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SUMMARY 
Since the creation of the economic and monetary union, the European Union has created various 
instruments to provide financial assistance for its Member States. Originally (since 2002) such 
assistance was provided through the balance of payments (BoP) assistance programme, which was 
reserved only for Member States with a derogation, i.e. those that had not yet adopted the euro. 
However, following the EU economic and sovereign debt crises (2009 to 2012), four new instruments 
were created: the (i) Greek Loan Facility (GLF), (ii) European financial stabilisation mechanism (EFSM); 
(iii) European Financial Stability Facility (EFSF); and (iv) the European Stability Mechanism (ESM). In 
total, eight EU countries received funds through those instruments. Sooner or later, all the above 
instruments and facilities are to be phased out, with the ESM the only one to remain in the long term 
for all EU Member States. Given that the ESM was created through an intergovernmental agreement, 
there were efforts by the Commission to integrate it into EU law. This, however, was effectively 
abandoned following a lack of support in the Council. At the same time, during the COVID-19 
pandemic, an additional credit line was created, to help Member States in case of need. As a result 
of the bold steps taken at EU level (including SURE and Next Generation EU), it has yet to be used. 

Nonetheless, EU financial assistance is not limited to EU Member States. Non-EU partner countries, 
such as Ukraine, can obtain financial aid through macro-financial assistance (MFA). In contrast to 
other instruments available, MFA is designed not to support economic and social development, but 
to restore the country's external financial situation, while encouraging economic adjustments and 
structural reforms. As a result, both the conditions required and the amounts provided, are different 
to those concerning Member States. 
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Introduction 
Over the years the European Union (EU) has created various instruments to provide its Member 
States with financial assistance. Originally such assistance was provided through the balance-of-
payments (BoP) assistance programme. Since the EU economic and sovereign debt crises, this 
assistance has been supplemented progressively by four more instruments: (i) the Greek Loan 
Facility (GLF), which was set up specifically for Greece in the initial stages of the Greek crisis; (ii) the 
European financial stabilisation mechanism (EFSM); (iii) the European Financial Stability Facility 
(EFSF); and (iv) the European Stability Mechanism (ESM). The BoP and EFSM are an integral part of 
the European Union's budget structure and use the margins of the budget under the maximum own 
resources ceiling (1.40 % of GNI) of the EU budget as a guarantee to raise funds on the international 
markets. On the other hand, the GLF, EFSF and ESM are intergovernmental and are therefore set up 
outside the EU budget and outside the Treaty provisions. In addition, while all the aforementioned 
instruments currently exist, the GLF, EFSM and EFSF are in the – shorter or longer – process of being 
terminated, once the current outstanding amounts have been reimbursed by the relevant Member 
States. Finally, given that all Member States are expected to adopt the euro at some point (and 
therefore the BoP facility will cease to exist), all the aforementioned instruments will disappear in 
favour of the ESM, which will be the only financial assistance mechanism for the EU. 

Nonetheless, financial assistance is not limited to the EU. Non-EU partner countries, such as Ukraine, 
obtain financial aid through macro-financial assistance. However, as can be expected, both the 
conditions requested and the amounts provided, are different. 

Financial assistance in the EU 
Balance of payments assistance 
Before the EU sovereign debt crisis, financial assistance to EU Member States was limited to non-
euro-area Member States who were experiencing (or were threatened by) difficulties regarding their 
balance of payments. According to Article 143 of the Treaty on the Functioning of the EU (TFEU), a 
Member State's difficulties may result from either 'an overall disequilibrium in its balance of 
payments, or as a result of the type of currency at its disposal'.  

The balance of payments is a statistical statement that summarises the transactions of an economy 
with the rest of the world. These transactions include exports and imports of goods, services and 
financial assets, along with transfer payments (such as foreign aid). Transactions in the BoP are 
organised in three different accounts, the current account, the capital account and the financial 
account, the sum of whose balances should in principle be zero.1 The current account can be in 
surplus – when exports exceed imports – or in deficit, when imports exceed exports. If a country has 
a current account deficit that it wishes to bring closer to balance, it can do so 'internally' (by raising 
savings and/or lowering investment) or 'externally' (by obtaining funds from abroad). In the event 
that – for a variety of reasons – creditors have doubts that the country can repay their funds, then 
this inflow of funds may come to a stop, or even reverse (this is known as a 'capital flight'). One well-
documented example of a balance of payments crisis was the Asian financial crisis of 1997 to 1998.  

The EU's internal balance of payments assistance takes the form of medium-term loans. The 
assistance facility was established by Council Regulation (EC) No 332/2002. This regulation 
empowered the Commission on behalf of the European Community to contract borrowings on the 
capital markets or with financial institutions. The borrowed funds are then passed on to the Member 
State in question. The loans made for the Member State(s) experiencing difficulties are conditional 
on the implementation of policies designed to address underlying economic problems.  

The Council decides by qualified majority (on a proposal from the Commission) the amount of loan 
or grant and its average duration, the economic policy conditions attached to it, as well as the 
techniques for disbursing the loan.2 The Commission must take the necessary measures to verify at 

https://www.ceps.eu/wp-content/uploads/2017/03/RRpt%20No%202017-06%20MacroFinSupport%20to%20MSs_0.pdf
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX%3A12008E143
https://ec.europa.eu/eurostat/web/balance-of-payments
https://www.rba.gov.au/education/resources/explainers/the-balance-of-payments.html
https://cepr.org/voxeu/blogs-and-reviews/sudden-stops-primer-balance-payments-crises
https://www.federalreservehistory.org/essays/asian-financial-crisis
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX%3A32002R0332
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regular intervals that the economic policy of the Member State in receipt of a Community loan 
accords with the adjustment or back-up programme and with any other conditions laid down by 
the Council. 

Typically, balance of payments assistance from the EU is offered in cooperation with the 
International Monetary Fund (IMF) and/or other international institutions or countries. 

Assistance granted under the balance of payments procedure  
Since the creation of the balance of payments facility, three Member States have requested and 
benefited from financial assistance. 

Hungary 
In October 2008, the Hungarian authorities applied to the EU, the IMF and the World Bank for 
financial assistance because Hungary was experiencing serious market turbulences and difficulties 
in refinancing government and external debt. The same month, the Commission, the IMF and 
Hungary's authorities agreed that Hungary would receive €20 billion in multilateral financial 
assistance.3 Overall, Hungary received €14.2 billion in balance of payments assistance composed of 
€8.7 billion from the IMF and €5.5 billion from the European Union. This latter sum was repaid by 
Hungary in accordance with the agreed schedule (December 2011, November 2014 and April 2016). 

The BoP programme for Hungary expired on 3 November 2010, and was then subject to post-
programme surveillance (PPS). Surveillance ended in January 2015, as Hungary had repaid more 
than 70 % of its EU loan. 

Latvia 
In light of a rapidly deteriorating economic situation and concerns relating to the health of the 
banking sector, the Latvian authorities applied to the EU, the International Monetary Fund (IMF) and 
regional neighbours for financial assistance in late 2008. Following negotiations in December 2008, 
an agreement was reached to provide Latvia with financial assistance of an overall amount of 
€7.5 billion.4 The package was provided subject to a commitment from the Latvian authorities to 
implement an ambitious programme of fiscal, financial and structural reforms. In March 2014, Latvia 
repaid the first tranche of €1 billion. The second tranche of €1.2 billion was repaid on 
16 January 2015. 

The programme for Latvia expired on 19 January 2012. Latvia was then subject to post-programme 
surveillance (PPS) until 16 January 2015, when it expired, Latvia having repaid 75 % of the EU loan.  

Romania 
The sudden increase in risk aversion during the 2007-2009 global financial crisis caused market 
participants to become increasingly concerned by Romania's budget deficit of 5.7 % of gross 
domestic product (GDP) and current account deficit of 11.6 % of GDP. As a result, capital inflows fell 
and the exchange rate of the national currency against the euro depreciated by more than 30 % 
between August 2007 and January 2009. Consequently, in spring 2009, the Romanian authorities 
applied to the EU, the IMF and other international financial institutions for financial assistance. 

In May 2009 an agreement was reached to provide Romania with multilateral financial assistance 
for an overall amount of €20 billion.5 Romania agreed two further EU/IMF precautionary financial 
assistance programmes, one in May 2011 and one in 2013.6 However, those BoP programmes were 
treated as precautionary and no disbursements were made. Post-programme surveillance started 
on 1 October 2015 and ended in April 2018. 

The beginning of the EU sovereign debt crisis 
Since adopting the euro in 2001, Greece borrowed at much lower interest rates than before. During 
the period between 2000 and 2008, wages rose faster than productivity growth and important 

https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/financial-assistance-eu/which-eu-countries-have-received-assistance/financial-assistance-hungary_en
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/financial-assistance-eu/which-eu-countries-have-received-assistance/financial-assistance-latvia_en
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/financial-assistance-eu/which-eu-countries-have-received-assistance/financial-assistance-romania_en


EPRS | European Parliamentary Research Service 

4 

structural reforms were postponed, resulting in the Member State's deteriorating competitiveness. 
At the same time, poor tax administration meant that tax revenues were lower, in a period of 
increasing expenses and international borrowing. At the end of 2008 and beginning of 2009, the 
Greek government revealed that previous governments had been misreporting government 
budget data. The scale of misreporting resulted in yields on Greek sovereign bonds rising quickly to 
levels that effectively prevented the country from borrowing on international markets. The situation 
worsened to the point where the country was no longer able to refinance its borrowing, and it was 
forced to ask for help from its European partners and the IMF. Greece initially used the fiscal support 
provided under the Greek Loan Facility.7 Greece made major efforts to implement wide-ranging 
reforms. However, the measures taken to tackle the significant challenges faced by the Greek 
economy had the effect of deepening the Member State's economic recession further. Alongside 
the decision to restructure the Greek debt, further reforms and funds were considered necessary. 
Therefore the EU used the EFSF (see below) to provide Greece with assistance: between 2012 and 
2015, the EFSF disbursed €141.8 billion, while the IMF contributed an additional €12 billion in loans. 

European financial stabilisation mechanism 
Article 143 TFEU expressly mentions that the BoP facility is available only to Member States with a 
derogation, i.e. to Member States that have not yet adopted the euro. This absence of a financial 
assistance mechanism for euro-area Member States became acutely noticeable during the EU 
economic and sovereign debt crises. 

On 9 May 2010, the finance ministers at an extraordinary ECOFIN Council (i.e. a meeting of the 
Council composed of ministers of economy or finance) decided to create the European financial 
stabilisation mechanism (EFSM). The mechanism was created to enable the European Commission 
to provide financial assistance for any EU country experiencing or threatened by severe financial 
difficulties. It was created through Union legislation in the shape of Council Regulation 407/2010, 
the legal basis of which was Article 122(2) TFEU. 

The EFSM essentially reproduces for all 27 EU Member States the basic mechanics that the balance 
of payments facility provides for non-euro-area Member States (see above). It is activated after a 
request for financial assistance has been made by the Member State concerned. The beneficiary 
Member State and the Commission conclude a memorandum of understanding (MoU) in which the 
conditions for financial assistance are prescribed. Once this has been agreed with the Commission, 
the decision to grant financial assistance is made by the Council, acting by a qualified majority. 

An important difference between the BoP mechanism and the EFSM was that, under the latter, the 
European Court of Auditors has the right to carry out any financial controls or audits that it considers 
necessary in the beneficiary Member State in relation to the management of that assistance. In 
addition, the Commission has the right to send its officials or duly authorised representatives to the 
beneficiary Member State to carry out any technical or financial controls or audits that it considers 
necessary in relation to the assistance. 

Similarly to the European Financial Stability Facility (EFSF – see next point), the EFSM finances its 
actions by issuing debt instruments on the markets. However, as the EFSM is part of EU law, the 
collateral for these loans is provided in the form of the EU's own budget. As a result, the Member 
States are indirectly liable for the EFSM. The Commission then passes on the loans to the beneficiary 
Member State. This particular lending arrangement implies that there is no debt-servicing cost for 
the EU, as all interest and loan principal is repaid by the beneficiary Member State via the 
Commission. The EU budget guarantees the repayment of the bonds in the event of default by the 
borrower.  

Under the EFSM, the Commission is allowed to borrow up to a total of €60 billion. The mechanism 
was used to provide financial assistance – conditional on the implementation of reforms – for Ireland 
(€22.5 billion) and Portugal (€24.3 billion) between 2011 and 2014, and to provide Greece with 
short-term bridge loans in July 2015 (€7.1 billion).8 Today, euro-area countries in need of financial 

https://kluwerlawonline.com/api/Product/CitationPDFURL?file=Journals%5CEULR%5CEULR2015023.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1484663483987&uri=CELEX:32010R0407
https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2010:0713:FIN:EN:PDF
https://www.europarl.europa.eu/ftu/pdf/en/FTU_2.6.8.pdf
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assistance are expected to turn to the European Stability Mechanism (ESM), a permanent 
intergovernmental institution (see point 2.6).  

Ireland 
The economic adjustment programme for Ireland was formally agreed in December 2010. It 
included a joint financing package of €85 billion for the period from 2010 to 2013.9 The programme 
included a fiscal adjustment to restore fiscal sustainability, actions to strengthen the banking sector, 
and labour market reforms. 

In December 2013, Ireland successfully completed the EU-IMF financial assistance programme. 
Since then, the country has been subject to post-programme surveillance which is expected to last 
at least until 2031. This is designed to measure the Member State's capacity to repay its outstanding 
loans to the European financial stability mechanism (EFSM), European Financial Stability Facility 
(EFSF) and bilateral lenders. 

Portugal 
The economic adjustment programme for Portugal was formally adopted in May 2011 at the 
Eurogroup/ECOFIN meeting in Brussels. It covered the period from 2011 to mid-2014 and included 
a joint financing package of €78 billion.10 The programme contained fiscal measures to reduce the 
public debt and deficit, measures to ensure the stability of the country's financial sector, and labour 
market reforms. 

In June 2014, Portugal exited its 3-year economic adjustment programme. Like Ireland, the Member 
State is under post-programme surveillance, which is expected to last until 2035. 

Greece in 2015 
In addition to the assistance package(s) it received from the EFSF/ESM, Greece used the EFSM in 
July 2015. This was because there was a time gap between the moment Greece needed to clear its 
arrears with the IMF and repay the European Central Bank (ECB), and it receiving financing under 
the (new) ESM programme. To this end, it received €7.16 billion in short-term financial assistance 
from the EFSM, following a Council decision adopted on 17 July 2015.  

European Financial Stability Facility 
The severe crisis that broke out in Greece, which began with the fiscal revisions of October 2008 and 
worsened through the spring of 2010, threatened to spill over to other Member States. Given that 
the EFSM had only been provided with a limited budget, there were fears that it would not be 
enough to deal with the crisis. A substantially larger fund was seen to be needed. As Ledina Gocaj 
and Sophie Meunier note, 'the European Financial Stability Facility (EFSF) was the 'shock and awe' 
solution created in May 2010 to stop the possible contagion of the crisis and convince markets that 
euro-area leaders would stand behind the common currency'.  

To cope with the crisis at EU-level, several options were considered. These included the provision of 
bilateral loans, the creation of a European monetary fund (EMF), a European debt agency, a 
Commission-backed stabilisation fund and, lastly, an intergovernmental special purpose vehicle 
(SPV). Given that some of the above options required Treaty change, while others were politically 
unpalatable at the time, EU leaders chose the option of the SPV via an intergovernmental agreement 
between the euro-area Member States. Another reason for the creation of a separate, 
intergovernmental facility, was that the EFSM, being based on secondary EU law and thus applicable 
to all Member States, required those outside the euro area to participate in the financing of a crisis 
that was –at the time–seen as being inherently one of the euro area only. 

The EFSF was modelled on the Greek Loan Facility. It was set up as a public limited company under 
Luxembourg law. The facility allowed euro-area Member States to seek financial support in the form 
of a loan or credit line. It provided financial assistance for Ireland (€17.7 billion), Portugal (€26 billion) 

http://www.esm.europa.eu/
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/financial-assistance-eu/which-eu-countries-have-received-assistance/financial-assistance-ireland_en
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/financial-assistance-eu/which-eu-countries-have-received-assistance/financial-assistance-portugal_en
https://www.consilium.europa.eu/en/press/press-releases/2015/07/17/efsm-bridge-loan-greece/
https://www.tandfonline.com/doi/full/10.1080/07036337.2013.774778


EPRS | European Parliamentary Research Service 

6 

and Greece (€141.8 billion). These operations were financed through bonds and other debt 
instruments issued on the financial markets. Each EFSF Member guaranteed a share of these 
instruments (they were not liable for the totality of the debts of the EFSF). These guaranteed 
commitments were divided between the EFSF Members according to the capital subscription key 
of the ECB. In total, the euro-area Member States guaranteed €440 billion. Aside from Greece, other 
Member States also benefited from the EFSF. Indeed, as seen above, the EFSF was part of the Irish 
and Portuguese financial assistance packages. 

The main elements of the procedure under the EFSF are the following. The first step is a request for 
a financial assistance facility agreement by a euro-area Member State in need. The Commission, in 
liaison with the ECB and the IMF, is then authorised to negotiate an MoU, with conditions on 
budgetary discipline and economic policy. The Commission signs it after its approval by the 
Eurogroup Working Group. During the negotiations and the signature, the Commission acts 'on 
behalf of' the euro-area Member States. 

Once the MoU is in place, a financial assistance facility agreement must be negotiated. The 
Commission drafts the main terms of the agreement. Then, the Eurogroup Working Group adopts a 
decision. Finally, the EFSF negotiates the detailed, technical terms of the financial assistance facility 
agreements. 

While the EFSF was replaced by the ESM (see below), it remains operational, until its outstanding 
loans and bonds have been repaid. 

Towards an ESM 
The Union's handling of the debt crisis in Greece and the subsequent establishment of the EFSM 
and EFSF raised concerns about the legality of the chosen measures under EU law.  

There was controversy around the legal basis for the EFSM, given that Article 122(2) TFEU allows for 
EU financial assistance to a Member State that is in (or seriously threatened with) severe difficulties 
caused by natural disasters or exceptional occurrences beyond its control. The controversy related 
to whether the global financial crisis was such an exceptional occurrence, and whether the Member 
States in difficulty could have built the necessary buffers in advance. 

There were also criticisms with regard to several rescue measures, which had been interpreted as a 
government bail-out and, by extension, in breach of Article 125 TFEU. In this context, 
Fabian Amtenbrink commented that such a breach could not easily be constructed, as 'neither the 
bilateral loans to Greece nor the loans granted under the EFSM and EFSF amount to a taking on of 
the liability of the beneficiary Member State by the EU and/or other Member States. Moreover, the 
irrevocable and unconditional guarantees by the euro-area Member States for the payment of all 
sums payable by the EFSF do not amount to a guarantee of the existing liabilities of the beneficiary 
country'. 

In any case, the EFSM and EFSF were only ever meant to function as temporary rescue mechanisms. 
As the crisis lingered on and the need for further rescue measures became very real, in October 2010 
the Heads of State or Government decided to create a permanent crisis mechanism. As the 
compatibility of such an instrument with Union law was believed to be uncertain, a clarification of 
the TFEU in this regard was considered desirable. To this end, on 25 March 2011, a new paragraph 3 
was added to Article 136 TFEU by means of the simplified treaty revision procedure provided for in 
Article 48(6)TFEU.11 Such an amendment had also been on the agenda of European Council 
President Herman van Rompuy,12 but it had become clear during the year that British Prime Minister 
David Cameron opposed such plans, in an attempt to secure opt-outs to the EU's ever tightening 
regulatory framework for the City of London's banking sector. In the European Council meeting of 
28–29 October 2010 a compromise was reached on the establishment of a permanent aid 
mechanism.13 It was agreed that this mechanism would be based on a limited change to the EU 
Treaties (thus leaving the no bail-out clause of Article 125 TFEU intact), and that it would be the 
Member States themselves and not the EU that would establish this mechanism.  

https://kluwerlawonline.com/journalarticle/Common+Market+Law+Review/49.5/COLA2012093
https://kluwerlawonline.com/api/Product/CitationPDFURL?file=Journals%5CEULR%5CEULR2015023.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A12016E125
https://onlinelibrary.wiley.com/doi/10.1111/j.1468-5965.2011.02181.x
https://onlinelibrary.wiley.com/doi/10.1111/jcms.12049
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32011D0199&rid=4#:%7E:text=The%20following%20paragraph%20shall%20be,euro%20area%20as%20a%20whole.
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The need for a permanent mechanism became evident during January 2011, when, despite the EFSF 
bond auction for Ireland going through, there was much speculation that Portugal, Spain and Italy 
might also need support from the EFSF and that its capacity might not be enough to bail out all 
three in addition to Greece. The underlying reason limiting the EFSF's capacity was Germany's 
determination to retain the AAA rating of bonds issued by the EFSF, which limited its capacity to be 
used as originally intended. This left the Member States under-prepared to deal with possible future 
crises. These negative market reactions also forced the Member States to establish a permanent 
mechanism faster than Germany would have liked. The European Council took the final decision on 
amending Article 136 TFEU in its meeting on 25 March 2011.14 

European Stability Mechanism 
The Treaty establishing the European Stability Mechanism was signed in February 2012. Like the 
EFSF, the ESM was established via an international agreement. In contrast to the EFSF, however, it is 
an international financial institution and not a public limited company (société anonyme). Also in 
contrast to the previous two instruments, it is a permanent institution, and not a temporary 
response to an emergency. The ESM is entitled to raise up to €500 billion.15 In order to do this, the 
ESM Members have given it its own capital and have committed to pay in more capital if need be. It 
provides financial support for euro-area Member States experiencing, or threatened by, severe 
financing problems, to safeguard the financial stability of a Member State or the euro area as a 
whole. 

The ESM can activate a host of different assistance instruments. These include direct loans 
(precautionary loans or loans within a macroeconomic adjustment programme), loans for the 
recapitalisation of banks (direct or indirect), as well as primary or secondary market support, by 
acquiring the ESM Member's bonds.16  

The ESM was used for Greece (€61.65 billion), Cyprus (€6.28 billion) and Spain (€41.33 billion).  

The possible activation of the financial assistance instruments begins with a request for assistance 
by an ESM Member, indicating which assistance instrument should be used. The Commission and 
the ECB then assess the overall situation from the perspective of the requesting Member as well as 
that of the euro area. Based on this assessment, the ESM Board of Governors (BoG) decides whether 
to grant financial assistance. In deciding whether to grant assistance, the BoG examines whether it 
is indispensable to safeguard the financial stability of the euro area as a whole and that of its 
Member States. The support is subject to strict conditionality. Following that, the Commission 
negotiates a MoU with the requesting Member. The technicalities of the financial assistance facility 
are drawn up by the Managing Director and accepted by the Board of Directors (Article 13 of the 
Treaty establishing the ESM). 

Spanish programme 
The years 1997 to 2008 were a period of economic expansion in Spain, due in part to a housing 
boom that was fuelled by Spanish banking sector lending. Many banks, particularly savings banks, 
failed to manage properly the risks associated with the massive volume of the loans to construction 
and property development firms. The build-up of the real estate bubble following the global 
financial crisis led to a deterioration in the quality of banks' balance sheets and capital levels. A 
restructuring process was started by the Spanish authorities in 2010. However, this process 
overlapped with an economic downturn that proved to be deeper and longer than expected. The 
funding costs for the Spanish government and Spanish banks increased significantly. The 
uncertainty and worsening market conditions raised concern that private and public resources 
would be insufficient to support the banking system.  

In June 2012, the Spanish government made an official request for financial assistance for its 
banking system to the Eurogroup for a loan of up to €100 billion. In December 2012, the Spanish 
government formally requested the disbursement of €39.47 billion via a dedicated ESM loan for the 

https://www.esm.europa.eu/assistance/spain
https://www.esm.europa.eu/assistance/spain
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recapitalisation of the banking sector. In January 2013, the Spanish government formally requested 
the disbursement of €1.86 billion for the recapitalisation of specific banks. No further requests for 
disbursement were made, thus the overall amount of the financial assistance provided by the ESM 
for Spain was €41.33 billion. The loans provided by the ESM were tied to the implementation of both 
bank-specific measures and measures to strengthen the banking sector as a whole.17  

The ESM programme for Spain lasted from 2012 to 2013. Since its completion, post-programme 
surveillance has been carried out by the European Commission in liaison with the ECB. 

Programme for Cyprus 
Cyprus' accession to the EU in 2004 and its adoption of the euro in 2008 contributed to the rapid 
growth of the financial sector and expansion of bank lending. At its height in 2009, the Cypriot 
banking sector was equivalent to nine times the country's GDP, compared to the current ratio of 
3.5 times GDP (close to the EU average). In addition, high current account deficits were recorded, 
and exports dropped due to Cyprus' falling competitiveness. 

At the same time, serious macro-economic imbalances built up. They extended to public finances, 
with current account deficits, and to trade, with dropping exports. The banking sector was 
increasingly cut off from international market funding and Cyprus's largest banks recorded 
substantial capital shortfalls. The global and the euro area crises exposed these growing financial 
vulnerabilities, coupled with structural weaknesses in the rest of the economy. The Cypriot 
economy's strong links to Greece amplified the situation. The excessive budget deficit limited 
Cyprus' ability to support banks on the verge of collapse.  

Cyprus requested financial assistance from the EFSF/ESM and IMF in June 2012. The total amount of 
financial assistance agreed in 2013 was up to €10 billion. However, given the Member State's pace 
of economic recovery, the final amount disbursed by the ESM was lower (€6.3 billion).18 The financial 
assistance package was tied to an economic adjustment programme, which included the 
restructuring and downsizing of financial institutions, measures to reduce current primary 
expenditure and to increase the efficiency of public spending, and also structural reforms to support 
competitiveness and sustainable growth. 

The Cyprus programme lasted from 2013 to 2016. Since its completion, post-programme 
surveillance has been carried out by the European Commission in liaison with the ECB. 

Greek programme 
The ESM disbursed a total of €61.9 billion, out of a maximum programme volume of €86 billion. The 
unused amount mainly derives from the substantially lower recapitalisation needs of banks 
compared with what was originally foreseen and from more efficient management of cash resources 
by the Greek government. 

The Greek programme lasted from 2015 to 2018. Since its completion, post-programme surveillance 
has been carried out by the European Commission in liaison with the ECB. 

Attempt to integrate the ESM into EU law and amendments 
As already mentioned, the ESM was established through an international agreement. In 
December 2017, the European Commission submitted a proposal to the Council of the EU to 
transform the ESM into the EMF and to incorporate it into the EU legal framework. The Commission 
justified its proposal as a means to further strengthen the ESM institutional anchoring. In its view, 
such a change would increase the ESM's transparency, judicial review, and the efficiency of the EU's 
financial resources. In this way the ESM would offer Member States better support, cooperation with 
the Commission would be improved and the ESM would be more accountable to the European 
Parliament. 

https://www.esm.europa.eu/assistance/cyprus
https://www.europarl.europa.eu/RegData/docs_autres_institutions/commission_europeenne/com/2017/0827/COM_COM(2017)0827_EN.pdf
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Nonetheless, the proposal met resistance from some Member States (the new 'Hanseatic League') 
and, as a result, failed to gain traction in the Council. As a result, the agreement signed in 
February 2021 by ESM Members provided the ESM with new tasks (providing a backstop to the 
Single Resolution Fund, and a stronger role in future economic adjustment programmes and crisis 
prevention) but quietly abandoned the Commission's proposal of integrating the ESM into EU law. 

Changes in the ESM in the context of the COVID-19 pandemic 
To protect their populations from the COVID-19 pandemic, Member States imposed drastic 
measures in February and March 2020. To ensure that their economies could weather those 
measures, both Member States and the EU institutions adopted several extra measures and 
instruments. In this context, on 9 April 2020, the Eurogroup reached a political agreement to 
establish a pandemic crisis support response plan, based on the existing enhanced conditions credit 
line (ECCL)19 and adjusted in the light of the specific challenges posed by the coronavirus (COVID-19) 
pandemic, as a safeguard for euro-area Member States affected by this external shock. The credit 
line is available to all euro-area Member States. The only requirement to access it is that Member 
States requesting support commit to use it to support domestic financing of direct and indirect costs 
regarding healthcare, cure and prevention relating to the COVID-19 crisis.  

Thanks to the bold measures taken during the pandemic (among other things, Next Generation EU 
and its Recovery and Resilience Facility), but also on account of the negative perceptions associated 
with the ESM during the EU sovereign debt crisis, no Member State has, at the time of writing, 
resorted to the ESM's pandemic crisis support mechanism. 

Macro-financial assistance to non-EU partner countries 
Background on macro-financial assistance 
As mentioned in the introduction, EU financial assistance is available not only to EU Member States, 
but it can also be extended to countries that are geographically, economically and politically close 
to the EU and are experiencing a balance of payments crisis.20 Also known as macro-financial 
assistance (MFA), this takes the form of medium-/long-term loans or grants, or a combination of 
these. The funds are paid to beneficiary countries' central banks and in general can be used however 
the government sees fit, be it for reserves, foreign exchange market intervention or as direct budget 
support. 

In contrast to other EU funds/assistance,21 the aim of MFA is not to support economic and social 
development, but to restore the country's external financial situation, while encouraging economic 
adjustments and structural reforms. The reforms requested are listed in an MoU signed between the 
EU and the beneficiary country. As with the EU Member States, these reforms tend to focus on public 
finance management and fiscal reform, but may also touch upon other areas such as trade, 
enterprise restructuring and business environment, or financial sector reform. Unlike the 
aforementioned forms of support for EU Member States, however, MFA programmes are decided 
through the EU's ordinary legislative procedure, which means they must be proposed by the 
European Commission and then approved by both the European Parliament and the Council. 

There are two main conditions to benefit from macro-financial assistance: the first is respect for 
human rights and effective democratic mechanisms and the second is the existence of a non-
precautionary credit arrangement with the IMF and a satisfactory track record of implementing IMF 
programme reforms. 

In context: MFA for Ukraine 
Currently, Albania, Bosnia and Herzegovina, Georgia, Jordan, Kosovo, Moldova, Montenegro, North 
Macedonia, Tunisia and Ukraine are beneficiaries of MFA. Since 2014, Ukraine has benefited from 
four 'ordinary' MFA packages and two 'extraordinary' ones. 

https://ec.europa.eu/info/sites/default/files/economy-finance/2020-05-08_draft_response_plan_for_eg12h50.pdf
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/international-economic-relations/macro-financial-assistance-mfa-non-eu-partner-countries_en
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MFA packages in the 2014-2019 period 
In the 2014-2019 period, the EU provided Ukraine with €3.8 billion in MFA loans – the largest amount 
of MFA the EU has disbursed to any single partner country. 

A first MFA package of €610 million, based on decisions from 2002 (€110 million) and 2010 
(€500 million), was supplied to Ukraine to help support economic reforms in the country and 
address perennial external financing difficulties. In light of political developments in early 2014 and 
the acute balance-of-payments crisis experienced by Ukraine, on 19 March 2014 the Commission 
proposed a second MFA operation of up to €1 billion, which was endorsed on 14 April 2014. The 
protracted armed conflict in the Eastern part of the country, caused a deep economic recession and 
a severe confidence crisis. As a result, Ukraine requested additional financial assistance from the EU 
and other international partners in late 2014. On 8 January 2015, the Commission adopted a 
proposal for a third MFA programme for Ukraine of up to €1.8 billion, adopted by the Parliament 
and Council on 15 April 2015.22 Lastly, following the Ukrainian authorities' request for additional 
MFA to help the country cover its external financing needs, the Commission adopted a proposal for 
a fourth consecutive MFA programme for €1 billion on 9 March 2018, which was adopted by 
Parliament and Council on 4 July 2018.  

The reforms requested included measures in the field of public financial management 
(reorganisation of the tax and customs services), in the fight against corruption, (the High Anti-
Corruption Court was established), in corporate governance of Ukrainian state-owned enterprises, 
(independent supervisory boards established in several major enterprises and improvements made 
to the legal framework for privatisation), in the energy sector (implementation of the electricity 
market law), in the financial sector (strengthened capital and liquidity ratios, new insolvency law) 
and, last but not least, social policies (healthcare financing reform). 

As mentioned earlier, the disbursements are dependent on a satisfactory assessments of the 
implementation of the IMF programme. The funds were transferred to the balance of the Treasury 
in the National Bank of Ukraine and, in accordance with the provisions of the memorandums were 
used to alleviate financial pressure on Ukraine and to ensure that budget needs were met. 

During this period, the reforms undertaken by the Ukrainian authorities and the funds provided by 
the EU contributed in the resilience of the economy of Ukraine. By the end of 2019, the country's 
GDP growth rate was almost 4 %, the unemployment rate had fallen to 8.5 % and inflation was 
dropping below 5 %. In that context, Ukraine managed to cut its public deficit (by very close to 2 %) 
and its debt (to 56 % of GDP in 2019 from 97 % in 2016). It had also replenished its official reserves 
to $25 billion. 

MFA in the context of the COVID-19 pandemic 
On 22 April 2020, the Commission adopted a proposal for a €3 billion MFA package for 
10 enlargement and neighbourhood partners to help them limit the economic fallout from the 
coronavirus pandemic. The decision was adopted by the European Parliament and the Council of 
the EU on 25 May 2020. As part of this package, the EU agreed on a MFA programme of €1.2 billion 
for Ukraine.  

MFA in the run up to the Russian invasion 
Finally, in the context of the escalating geopolitical tensions preceding Russia's invasion of Ukraine, 
on 1 February 2022 the European Commission adopted a proposal for a decision on providing 
Ukraine with emergency MFA of up to €1.2 billion in loans. The European Parliament and the Council 
adopted the decision on 24 February 2022, thereby authorising the sixth MFA operation in Ukraine 
since 2014.  

  

https://mof.gov.ua/en/makro-finansova-dopomoga
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ENDNOTES
 

1  This is logical, as for each economic transaction in the current and capital account there should be (theoretically) an 
equivalent transaction in the financial account. 

2  A rule here, which is repeated in other assistance mechanisms, is that the disbursement takes place in instalments, 
the release of each instalment being subject to verification of the results achieved in implementing the programme  
in terms of the objectives set.  

3  More specifically, Hungary was to receive (i) €6.5 billion from the European Community under the BoP assistance  
facility, (ii) around €12.5 billion from the IMF under an IMF stand-by arrangement, and €1 billion from the World Bank. 
The release of funds was tied to the achievement of policy conditions on fiscal consolidation, fiscal governance, 
financial sector regulation and supervision, as well as some other structural reforms. 

4  It was agreed that Latvia would receive (i) €3.1 billion from the European Community under a BoP assistance  
programme; (ii) around €1.7 billion under an IMF stand-by arrangement; (iii) €1.9 billion from Sweden, Denmark, 
Finland, Norway and Estonia; (iv) €0.4 billion from the World Bank and (v) €0.4 billion from the European Bank for 
Reconstruction and Development, Czechia and Poland. 

5  The European Community would provide €5 billion under the BoP assistance programme, the IMF around 
€12.95 billion under an IMF stand-by arrangement, the World Bank, €1 billion under a development policy loan, and 
the EIB and EBRD, €1 billion combined. 

 

https://www.ceps.eu/wp-content/uploads/2017/03/RRpt%20No%202017-06%20MacroFinSupport%20to%20MSs_0.pdf
https://www.ceps.eu/wp-content/uploads/2017/03/RRpt%20No%202017-06%20MacroFinSupport%20to%20MSs_0.pdf
https://www.europarl.europa.eu/RegData/etudes/BRIE/2017/607268/EPRS_BRI(2017)607268_EN.pdf
https://onlinelibrary.wiley.com/doi/10.1111/j.1468-5965.2011.02181.x
https://onlinelibrary.wiley.com/doi/10.1111/jcms.12049
https://www.europarl.europa.eu/RegData/etudes/IDAN/2020/651367/IPOL_IDA(2020)651367_EN.pdf
https://kluwerlawonline.com/JournalArticle/European+Business+Law+Review/26.3/EULR2015023
https://www.europarl.europa.eu/thinktank/en/document/EXPO-INTA_ET(2012)433868
https://www.elgaronline.com/view/edcoll/9781788972338/9781788972338.xml
http://doi.org/10.1080/07036337.2013.774778
https://kluwerlawonline.com/journalarticle/Common+Market+Law+Review/49.5/COLA2012093
https://kluwerlawonline.com/journalarticle/Common+Market+Law+Review/49.5/COLA2012093
https://www.cambridge.org/core/journals/german-law-journal/article/from-the-european-stability-mechanism-to-the-european-monetary-fund-there-and-back-again/0BF6219DFE369F3C639F0C1A2D335C82
https://www.cambridge.org/core/journals/german-law-journal/article/from-the-european-stability-mechanism-to-the-european-monetary-fund-there-and-back-again/0BF6219DFE369F3C639F0C1A2D335C82
https://www.tandfonline.com/doi/full/10.1080/13501763.2014.994023
https://kluwerlawonline.com/journalarticle/Common+Market+Law+Review/50.3/COLA2013085
https://kluwerlawonline.com/journalarticle/Common+Market+Law+Review/50.3/COLA2013085
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6  The EU agreed to provide up to €1.4 billion, while the IMF supported Romania through a stand-by arrangement (SBA) 

for about €3.5 billion. In 2013, the agreement consisted of assistance amounting to €2 billion from the EU and 
approximately €2 billion from the IMF. 

7  The GLF was agreed in May 2010 and consisted of €52.9 billion in bilateral loans from euro-area countries and a 
€20.1 billion IMF loan. 

8  Council Implementing Decision (EU) 2015/1181 of 17 July 2015 on granting short-term Union financial assistance to 
Greece; OJ L 192, 18.7.2015, pp. 15–18. 

9  The contributions to the package were: €22.5 billion from the EFSM, €17.7 billion from the EFSF, €22.5 billion from the 
IMF, and bilateral contributions from the United Kingdom (€3.8 billion), Sweden (€0.6 billion) and Denmark 
(€0.4 billion). The remaining €17.5 billion was a contribution from Ireland itself (its treasury and national pension 
reserve fund). 

10  €26 billion of which was provided by the EU/EFSM, €26 billion by the EFSF and about €26 billion by the IMF. 
11  According to the new paragraph 3. 'The Member States whose currency is the euro may establish a stability 

mechanism to be activated if indispensable to safeguard the stability of the euro area as a whole. The granting of any 
required financial assistance under the mechanism will be made subject to strict conditionality'. 

12  See Strengthening economic governance in the EU, report from the task force to the European Council, 
21 October 2010. 

13  European Council conclusions, EUCO 25/1/10, Brussels, 30 November 2010. 
14  European Council Decision 2011/199/EU of 25 March 2011 amending Article 136 of the Treaty on the Functioning of 

the European Union with regard to a stability mechanism for Member States whose currency is the euro. 
15  The ESM can raise the funds by issuing financial instruments or by entering into financial or other agreements with 

ESM Members, financial institutions or other third parties. 
16  It is important to note that the ESM is thus allowed to purchase government bonds directly from the primary markets 

– something that the ECB is explicitly prohibited from doing under Article 123 TFEU. 
17  Bank-specific measures included an asset quality review and stress-test for Spanish banks, the recapitalisation and 

restructuring of banks and the segregation and transfer of impaired assets to an asset management company (SAREB). 
Measures for the sector included higher capital requirements, improved bank governance rules and upgraded 
reporting requirements. 

18  The IMF disbursed a further €1 billion. 
19  For more information on the ESM credit lines, see for example the relevant page on the ESM website. 
20  These include candidate and potential candidate countries, countries bordering the EU covered by the European 

Neighbourhood policy (ENP) and, in certain circumstances, other third countries. 
21  For example, the Instrument for Pre-accession, the European Neighbourhood and Partnership Instrument, or the 

European Development Fund. 
22  Only the first two tranches (€1.2 billion) were disbursed because four measures had been implemented by the time 

the availability period of the assistance expired in January 2018. 
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