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Introduction

The EU's Macro-Financial Assistance (MFA) was launched in 1990 to grant financial 
assistance to third countries experiencing short-term balance of payments difficulties. A total 
of 55 MFA decisions benefiting 23 countries have so far been approved, amounting to 7.2 
billion Euros, in the form of grants or loans, or a combination of the two. 

In recent years INTA has been involved in granting MFA first under the consultation 
procedure and, since the Lisbon Treaty, as co-legislator. Under the Treaty of Lisbon, the 
appropriate legal bases for decisions granting MFA are Articles 209(1) and 212(2) TFEU, 
depending on whether the beneficiary country is a developing country or not. In both cases, 
OLP applies.

Two ad hoc decisions have been adopted under Lisbon for Ukraine and Moldova. A third 
decision for Georgia has been held up due to a procedural disagreement: for the adoption of 
the Memorandum of Understanding (MOU), the EP is insisting on the "advisory procedure" 
used for Ukraine and Moldova, whereas Council wants the "examination procedure".

Until now, the EU has taken MFA decisions based on the Council's so-called "Genval 
criteria" of October 2002 which have been subject to case-by-case legislative decisions. 
Deeming this situation unsatisfactory, the EP's resolution of 2003 called for a framework 
regulation for MFA and thus, the Commission's proposal comes as a direct response to this 
demand. 

Commission Proposal 

According to the Commission, the main goals of its proposal are: 

– to create a formal legal instrument for MFAs to third countries,

– to introduce quicker, more efficient and streamlined decision-making for individual MFA 
operations,

– to agree rules and conditions among the EU institutions (to make the EP "co-owner of the 
rules"),

– to update and clarify some of the rules, most notably on the geographical scope of MFA,

– to align decision-making for MFA with other external financial assistance instruments. 

In its staff working paper, the Commission expressed its concerns over the current situation of 
case by-case legislative decisions, particularly in light of the mandatory eight week 
consultation of the national parliaments. Although MFA has made a valuable contribution to 
macroeconomic stability in the EU’s neighbourhood, current procedures tend to reduce its 
effectiveness and transparency. 

In its justifications, the Commission has mixed together two distinct issues: the goal of 
making MFA more effective and the need to agree clear rules and conditions for MFA 
disbursement. Your Rapporteur would recommend, for the purpose of this discussion, looking 
firstly at whether we agree with the rules governing the MFA, and separately at whether we 
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agree to the proposed decision making procedures.

The Rules

The "Genval criteria" make MFA assistance conditional on shared democratic, economic and 
geographical proximity, as well as the existence of an IMF scheme and financial discipline. 

Procedural Rules and Conditionality

The Commission has not altered the fundamental parameters of the "Genval Criteria" though 
some minor procedural rules have been modified. For instance, the Commission has removed 
the use of ceilings for the EU's proportion of the assistance (Article 5(2)), explaining they are 
difficult to calculate and impractical. It seems appropriate that the Commission is given 
sufficient flexibility in determining the appropriate ratio and a procedural straightjacket is 
avoided, whilst also ensuring that each assistance programme undergoes democratic scrutiny. 

The same logic applies to the split between grants and loans. The Commission’s proposal is 
somewhat vague on how the ratio of grants to loans is determined, stating that they shall 
consider "the level of economic development of the beneficiary country" but not explaining 
how this analysis will be used (Article 3(1)). Previously, grants have been part of the MFA to 
countries such as Albania (2004), Bosnia-Herzegovina (2004), Georgia (2005 and 2009), 
Lebanon (2007), Moldova (2007 and 2010) and Armenia (2009). 

The EP could introduce greater scrutiny on decision-making for grants and loans. As with the 
ceilings, the rapporteur considers that a balance needs to be struck between establishing clear 
rules and allowing the Commission room to tailor its assistance to the specific situation at 
hand. Past experience has shown cases where MFA has been used as a financial package akin 
to conditional debt forgiveness grants and your rapporteur feels that this practice should be 
avoided in the future.

Importantly, the framework regulation maintains the central complementary principle that 
MFA should only be granted where there is an IMF programme (Article 6(2)). This seems 
appropriate though consideration could be given to a case-by-case derogation from this rule if 
circumstances require. The rapporteur would like to stress that MFA must bring EU added-
value and should only occur where the EU can bring something to the table rather than act as 
an 'IMF top-up'. The EU could, in certain cases, consider taking the lead role in MFA 
operations as was the case for Bosnia Herzegovina (2004). 

Eligible Countries

Eligible countries include candidates for EU membership, potential candidates, ENP countries 
and, exceptionally, additional countries which are "politically, economically and 
geographically close to the EU" (art 2). In practise, this latter category has meant former 
Soviet republics in Central Asia. 

The rapporteur believes that these "additional partners" should be closely examined with the 
possibility that their selection should be formally approved on a case by case basis. The Union 
should only contribute where there is an EU added value and it is difficult to argue that the 
former Soviet Central Asian republics are politically, economically or geographically close 
enough to the EU to qualify. Your Rapporteur thinks that stability in the EU's immediate 
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neighbourhood and "Europeanisation" should be the key objectives of MFA and countries 
should be approved accordingly. 

More broadly, the Commission should better explain and disclose decisions on country 
selection and the inter-relation of MFA programmes to the EU’s other external financing 
instruments. 

Political Conditionality

Taking its lead from the "Genval Criteria", the framework regulation makes MFA support 
conditional on the presence of "effective democratic mechanisms, including multi-party 
parliamentary systems, the rule of law and respect for human rights" (Article 6(1)). At face 
value, this appears in line with the Union's responsibility under the Lisbon Treaty to promote 
its core values in external affairs. 

However, experience demonstrates that such conditionality is rarely practised. For example, 
the Centre for European Policy Studies study commissioned by the EP notes that the 2002 
MFA for Ukraine showed the EU "had little regard for the political pre-conditions". This 
pattern has been repeated in other cases and the application of conditionality could equally be 
questioned in the potential programme for Kyrgyzstan.

The rapporteur considers that the application of the pre-conditions must be strengthened and 
the political assessment by the Commission should become more formalised and transparent. 
Potential improvements include references to the criteria the Commission must use such as 
international corruption and transparency benchmarks. This could be accompanied by specific 
reporting requirements and a more effective evaluation involving the EP and the Court of 
Auditors. 

The democratic effectiveness of MFA could be further improved through an explicit reference 
to democratic and human rights policy measures in the MOU. Clearly some of the measures 
to strengthen financial accountability and transparency (Articles 6(4) and (5)) have a 
democratic side effect but to merely refer to "other priorities in the context of the Union's 
external policy" is not sufficient. Explicit measures on human rights and democratic 
mechanisms should be included in the MOU where applicable. Furthermore, deterioration in 
democratic conditions could be included as a reason for the suspension of the disbursement 
(Article 9(4)) while allowing sufficient time for these conditions to be met. 

In summary, the rapporteur feels that the regulation, as proposed, places sufficient emphasis 
on the Union's financial and economic interest but lacks suitable provisions for the EU's 
democratic interest.  

The Procedure

The Commission introduces the following decision-making procedure:

(i) examination procedure for:

– the adoption of country-specific decisions to grant MFA (Article 7(2));

– the adoption of decisions to either reduce the amount of funds made available 
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in the context of the assistance, to suspend or to cancel the assistance (Article 
5(3));

– agreeing consultancy contracts for support measures if the unitary value 
exceeds EUR 250,000 (Article 10(3)); 

(ii) advisory procedure for agreeing the MOU with the beneficiary country laying down 
the policy measures associated with the assistance (Article 7(4)).

Therefore, the Commission proposal removes the case by case OLP for each MFA and 
replaces this with a decision taken by the Commission and approved by the Council. In 
practice the EP would have no role in overseeing future MFAs. The use of delegated acts 
(Article 290 TFEU) is not foreseen for a single decision. It is true that by adopting the 
regulation the EP would become a "co-owner" of the MFA rules, but an important question is 
whether we are willing to give up our powers as co-legislator? 

Members should note that the current Commission proposal covers only the period until the 
end of 2013, and is thus meant to be only transitional. Thereafter the Regulation shall be 
replaced (or amended) to bring it in line with the other new instruments. 

Namely, the Commission proposes to use decision-making procedures similar to those used in 
other external financing instruments which date from the beginning of current (2007 2013) 
financial perspective (from the pre-Lisbon era) and will be soon replaced with new 
instruments and decision-making structures. Therefore, using the old decision-making 
procedures as an example in this case does not seem to be appropriate. 

Your Rapporteur agrees with the Commission that changes are necessary to establish clear 
rules and make MFA decision-making smooth and efficient. However, the total removal of 
parliamentary scrutiny over MFA is unacceptable. We should consider options which would 
allow the EP to exercise control over each MFA and defend our prerogatives under the Lisbon 
Treaty.


