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Macro-financial assistance to Moldova
Amid persistent political and economic turmoil in Moldova, the European Parliament is expected to
vote in July on the Commission's proposal for macro-financial assistance to the country, which aims
to ease the immediate pressure on Moldova's public finances and stabilise its economy.

Background
With some 3.6 million inhabitants, Moldova – the poorest country in Europe with per capita GDP of €1 700 –
finds itself in a delicate recovery process following two years of persistent political and economic instability.
The country entered economic recession in 2014, when the biggest-known banking scandal in Moldovan
history and the subsequent suspension of financial support from the EU and the International Monetary Fund
(IMF) aggravated the already dire economic situation. Moreover, the (geo-)political divisions in the country
have deepened after Igor Dodon, pro-Kremlin leader of the opposition Party of Socialists, was elected
president in November 2016. Dodon's efforts to soften ties with Moscow (which have been tense since the
pro-Kremlin enclave Transnistria declared sovereignty in 1990) openly counter the policies of the fragile pro-
EU government. Corruption and bad governance have eroded public trust in the political elite in Moldova,
resulting in recurring waves of public protests. Most recently, in June 2017, thousands of people demonstrated
both for and against proposed changes to the electoral system, including expanded presidential powers,
criticised by international human rights organisations such as the Council of Europe's Venice Commission.

European Commission proposal
Moldova joined the Eastern Partnership (EaP) with the EU in 2009. The EU-Moldova Association Agreement,
including the Deep and Comprehensive Free Trade Area (DCFTA), was signed in 2014 and has been in full effect
since July 2016. The EU is Moldova's key trade partner, with a 63 % share of the country's exports. Despite the
on-going instability, progress has been made on implementation of the reform agenda. In late 2016, the EU
resumed its budgetary support, and the IMF approved a new €160 million programme. On 19 April 2017 (two
weeks after the EU and the European Bank for Reconstruction and Development launched the first credit line
for small and medium-sized enterprises under the DCFTA) the Russian-led Eurasian Economic Union decided
to grant Moldova observer status, signifying Dodon's 'trial of strength' with the country's pro-EU government.
On 13 January 2017, the Commission proposed a macro-financial assistance (MFA) programme of up to
€100 million for Moldova. On 15 June 2017, Coreper endorsed a 6 June agreement in trilogue between the
Maltese Presidency and the European Parliament, under which €60 million will go to loans and €40 million in
the form of grants. This will supplement resources from the IMF and other multilateral institutions, aiming to
support Moldova's economic stabilisation and structural reform agenda.

European Parliament position
On 4 May 2017, the Committee on International Trade (INTA) adopted a report on the proposal. The June
compromise text, endorsed by INTA, is due to be voted in the July plenary session. Moldova is a priority country
for the European Parliament's democracy support/capacity-building activities within the EaP. Over the years,
Parliament has intensified ties with Moldova's parliament through the EU-Moldova Parliamentary Association
Committee and the Euronest Parliamentary Assembly, currently co-chaired by Moldovan MP, Marian Lupu. In a
May 2017 plenary debate, MEPs voiced concern over Moldova's lack of reforms, the dire situation of the media
and rule of law as well as the proposed changes to the electoral law.
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