often came with re-prioritisiation of 
expenditure types 
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Source: AMECO.

Note: This chart reports the changes in public expenditure composition from a long-term average (1995-

2017) to 2018 by expenditure category. The sum of the components equals zero. Capital expenditure 

includes Gross Fixed Capital Formation, capital transfers paid and other capital expenditures.  

Change in public expenditure composition (2018 versus 1995-2017 average)
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Infrastructure investment declined markedly 
in recent years
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Source: Eurostat, Projectware, EPEC.
Note: Based on EIB Infrastructure Database. Data are missing for Belgium, Croatia, Lithuania, Poland, and Romania. 

Infrastructure investment by promoter
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The government component being the main 
driver of the decline
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Source: Eurostat, Projectware, EPEC.
Note: Based on EIB Infrastructure Database. Data are missing for Belgium, Croatia, Lithuania, Poland, and Romania. 
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Government infrastructure investment 
declined more than public investment overall
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-35% vs 15% in 
public investment

Source: Eurostat, Projectware, EPEC.
Note: Based on EIB Infrastructure Database. Data are missing for Belgium, Croatia, Lithuania, Poland, and Romania. 
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Government infrastructure investment is sub-
component of public investment
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Infrastructure investment lends itself more 
easily to cuts because of its ‘bulky’ nature
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Source: Eurostat, Projectware, EPEC.
Note: Based on EIB Infrastructure Database. Data are missing for Belgium, Croatia, Lithuania, Poland, and Romania. 
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The fall has nothing to do with ‘saturation’
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3 Arguments:

• When asked: 1/3 
municipalities confirm 
that investment was 
‘below needs’

• Infrastructure fell the 
most in regions which 
reported poor quality 
to start with

• Large positive spill-
over effects from new 
construction continue 
to exist Source: EIB Municipality Survey.

Perceived underinvestment



Instead, weak investment has led to investment gaps
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A bottom up estimation suggests additional annual investment need of 155bn (which corresponds 
to an increase of current infrastructure investment levels by 70%

Annual Infrastructure Investment Gaps for EU 27

EUR bn % of GDP % of GFCF

ICT 50 0.38 1.86

Energy 17 0.13 0.63

Water and Waste 7 0.05 0.26

Socia l  and affordable hous ing 6 0.05 0.22

Education 8 0.06 0.30

Health 17 0.13 0.63

Mobi l i ty 50 0 2

Total 155 1.19 5.77

Note: GDP and Gross Fixed Capital Formation (GFCF) refer to 2017. All numbers refer to EU27, excluding the UK.
Source: EIB estimates.
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Funding Matters

Barriers to Infrastructure Investment

18

Source: EIB Municipality Survey
Question: To what extent is each of the following an obstacle to the implementation of your infrastructure investment activities? Is a major obstacle, a minor obstacle or not an obstacle 
at all? 

70% of municipalities report 
either government balance or 
debt ceiling as major constraint



And so does infrastructure governance
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Source: EIB Municipality Survey



Policy Conclusions

• While the fiscal stance continues to improve, we see little reversal of the 
‘investment’ crunch by the government sector. This merits attention.

• Reforms may be in order to discourage similar cuts in government investment in 
times of crisis going forward.

• Addressing infrastructure gaps, in particular, in disadvantaged regions requires a 
mix of complementary policies, including Lending, Blending and Technical 
Advisory. To ensure funds are used effectively, sound project selection, 
preparation and implementation are key.
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