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Member States with Excessive 
Macroeconomic Imbalances 
This note provides an overview of the surveillance of the three Member States that have been assessed as 
experiencing excessive macroeconomic imbalances in the context of the 2019 European Semester cycle and 
according to the Macroeconomic Imbalance Procedure (MIP). Separate notes describe the state of play of the MIP 
implementation and the MIP procedure.  

Introduction

In the context of the 2019 European Semester, the European Commission identified in November 2018 
thirteen Member States that were at risk of experiencing macroeconomic imbalances. In March 2019, the 
Commission concluded that ten of these Member States are experiencing “macroeconomic imbalances”, 
and three Member States are in a situation of "excessive macroeconomic imbalances": Italy, Cyprus and 
Greece.  

Table 1 below shows that: 

• Italy is in a situation of excessive macroeconomic imbalances since 2014; 

• Cyprus is experiencing excessive macroeconomic imbalances since 2016, when it exited its macro-
economic adjustment programme under financial assistance; 

• Greece was added to the countries experiencing excessive macroeconomic imbalances in 2019. In 
previous years, it was not subject to the Macroeconomic Imbalance procedure, as it was under an 
economic adjustment programme until August 2018. 

Since the introduction of the MIP, the following Member States were also assessed to have excessive 
macroeconomic imbalances, but exited this category after a reduction in their imbalances: Spain (in 2013), 
Slovenia (in 2014); Bulgaria, France and Portugal (in 2017) and Croatia (in 2018). 

Table 1: Member States experiencing excessive macroeconomic imbalances, 2012-2019 

2012 2013 2014 2015 2016 2017 2018 2019 

- ES HR BG BG BG HR IT 

 SI IT FR FR FR IT CY 

  SI HR HR HR CY EL 

   IT IT IT   

   PT PT PT   

    CY CY   

 Source: EGOV based on European Commission assessments. 
  

http://www.europarl.europa.eu/RegData/etudes/IDAN/2016/497739/IPOL_IDA(2016)497739_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/IDAN/2016/497739/IPOL_IDA(2016)497739_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/note/join/2014/497768/IPOL-ECON_NT(2014)497768_EN.pdf
https://ec.europa.eu/info/sites/info/files/file_import/2019-european-semester-communication-country-reports_en_0.pdf
https://ec.europa.eu/info/publications/2019-european-semester-country-reports_en
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For all countries that the Commission considers at risk of macro-economic imbalances based on the so-
called MIP-scoreboard, the Commission publishes so-called “in-depth-review” (as part of the “Country 
reports”) that aim at establishing whether macroeconomic imbalances exist or not, including possible spill-
overs to other Member States. The Country reports also include an assessment of the implementation of the 
policy recommendation adopted in the previous Semester cycle(s). 

In May 2019, the Council agreed with the Commission’s view that excessive macroeconomic imbalances 
exist in Italy, Cyprus and Greece. It reiterated that “the MIP should be used to its full potential and in a consistent 
way, ensuring Member States’ ownership of the procedure, including the activation of the excessive imbalance 
procedure where found appropriate by the Commission and the Council.” Furthermore, the Council 
reemphasized “that whenever the Commission concludes that a Member State is experiencing excessive 
imbalances, but does not propose to the Council the opening of the excessive imbalance procedure, it should 
clearly and publicly explain its reasons.”   

Since the MIP implementation in 2012, the Commission has not opened a procedure for excessive 
macroeconomic imbalances for any country. Nevertheless, States with macroeconomic imbalances are 
subject to so-called “specific monitoring”, which is a form of “intensified dialogue between the European 
Commission and national authorities that aims to help EU countries address macroeconomic imbalances that 
could negatively affect their own economic stability or that of the euro area or the EU”. This specific monitoring 
is adapted to the scope of the challenges and the severity of the imbalances.  

Based on the Country reports and on the assessment of the National Reform Programmes, the Commission 
proposes to the Council the so-called Country Specific Recommendations (CSRs), as part of the annual 
Semester Cycle. If a Member State is experiencing macroeconomic imbalances (excessive or not), CSRs may 
be underpinned1 by the preventive arm of the MIP (hence “MIP-CSRs”). Since 2015, the MIP underpinned 
most of the CSRs addressed to the Member States experiencing excessive imbalances. The recitals of the 
CSRs provide also a summary of the main issues analysed by the Commission and the reasoning for the 
recommendations. Table 2 shows the progress made by Italy and Cyprus as regards the implementation of 
the 2018 MIP-CSRs2: it can be noted that both countries implemented the 2018 MIP-CSRs to a very limited 
extent. The latest CSRs were adopted by the Council in July 2019 and the Commission assessments will be 
availabe in early 2020. 

Table 2: Commission's assessment of the implementation of 2018 CSRs for Member States with 
excessive imbalances  

Member State Joint SGP and MIP legal base MIP legal base 

IT CSR1 CSR2 CSR3 CSR4  

CY CSR1 CSR2 CSR3 CSR4 CSR5 

Source: EGOV based on European Commission assessments (March 2019).   
Notes: The assessment grid of CSRs implementation is as follows: full/substantial progress, some progress and limited/no 
progress. Greece was not involved in the 2018 European Semester, as it was under a financial assistance programme. 

The remaining part of this document presents, for each country assessed as experiencing macro-economic 
imbalances: 
• a summary of the specific imbalances identified by the Commission,  
• an overview of the MIP-CSRs and the Commission assessment of their implementation; 
• selected information on the “specific monitoring” activities performed by the Commission; 
• the CSRs adopted by the Council in July 2019, underpinned by MIP3. 

Annex 1 to this note presents the MIP scoreboard that launched the 2019 MIP round (with data referring to 
2017) for the relevant Member States.  

                                                                 
1 See also EGOV note on “The legal nature of Country Specific Recommendations”. 
2 See also the EGOV note on “Implementation of CSRs under MIP - March 2019” 
3 All the MIP-based CSRs adopted by the Council over years and addressed to Member States, together with the assessment of their implementation, 
are available at the EGOV CSRs online database. 

https://ec.europa.eu/info/publications/2019-european-semester-country-reports_en
https://ec.europa.eu/info/publications/2019-european-semester-country-reports_en
https://data.consilium.europa.eu/doc/document/ST-9021-2019-INIT/en/pdf
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/macroeconomic-imbalance-procedure/specific-monitoring_en
https://www.consilium.europa.eu/en/press/press-releases/2019/07/09/economic-employment-and-fiscal-policies-2019-country-specific-recommendations/?utm_source=dsms-auto&utm_medium=email&utm_campaign=Economic%2c+employment+and+fiscal+policies%3a+2019+country-specific+recommendations
https://www.europarl.europa.eu/RegData/etudes/ATAG/2014/528767/IPOL_ATA(2014)528767_EN.pdf
https://www.europarl.europa.eu/RegData/etudes/ATAG/2015/542650/IPOL_ATA(2015)542650_EN.pdf
http://www.europarl.europa.eu/cmsdata/186705/CSR%20database_v76_FINAL-original.xlsm
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Greece 

In July 2018, the Commission decided to activate the “enhanced surveillance” for Greece. Enhanced 
surveillance is a tool defined in Regulation 472/20134 and was adapted to Greece after the conclusion of the 
ESM stability support programme, in August 2018.  

In parallel, Greece was fully integrated into the European Semester. According to the Commission, “Synergies 
between the enhanced surveillance and European Semester processes will be maximised so as to ensure 
coherence and avoid undue burdens on the administration”. Monitoring is undertaken by the Commission, in 
liaison with the ECB, and where appropriate, with the IMF. The ESM also participates in the context of its 
Early Warning System. Enhanced surveillance provides for quarterly reports, which are the basis for the 
activation of policy-contingent debt measures agreed in the Eurogroup meeting of June 2018. 

Greece was under Excessive Deficit Procedure from 2009 until 2017. It is currently in the preventive arm of 
the Stability and Growth Pact (SGP) and subject to the transitional debt rule. Greece is expected to ensure 
compliance with the primary surplus target set by the Council in 20175 of 3.5 % of gross domestic product 
(GDP) for 2018 and over the medium term. 

The MIP scoreboard of November 2018 (with data referring to 2017) showed four indicators beyond the 
warning threshold (see Annex 1): 

• the Net International Investment Position, at -142.5% of GDP; 

• the Exports Market Share, which declined by 10 percentage points from 2012 to 2017; 

• the Public debt-to-GDP ratio at 176.1% and  

• the Unemployment rate (at 23.3%).  

On the basis of the Country report published in February 2019, the Commission concluded that Greece is 
experiencing excessive imbalances. Vulnerabilities are linked “to high government indebtedness, the 
negative external position, the high share of non-performing loans, incomplete external rebalancing, in a 
context of high, although declining, unemployment.”  

In April 2018, Greece submitted its Stability Programme and its 2019 National Reform Programme. 

In July 2019, the Council adopted the following MIP recommendations for Greece:  

CSR 1. Achieve a sustainable economic recovery and tackle the excessive macroeconomic imbalances by 
continuing and completing reforms in line with the post-programme commitments given at the Eurogroup 
of 22 June 2018. 

CSR 2. Focus investment-related economic policy on sustainable transport and logistics, environmental 
protection, energy efficiency, renewable energy and interconnection projects, digital technologies, R&D, 
education, skills, employability, health, and the renewal of urban areas, taking into account regional disparities 
and the need to ensure social inclusion. 

  

                                                                 
4 Regulation (EU) No 472/2013 of the European Parliament and of the Council of 21 May 2013 on the strengthening of economic and budgetary 
surveillance of Member States in the euro area experiencing or threatened with serious difficulties with respect to their financial stability. 
5 Council Implementing Decision (EU) 2017/1226 of 30 June 2017, amending the Implementing Decision (EU) 2016/544 approving the 
macroeconomic adjustment programme of Greece (2015/1411) (OJ L 174/2017). 

https://ec.europa.eu/info/sites/info/files/economy-finance/2_en_act_part1_v7_adopted.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R0472&qid=1571319846409&from=EN
https://www.esm.europa.eu/assistance/greece
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-financial-assistance/which-eu-countries-have-received-assistance/financial-assistance-greece_en
https://www.esm.europa.eu/sites/default/files/2014-04-02_faq_ews_archived.pdf
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-financial-assistance/which-eu-countries-have-received-assistance/financial-assistance-greece_en
https://www.consilium.europa.eu/en/meetings/eurogroup/2018/06/21/
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/stability-and-growth-pact/corrective-arm-excessive-deficit-procedure/closed-excessive-deficit-procedures/greece_en
https://ec.europa.eu/info/sites/info/files/file_import/2019-european-semester-country-report-greece_en.pdf
https://ec.europa.eu/info/sites/info/files/2019-european-semester-stability-programme-greece_en.pdf
https://ec.europa.eu/info/sites/info/files/2019-european-semester-national-reform-programme-greece_en.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32019H0905(08)&qid=1571317391057&from=EN
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Italy 

Italy has been experiencing excessive macroeconomic imbalances since 2014.  

Italy was under Excessive Deficit Procedure from 2009 to 2013. Under the preventive arm of the SGP Italy 
has not yet reached its MTO and is subject to the debt rule. Since 2015, every year the Commission has 
addressed to Italy reports - under art. 126(3) of the Treaty - that analyse the compliance with the debt rule.    

In November 2018, the MIP scoreboard (see Annex 1) showed two indicators with values above the 
threshold: Public debt (at 131.2% of GDP) and Unemployment rate (at 11.6%). 

In the context of specific monitoring, the Commission published the “Review of progress on policy 
measures relevant for the correction of macroeconomic imbalances” for Italy in December 2018 (previous 
analogous reports were published in November 2014, February 2015, December 2015, December 2016 and 
December 2017). The Commission concluded that “Overall, Italy's reform momentum has stalled in 2018. The 
fiscal expansion planned by the government does not include effective measures to lift Italy's sluggish potential 
growth and, in particular, to close the persistent productivity gap vis-à-vis the EU average. Some of the envisaged 
measures in the 2019 budget reverse elements of previous important reforms, in particular in the area of pensions, 
which can threaten the long term sustainability of public finances”.   

The Commission published in March 2019 its latest Country report for Italy, which included the in-depth 
review of macroeconomic imbalances. The report presented the developments and the policy initiatives 
undertaken for the correction of the imbalances identified in the cycle of the Semester, and targeted by the 
2018 country specific recommendations.  

The Commission concluded that Italy is experiencing excessive macroeconomic imbalances: “high 
government debt and protracted weak productivity dynamics imply risks with cross-border relevance, in a 
context of still high level of non-performing loans and high unemployment. The government debt ratio is 
not expected to decline in the coming years, as the weak macroeconomic outlook and the government's current 
fiscal plans, though less expansionary than its initial plans for 2019, will entail a deterioration of the primary 
surplus. Cost competitiveness is stable, but weak productivity growth persists. This is rooted in long-standing 
issues with the functioning of labour, capital and product markets, compounded by weaknesses in the public 
administration and justice system, which drags down potential GDP growth. The stock of non-performing loans 
has continued to decline significantly, but maintaining the pace of reduction of non-performing loan could prove 
challenging given market conditions. Higher sovereign yields compared to the levels of early 2018 are affecting 
banks' funding costs and capital buffers, weighing on lending to the rest of the economy and on GDP growth. 
Despite some progress in banks’ balance sheet repair, insolvency reforms and active labour market policies, the 
reform momentum broadly stalled in 2018. The 2019 budget includes policy measures that reverse 
elements of previous important reforms, in particular in the area of pensions, and does not include effective 
measures to increase potential growth.” 

The latest Country report includes also an “Outward spill-over heat matrix” that shows the strong trade and 
financial links to the Euro area. Italy accounts for 16% of euro area GDP. Therefore, it remains a major source 
of trade and financial spillovers, as exports of goods and services to the rest of the euro area correspond to 
13 % of Italy’s GDP. Italy is also an important export market for a number of euro area countries. Furthermore, 
Italy's economy maintains strong financial linkages to other euro area countries. 

Table 3 below synthetizes the policy areas addressed by the MIP-CSRs from 2014 to 2018 and the annual 
assessment of their implementation and Table 4 shows the “outward spill-over heat matrix”. 

 
  

https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/stability-and-growth-pact/corrective-arm-excessive-deficit-procedure/closed-excessive-deficit-procedures/italy_en
https://www.europarl.europa.eu/RegData/etudes/IDAN/2018/497746/IPOL_IDA(2018)497746_EN.pdf
https://ec.europa.eu/info/sites/info/files/economy-finance/it_sm_report_december_2018.pdf
https://ec.europa.eu/info/sites/info/files/economy-finance/it_sm_report_december_2018.pdf
https://ec.europa.eu/info/sites/info/files/file_import/2019-european-semester-country-report-italy_en.pdf
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Table 3: Implementation of 2014, 2015, 2016, 2017 and 2018 MIP related CSRs for Italy 

2014 2015 2016 2017 2018 

CSR Policy 
area Progress CSR Policy 

area Progress CSR Policy 
area Progress CSR Policy 

area Progress CSR Policy 
area Progress 

1 Fiscal 
policy Limited 1 Fiscal 

policy Limited 1 Fiscal 
policy Some 1 Fiscal 

policy Some 1 Fiscal 
policy Limited 

2 Tax system Some 2 

Transport 
sector 

and 
managem
ent of EU 

funds 

Some 2 

PA, public 
companie
s and civil 

justice 

Limited 2 

Civil 
justice, 

corruptio
n, 

competiti
on 

Some 2 

Civil 
justice, 

corruptio
n, 

competiti
on 

Limited 

3 PA and civil 
justice Limited 3 

PA and 
civil 

justice 
Some 3 

NPL, 
insolvenc

y and 
debt 

collection 
framewor

ks 

Limited 3 
NPL, 

insolvenc
y law 

Some 3 
NPL, 

insolvenc
y law 

Some 

4 
Banking 

sector and 
NPL 

Some 4 
Banking 
sector 

and NPL 

Substanti
al 4 

Labour 
market 
policies 

and social 
system 

Some 4 

Labour 
market 

and social 
spending 

Limited 4 

Labour 
market 

policies, 
education 

Limited 

5 

Labour 
market and 

social 
protection 

system 

Some 5 

Labour 
market 

and 
education 

Substanti
al 5 

Business 
environm
ent and 

competiti
on 

Limited       

6 

Education 
and 

research Some 6 

Business 
environm

ent Limited          

7 

Business 
environme

nt Limited             

8 
Transport 

and energy Limited             

Sources: EGOV elaboration based on the CSRs adopted by the Council and COM Country Reports.  
Note: SOE = State Owned Enterprises. PA = Public Administration. 
 

Table 4: Outward spill-over heat matrix 

 
Source: Country report 2019, Italy. 
  

Outward spill-over heat map for Italy

AT BE BG HR CY CZ DK EE FI FR DE EL HU IE IT LV LT LU MT NL PL PT RO SK SI ES SE UK
Imports 3,1 4,7 6 4 1,1 4,1 1 0,8 0,7 1,8 2,2 2,3 4,6 3,1 0,8 2 11,8 6,1 3,3 2,4 1,2 4,6 4,8 8,8 2,1 1 0,8
Imports (in value added) 2,1 1,7 2,9 3,9 2,5 2,1 1,2 1,3 0,9 1,8 1,8 2,1 2,4 1,1 1,5 1,5 2,2 5,6 1,1 2,0 1,5 2,8 2,0 5,5 1,6 1,0 1,1
Financial liabilities 9,9 12,1 0,6 0,6 4,7 1,3 2,7 1,2 3,4 19,3 9,3 6,5 1,3 67,1 0,7 0,2 579,1 15,7 20,4 0,3 13,5 0,2 2,6 6,3 12,6 1,3 9,8
Financial assets 12,1 6,2 2,7 3,5 2,4 0,8 1,6 0,6 2,9 11,8 4,0 1,8 1,9 38,0 0,8 0,5 906,0 8,6 23,5 0,6 4,4 3,8 5,6 3,1 8,4 2,6 5,5
Liabilities (to banks) 1,1 0,9 0 11,3 2,3 0,5 0,4 3,6 2,5 4,9 0,1 1
Bank claims 17,5 1,2 44,5 4,6 13,1 0,7 0,6 0,8 2,2 5 1,5 9,5 3,1 1 0,7 44,8 2 1 1,5 20,3 10,2 4,6 0,3 1,7

EU partner

Note: cross-border figures for Italy, expressed as a % of the GDP of the partner country. The darkest shade of red corresponds to percentile 95 and the darkest shade of green to percentile 5. The 
percentiles were calculated for each variable based on the full  available sample of bilateral exposures among EU countries. The blank spaces represent missing data. Data refer to: Imports - 2016, 
Imports (in value added) - 2014, Financial l iabil ities - 2015, Financial assets - 2015, Liabil ities (to banks) - 2018-Q2, Bank Claims - 2018-Q2.

Source: UN, OECD, WIOD, BIS and Commission services

https://ec.europa.eu/info/sites/info/files/file_import/2019-european-semester-country-report-italy_en.pdf
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In April 2018, Italy submitted its 2019 Stability Programme and its 2019 National Reform Programme (the 
latter in Italian). The Country report, the National Reform Programme and the Convergence programme, 
constituted the basis for the following five CSRs adopted by the Council in July 2019. All the CSRs adopted 
by the Council are underpinned by MIP.  
CSR 1. Ensure a nominal reduction of net primary government expenditure of 0.1 % in 2020, corresponding to an 
annual structural adjustment of 0.6 % of GDP. Use windfall gains to accelerate the reduction of the general 
government debt ratio. Shift taxation away from labour, including by reducing tax expenditure and 
reforming the outdated cadastral values. Fight tax evasion, especially in the form of omitted invoicing, 
including by strengthening the compulsory use of e-payments including through lower legal thresholds for 
cash payments. Implement fully past pension reforms to reduce the share of pensions in public spending and 
create space for other social and growth-enhancing spending.  

CSR 2. Step up efforts to tackle undeclared work. Ensure that active labour market and social policies are 
effectively integrated and reach out in particular to young people and vulnerable groups. Support women's 
participation in the labour market through a comprehensive strategy, including through access to quality 
childcare and long-term care. Improve educational outcomes, also through adequate and targeted 
investment, and foster upskilling, including by strengthening digital skills. 

CSR 3. Focus investment-related economic policy on research and innovation, and the quality of 
infrastructure, taking into account regional disparities. Improve the effectiveness of public administration, 
including by investing in the skills of public employees, by accelerating digitalisation, and by increasing the 
efficiency and quality of local public services. Address restrictions to competition, particularly in the retail 
sector and in business services, also through a new annual competition law.  

CSR 4. Reduce the length of civil trials at all instances by enforcing and streamlining procedural rules, including 
those under consideration by the legislator and with a special focus on insolvency regimes. Improve the 
effectiveness of the fight against corruption by reforming procedural rules to reduce the length of criminal trials.   

CSR 5. Foster bank balance sheet restructuring, in particular for small and medium-sized banks, by improving 
efficiency and asset quality, continuing the reduction of non-performing loans, and diversifying funding. 
Improve non-bank financing for smaller and innovative firms.   

https://ec.europa.eu/info/sites/info/files/2019-european-semester-stability-programme-italy_en.pdf
https://ec.europa.eu/info/sites/info/files/business_economy_euro/economic_and_fiscal_policy_coordination/documents/2019-european-semester-national-reform-programme-italy-it.pdf
http://data.consilium.europa.eu/doc/document/ST-10165-2019-INIT/en/pdf
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Cyprus 

Cyprus has been experiencing excessive macroeconomic imbalances since 2016 after it exited the financial 
support programme. The Commission has recently published the “Ex-post evaluation report of the 
adjustment programme for Cyprus, 2013-2016”.   

Cyprus was under Excessive Deficit Procedure from 2010 to 2016, and it is now subject to the preventive 
arm of the SGP, it is subject to the “debt rule” and has exceeded its MTO. 

In June 2019, the Commission prepared a report - in accordance with art 126(3) - that read “the general 
government headline balance in Cyprus reached a deficit of 4.8% of GDP in 2018, much above the Treaty 
reference value of 3% of GDP. In the absence of the 8.3% of GDP one-off impact of the banking support measures, 
the general government balance would have amounted to a surplus of 3.5% of GDP in 2018. According to the 
Commission 2019 spring forecast and the Stability Programme, the general government headline balance is 
projected to return to surpluses of around 3% of GDP in 2019 and above 2.5% of GDP in 2020, in compliance with 
and well below the reference value (by more than 5.5 percentage points of GDP)”. Therefore the Commission 
concluded that “the opening of an excessive deficit procedure would not serve a meaningful purpose for fiscal 
surveillance”.  

In November 2018, its MIP scoreboard (see Annex 1) showed the following indicators with values above the 
threshold:  

• Net international investment position: 121.5% of GDP;  

• Real effective exchange rate: -6.6 pp change over the latest three years;  

• Private sector debt: 316.3% of GDP; 

• Public debt-to-GDP: 96.1%;  

• Unemployment rate (13%) and Activity rate (-0.4 percentage point change over the latest three years). 

The Commission published in February 2019 the country report  for Cyprus, with the in-depth review of its 
macroeconomic imbalances.  The report presents the developments and the policy initiatives undertaken 
for the correction of the imbalances identified in the 2018 Country Report and targeted by the 2018 CSRs. 
The table below synthetizes the policy areas addressed by the MIP-CSRs in 2016, 2017 and 2018 and the 
assessment of their implementation. 

The Commission carries out specific monitoring for Cyprus in the context of the Post-Programme 
Surveillance, which is performed for countries that received financial assistance, until they have repaid 75% 
of the loan. The latest “Post programme surveillance report” was published in June 2019; it presents the 
findings of the sixth post-programme surveillance mission of Commission staff, in liaison with staff from the 
European Central Bank (ECB), which took place in March 2019; staff from the IMF and the ESM were involved. 
The report concludes that the risks for Cyprus’ capacity to service its ESM debt remain low in the short.  
  

https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-financial-assistance/which-eu-countries-have-received-assistance/financial-assistance-cyprus_en
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-financial-assistance/which-eu-countries-have-received-assistance/financial-assistance-cyprus_en
https://ec.europa.eu/info/publications/ex-post-evaluation-economic-adjustment-programme-cyprus-2013-2016_en?utm_source=ecfin_new_publication&utm_medium=email&utm_campaign=publication
https://ec.europa.eu/info/publications/ex-post-evaluation-economic-adjustment-programme-cyprus-2013-2016_en?utm_source=ecfin_new_publication&utm_medium=email&utm_campaign=publication
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/stability-and-growth-pact/corrective-arm-excessive-deficit-procedure/closed-excessive-deficit-procedures/cyprus_en
https://ec.europa.eu/info/sites/info/files/economy-finance/com2019530_cy_en.pdf
https://ec.europa.eu/info/sites/info/files/file_import/2019-european-semester-country-report-cyprus_en.pdf
https://ec.europa.eu/info/publications/post-programme-surveillance-report-cyprus-spring-2019_en
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Table 5: Implementation of 2016, 2017 and 2018 MIP related CSRs for Cyprus 

2016 2017 2018 

CSR Policy area Progress CSR Policy area Progress CSR Policy area Progress 

1 Fiscal policy Limited 1 Fiscal policy Limited 1 
Efficiency of P.A. and 

State-Owned 
Enterprises 

Limited 

2 Insolvency and 
foreclosure framework Limited 2 Judicial system Limited 2 Judicial system Some 

3 Treatment of Non-
Performing-Loans Some 3 Financial sector and 

NPLs Limited 3 Financial sector and 
NPLs Substantial 

4 
Business environment, 

privatisation and 
access to finance 

Some 4 Strategic investments 
and privatisation plan 

Limited 4 Strategic investments 
and privatisation plan 

Limited 

5 
Employment services; 
hospitals and health 

care 
Limited    5 

Reforms in 
employment, 

education and health 
services 

Limited 

Sources: EGOV elaboration, based on CSRs adopted by the Council and COM Country Reports. 
Note: SOE = State Owned Enterprises. PA = Public Administration. 

According to the Commission, Cyprus’ robust economic recovery has created favourable conditions to 
correct excessive macroeconomic imbalances and carry out key structural reforms to sustain growth in the 
long term. Cyprus has benefitted of the technical support provided by the Structural Reform Support Service 
of the Commission, as well as of EU funds and programmes (see Boxes 2.1 and 2.2 of the Country report).  
Economic growth has continued to be solid and the labour market has markedly improved. However, the 
long-term sustainability of Cyprus’ growth model is a key challenge, also because growth remains 
concentrated in only a few sectors of the economy.  

Cyprus continues to have significant macroeconomic imbalances in several areas, namely high stocks of 
private, public and external debt and non-performing loans. The report includes an overview table (p. 31) of 
the reforms relevant in the context of the MIP, focussing on the main imbalances. For each of the following 
domains, the Commission presents an assessment of the gravity of the challenge, the evolution and 
prospects, as well as the policy response: Financial Sector, Private debt, Public debt, External position, 
Potential growth, and Unemployment. 

In April 2018, Cyprus submitted its 2019 National Reform Programme and its 2019 Stability Programme. 

The Country report, the National Reform Programme and the Stability programme (together with their 
assessment by the Commission), constituted the basis for the following five CSRs adopted by the Council 
in July 2019. All the following CSRs addressed to Cyprus are underpinned by MIP: 

CSR 1. Adopt key legislative reforms to improve efficiency in the public sector, in particular as regards the 
functioning of the public administration and the governance of State-owned entities and local governments.  

CSR 2. Step up efforts to improve the efficiency of the judicial system by revising civil procedures, increasing the 
specialisation of courts and setting up a fully operational e-justice system. Take measures to fully operationalise 
the insolvency and foreclosure frameworks and ensure reliable and swift systems for the issuance of title deeds 
and the transfer of immovable property rights.                                                  

CSR 3. Accelerate the reduction of non-performing loans by implementing a comprehensive strategy, including 
legislative amendments allowing for the effective enforcement of claims and facilitating the sale of loans. 
Integrate and strengthen the supervision of insurance companies and pension funds.  

https://ec.europa.eu/info/sites/info/files/file_import/2019-european-semester-country-report-cyprus_en.pdf
https://ec.europa.eu/info/sites/info/files/2019-european-semester-national-reform-programme-cyprus-en.pdf
https://ec.europa.eu/info/sites/info/files/2019-european-semester-stability-programme-cyprus_en_0.pdf
https://eur-lex.europa.eu/legal-content/EN/AUTO/?uri=uriserv:OJ.C_.2019.301.01.0080.01.ENG&toc=OJ:C:2019:301:TOC
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CSR 4. Prioritise the implementation of key elements of the action plan for growth, in particular fast-tracking 
strategic investments, and take additional measures to improve access to finance for small and medium-sized 
enterprises. Improve the performance of State-owned enterprises including by resuming the implementation 
of privatisation projects.  

CSR 5. Complete reforms aimed at increasing the capacity and effectiveness of the public employment services 
and reinforce outreach and activation support for young people who are not in employment education or 
training. Complete the reform of the education and training system, including teacher evaluation and actions 
to increase the capacity of vocational education and training. Take measures to ensure that the National Health 
System becomes fully functional in 2020, as planned.  
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Annex 1: 2019 MIP scoreboard (2017 Data) for the relevant countries 

 External imbalances and competitiveness Internal imbalances Employment Indicators 

Year 
2017 

Current 
Account 
Balance 
% of GDP 

3 year average 

Net 
International 
Investment 

Position 
% of GDP 

Real Effective 
Exchange 
Rate with 

HICP deflator 
3 year % 
change 

Export 
Market 
Shares 
5 year 

% change 

Nominal ULC 
(2010=100) 

3 year % 
change 

House Prices 
index 

deflated 
1 year % 
change 

Private 
Sector Credit 

Flow 
% of GDP 

Private 
Sector Debt, 
consolidated 

% of GDP 

General 
Government 
Gross Debt 

% of GDP 

Unemployme
nt rate 

3 year average 

Total 
Financial 

Sector 
Liabilities, 

non-
consolidated 

1 year % 
change 

Activity rate 
% of total 

pop. aged 15-
64 

3 year change 

Long term 
unemployme

nt rate 
% of active 

pop. aged 15-
74 

3 year change 

Youth 
unemployme

nt rate 
% of active 

pop. aged 15-
24 

3 year change 

Thresholds -4/+6% -35% 
±5% (EA) 

±11% (non-
EA) 

-6pp +9% (EA) 
12% (non-EA) +6pp 14% 133% 60% 10% 16.5pp -0.2 pp 0.5 pp 2 pp 

EL -0.8 -142.5 -2.8 -10.0 -1.0 -2.2 -0.8 116.4 176.1 23.3 -12.9 0.9 -3.9 -8.8 

IT 2.3 -5.3 -3.1 2.0 1.1 -2.0 2.1 110.5 131.2 11.6 4.3 1.5 -1.2 -8.0 

CY -5.0 -121.5 -6.6 6.9 -2.7 1.3 8.7 316.3 96.1 13.0 -2.3 -0.4 -3.2 -11.3 

Source: 2019 AMR. Boxes shaded in grey indicate values outside the threshold. A dedicated Eurostat website presents the latest available figure. 

https://ec.europa.eu/info/sites/info/files/2019-european-semester-alert-mechanism-report-statistical-annex.pdf
https://ec.europa.eu/eurostat/web/macroeconomic-imbalances-procedure
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