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Summary

The financial assistance provided by the EU to its neighbours is of great impor-
tance to both the payer and the beneficiary. The EU wants to stabilise its prox-
imity and foster progress there, while its neighbours need financial support
to overcome obstacles in the process of change. Therefore, the issue of EU
assistance is of high importance and should be investigated further. This pol-
icy paper stems from the demand described above for a broader understand-
ing of EU financial assistance directed to countries belonging to the European
Neighbourhood Policy, with a closer look at the Eastern Partnership (EaP) re-
gion. The analysis includes financial flows from the EU to its neighbours in the
period 2007-2027. In retrospect, the policy document shows data on financial
assistance provided to ENP countries through the previous ENPI and ENI fi-
nancial tools. However, the main focus is on the assistance pledged by the EU
to the ENP region through the “Post-2020 EaP Priorities” and, more generally,
the NDICI financial toolbox in the Multiannual Financial Framework (MFF) for
2021-2027. The policy document also reveals less conventional financial tools
that the EU uses to trigger and support policy and policy transformation in the
region such as macro-financial assistance (MFA). In the face of Russian ag-
gression against Ukraine, the focus of the paper is also on taking stock of how
the EU reacted to support Ukraine through old and new European financial tool-
boxes. In conclusion, the policy document tables a set of recommendations for
EU institutions and Member States aimed at making EU assistance more pro-
portional in terms of geographical distribution (South, East and intra-regional)
and the type of assistance allocated (loans, grants, blending, etc.). The differ-
entiation criterion linked to EU membership perspective criteria, which indicate
the potential for flexibility of pre-accession funds, is also explored. Finally, EU
decision-makers are reminded of the importance of investing in transparency
and inclusiveness in the process of establishing the conditionality mechanism
towards third countries.
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Introduction

The EU attaches strategic importance to the Eastern Partnership (EaP)
as part of the European Neighbourhood Policy (ENP) because of its
importance in ensuring stability and the transformation of states on
the eastern external borders. On the one hand, due to recurring polit-
ical fluctuations within the region and the geopolitical revisionism of
Russia vis a vis Ukraine (annexation of Crimea and the militarisation
of separatism in Donbas and Luhansk in 2014-2022, followed by full-
blown war in 2022), Georgia, Moldova and Belarus, the EaP moved up
on the EU foreign policy list of priorities. On the other hand, the most
efficient way to engage substantially with and within the region is
through the implementation of sectoral reforms at the central and lo-
cal levels. This requires reforms of good governance, approximation of
laws and policies, and upgrading the functionality of state institutions.
To this end, the EU uses its budgetary resources and procedures to
finance transformation operations in the EaP countries and across the
entire region alike.

The geopolitical ambition to promote liberal values and a greater focus
on building resilience against internal and external adversities in the
eastern proximity volens nolens increases the capital intensity of the
EU's neighbourhood policy. This is reflected in the way Brussels mobi-
lises money' to support surrounding regions while showing a growing
geopolitical predisposition to invest in its visibility and relevance in the
closest and most Europeanisable region — the EaP? This policy paper
looks at the form, size and other particularities of financial assistance
that the EU spent in the past and desires to spend in next years for
the region’s development and stabilisation, including through the next
multiannual budget (2021-2027). It also examines the financial pat-
terns, when the EU applies the principle of differentiation towards the
southern and eastern groups of countries of the European Neighbour-
hood and within the Eastern Partnership alone. In light of the Russian
military aggression against Ukraine, launched in February 2022, the pol-
icy paper takes stock of some temporary and structural changes in the
EU's financial allocation logics towards Russia and Belarus, on the one
hand, and Ukraine (mainly), Moldova and Georgia, on the other hand.
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The structure of this policy paper consists of four parts. Firstly, the
major differences between the EU’s old and new budget planning are
outlined schematically, reflecting the expenditures to carry out in the
European Neighbourhood Policy. The second part outlines the particu-
larities of the financial commitments that the EU put on the table for
the Eastern Partnership region in terms of post-2020 projects. In the
third part, the focus is only the eastern neighbours most dedicated to
European integration (Georgia, Moldova and Ukraine), to which the EU
has made financial commitments over the course of 2021 (including in
early 2022). The fourth part identifies and describes the changes that
the EU adopted in reaction to the Russian military aggression against
Ukraine (2022), which includes the cancellation, redirection or increase
of allocations linked to three EaP countries and to Russia itself. Final-
ly, the policy paper ends with some conclusions and key recommen-
dations aimed at improving the EU strategy on financial assistance
provided to its eastern neighbours, bearing in mind the imperative to
address current geopolitical volatilities and future climate challenges.
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The new EU
multiannual budget
and its novelty for the
neighbourhood

EU budgeting for external assistance is continually evolving, given in-
ternal, regional and international rationalties and urgencies. Among
the most recent revisions concerning the European Neighbourhood
Policy (ENP) is the 2018 decision of the EU to change the multiannual
budget line from “Global Europe” to “Neighbourhood and the world”.
This change is accompanied by simplification of the financing instru-
ments that will make up the Neighbourhood, Development and Interna-
tional Cooperation Instrument (NDICI), a new financial tool established
in 2018. The EU justified the need for this reassembly with the aim
of “increasing the coherence, transparency, flexibility and efficiency”
of the EU’s external activity. Therefore, NDICI merges most of the old
instruments and represents the main financing instrument for EU co-
operation with partner countries, including ENP countries.

In 2020, EU decision-makers reduced the initially planned budget for
the “Neighbourhood and the world” line from €118.2 billion, proposed
in 20184 to €98.4 billion, as established by the EU in July 20205. These
new changes led to an increase in the financial distribution for “Global
Europe”, which represented €58.7 billion during the multi-year budget
2014-2020 to a budget of €98.4 billion to be spent in 2021-2027 as part
of the new dimension of “Neighbourhood and the World” (see Figures
1 and 2).

The annual financial distribution in 2021-2027 will represent amounts
ranging between €12.5 billion and €15.5 billion. This is higher than the
money allocated for “Global Europe” on an annual basis in 2014-2020
(see Figures 3 and 4). However, the increase is due more to the reor-
ganisation and restructuring of existing instruments than to a massive
injection of new money earmarked for the EU's external actions.
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Figures 1 and 2: EU Multiannual Financial Framework represented in total commitments
(left) for 2021-2027 and 2014-2020° respectively (right), € million (calculated in 2018 and

2011 prices respectively)’

Source: Author’s compilation of the EU’'s Multiannual Financial Frameworks for 2014-2020 and 2021-2027

based on data available at https://ec.europa.eu/
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Figures 3 and 4. Representation of the EU’s long-term budget for the Neighbourhood and the
World in 2021-2027 (left) and Global Europe in 2014-2020 (right), € million (calculated in 2018

and 2021 prices respectively)

Source: Author's compilation of the EU’'s Multiannual Financial Frameworks for 2014-2020 and 2021-2027

based on data available at https://europa.eu/

In line with the new Multiannual Financial
Framework 2021-2027,2 the NDCI absorbed
the financial resources previously operated
by the European Neighbourhood Instrument
(ENI) in 2007-2014 (€15.4 billion). The NDICI
will serve to finance the EU's external actions.
Its budget constitutes €70.8 billion (€79.4 bil-
lion in 2020 prices®) or approximately 72% of

the total amount under the heading “Neigh-
bourhood and the World” (€98.4 billion). The
“Pre-accession assistance” (€12.5 billion)
and “European Peace Facility"'® are the oth-
er two channels for EU funding towards third
countries, included under the heading “Neigh-
bourhood and the World”. The NDCI budget
structure is fourfold:


https://ec.europa.eu/
https://europa.eu/

= First, it comprises the amounts earmarked
for geographic programmes, with at least
€17.2 billion (€19.3 billion at 2020 pric-
es'") for ENP countries (17 countries and
territories’?). That is about €5 billion more
than what the EU has earmarked for the
four Western Balkan countries (Albania,
Serbia, Montenegro and the North Mace-
donia), which are part of the pre-accession
dialogue. However, if divided by country,
the budget of the ENP countries seems in-
significant at approximately €1 billion per
country. This is three times less than that
of the four Western Balkan countries (€3.1
billion per country). It is worth noting that
in the past, the EU used money from the
“pre-accession” funds for the ENP coun-
tries — Georgia, Moldova and Ukraine — as
described in the following sections (see An-
nexes: Table 10).

= Second, NDICI contains €5.6 billion for the-
matic programmes, such as human rights,
democracy, civil society organisations, etc.

= Third, €2.8 billion is budgeted from NDICI
for rapid response actions.

= The fourth and last part of the NDCI, with
€8.4 billion in its portfolio, aims to solve
unforeseen situations (crisis and post-cri-
sis management, migratory pressure). Dis-
bursement of assistance for EU external
action will be subject to the conditionality
mechanism, which implies both respect for
international law and commitments to sec-
toral reforms.

Intra- and interregional
unbalanced EU assistance

Although the EU has put almost €70 billion
on the table to develop cooperation with its
neighbours, financial support has not been
linear within the ENP (South and East dimen-
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sions) and the EaP examined separately. This
is due to geographic proximity and geopo-
litical logic. Between 2007 and 2020, the EU
financial help distributed to its eastern and
southern neighbours was similar when as-
sessed by region: south and east, respective-
ly. In 13 years, the 10 southern ENP countries
received around €17.3 billion (or €1.7 billion
per country), while the eastern neighbours
benefited from €7.7 billion (or €1.1 billion per
country). The first impression seems to indi-
cate that the EU has been practically as gen-
erous with the South as with the East.’ How-
ever, a more nuanced analysis paints a more
complex picture, showing that financial sup-
port has been largely unbalanced, both within
and between the two neighbouring regions.

To begin with, after looking comparatively at
the two neighbourhoods, various imbalanc-
es can be seen if EU assistance is estimated
taking into account the size of the popula-
tion.”* For example, the EU provided Israel'®
(8.6 million inhabitants) with €7.6 billion in
2007-2020 compared to Ukraine (43.2 million
inhabitants) that received €2.3 billion. Even
without counting assistance per capita, Isra-
el, which is not a direct neighbour, has benefit-
ed from almost 4 times more financial alloca-
tions than Ukraine, which borders the EU. The
fact that Israel had access to more funding
could be due to a longer tradition of coopera-
tion with the EU, renewed based on the 2000
Association Agreement. In political terms,
however, the EU’s relationship with Ukraine
has become much more dynamic, especial-
ly after the first Russian aggression in 2014
(annexation of Crimea, separatist regions in
Donbas), than with Israel, with which no As-
sociation Council was held in 2012-2019.'
It is worth mentioning that financial support
to Ukraine does not entail macro-financial
assistance (MFA), which constituted around
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Figure 5: Representation of EU assistance for the collective southern neighbours according to

amounts consumed/paid, € million, 2007-2020

Source: Author's compilation based on examination of the data available in the EU Financial Transparency

System, https://ec.europa.eu/budget/fts/index_en.htm

€5 billion in loans, transferred in 2014-2020
(see Table 4, p. 12). In the wake of the second
Russian military aggression in 2022, support
for Ukraine will more than multiply, narrowing
the gap with EU assistance to Israel or even
surpassing it in many respects.

Another interregional discrepancy can be ex-
emplified using the case of Georgia (3.9 mil-
lion inhabitants) which received €1.2 billion
(excluding MFA) in 13 years or almost twice
as much EU money per citizen as Tunisia (11.7
million inhabitants), to which the EU allocated
€2.2 billion (see Annexes: Table 8, p. 18).

At the same time, there are significant dif-
ferences between countries within the same
region. In the Southern Neighbourhood, the
main and most obvious difference is between
Israel and the remaining nine countries (see

Figure 5). On the eastern flank, the situation
is more nuanced. For example, variations in
EU assistance between Russia and Ukraine
stand out, albeit at different points on the
time axis.

Figure 6 shows that the main recipient of
EU financial support has been Ukraine since
2014, which coincides with both the imple-
mentation of the Association Agreement and
Russian aggression. Simultaneously, the EU
slashed disbursements to Russia since the
year it began to apply sanctions related to
Ukraine (for the occupation of Crimea'” and
after the downing of the MH17 plane'®).

In 2014-2020, Georgia, which is 34 times
smaller in population terms, received more
assistance from the EU than Russia, which
became a major loser of EU assistance in


https://ec.europa.eu/budget/fts/index_en.htm
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Figure 6: Representation of EU assistance for the eastern neighbours according to amounts

consumed/paid, € million, 2007-2020'

Source: Author's compilation based on examination of the data available in the EU Financial Transparency

System, https://ec.europa.eu/budget/fts/index_en.htm

the recent past. Moldova?® and Belarus wit-
nessed shaky EU assistance due to internal
setbacks. After the fall of the oligarchic re-
gime in Moldova, the country re-established a
vibrant dialogue with EU institutions that re-
flected the positive impact of EU assistance.

The most dramatic drop in assistance has
been to Belarus, against which the EU has ap-
plied five rounds of sanctions since the 2020
presidential elections called “neither free nor
fair"?' EU assistance has a tendency to fluctu-
ate even more in the eastern part of the ENP
than in the south, mainly due to geopolitical
interconnectedness with the region and Rus-
sia's growing opposition to deepening Euro-
pean integration.

The differences between the amounts of
assistance transferred to neighbours in the
south and the east show once again that
there are no technical criteria to guide the
logic of EU financing towards its neighbours.
Consequently, financial support is adapted
to each country and has a strong causality
with the quality of the EU’s bilateral relations
with the recipient country at any given time.
In addition, assistance is geopolitically con-
textualised. In other words, the allocation of
EU funds is driven by strong political subjec-
tivity and rather weak technical criteria on
the basis of which allocations are distributed
among neighbouring regions.


https://ec.europa.eu/budget/fts/index_en.htm
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The new post-2020
agenda for the EaP -
money for all six

Stabilisation and resilience building became driving motivations for
the EU in the EaP region from 2015-2016, reflecting the objectives of
the Global Strategy (2016),?? the revised ENP (2015) and the conclu-
sions of the Summit of Riga Eastern Partnership (2015).2 Towards this
end, the EU designed the first iterations of the “2020 deliverables”?
published in 2016, which led to more practical, dynamic and close co-
operation between the EU and the six EaP countries.

The first “deliverables” proposed 20 overarching priorities to be imple-
mented in 2016-2020. Actions initially revolved around priorities and
were less country-oriented. Subsequently, the EU gradually began to
emphasise the benefits that each of the six EaP countries was receiv-
ing through individual projects and programmes.?® However, the ap-
proximate budget for “Deliverables 2020"” has never been published in
its entirety. This is mainly due to the fact that the idea of “deliverables”
came about after the approval of the 2014-2020 EU Multiannual Finan-
cial Framework. Nonetheless, to financially cover the “deliverables”,
the EU used the ENI's financial envelope.?®

The second and latest iteration of “deliverables” was developed before
the sixth EaP summit in Brussels (December 15, 2021) — “Post-2020
EaP priorities”.?” This time the approach was more specific in terms
of financial distribution per field of action and per country.?® The EU
pledged to support actions leading to “recovery, resilience and reform”
in the eastern neighbourhood. In this sense, the “post-2020 delivera-
bles” document stipulates five objectives and 10 priority targets® until
2025 (see Table 1).
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Table 1. The objectives and priority targets envisaged per country under the “post-2020 EaP

Priorities”

Source: Author's compilation based on the “Post-2020 EaP priorities” document.

5 objectives 10 Priority Targets

1. Resilient economy (together for resilient, sus- 1.Competitive and innovative economies;
tainable and integrated economies); 2. Rule of law:
2. Resilient institutions (together for accountable |3- Security and cyber resilience;
institutions, the rule of law and security); 4. Sustainable and smart connectivity;
3. Resilient environment (together towards envi- > Pfeople and .kn-owledge somet-y; o
ronmental and climate resilience): 6. Diverse societies and strategic communication;
| q | her f | 7. Health resilience;
4. Resilient digital space (together for a resilient .
- grial sp (tog 8. Sustainable energy;
digital transformation);
9. Digital transformation;
5. Res-ilient sc.>ci.ety (together for resilient, fair and | 10 Environment and climate.
inclusive societies).

To support post-pandemic economic recov-
ery, intra-regional interconnectivity and dig-
ital and climate transition in the region, the
EU offers less than €20 billion: €2.3 billion in
grants and investments for an economic and
investment plan and up to €17 billion in pub-
lic and private investments.?%3! The two main
sources of funding will be the European finan-
cial institutions (the European Investment
Bank and the European Bank for Reconstruc-
tion and Development) and the NDICI (for
the blending and grant components). Figure
3 shows that the two areas/actions that will
consume the most EU investment are “trans-
port connectivity” (€4.5 billion) and “sustaina-
ble energy” (€3.4 billion). On the opposite side
are “competitiveness” (€500 million), “health
resilience” (€600 million) and “climate resil-
ience” (€750 million).

The same amount of around €20 billion will
be divided for the needs of six EaP countries
into five groups of flagship initiatives/ac-
tions. As Table 3 illustrates, the four invest-
ment directions are identical for all six coun-
tries: 1) support for the innovative economy;
2) environment; 3) connectivity; and 4) digi-
tal transition. However, some of the actions
characterise the particular local needs of the
country: improving trade with the EU (Moldo-
va, Belarus); economic transition in rural ar-
eas (Ukraine); economic recovery (Georgia);
accountable democracy (Belarus). This prin-
ciple, customised for each country, indicates
that both the EU and host countries pay at-
tention to the relevance of investment, clearly
integrating the problem-oriented approach.
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Table 2. The EU’s investment plans per sector under the “Post-2020 EaP Priorities, €, 2021-

2025

Source: Author's compilation based on the “Post-2020 EaP priorities” document.

Area of investment Amount

1. Transport connectivity €4.5 billion

2. Support for SMEs 2 151 E::::g: Elt?yciasls(i:il:gez(rzz)en bonds)
3. Strengthen competitiveness and integration in the EU value chain | €500 million

4. Digital transition €1.5 billion

5. Sustainable energy €3.4 billion

6. Climate resilience €750 million

7. Health resilience €600 million

8. Knowledge societies €1.3 billion

Due to increased political commitment and in-
terest in further European integration, a large
part of the announced financial support nat-
urally goes to Georgia, Moldova and Ukraine.
They will need increasing assistance from the
EU as they have made known their strategic
objectives to advance integration with each
other and with the EU within the framework of
the “Associated Trio".32 The second Russian
military aggression has accelerated this pro-
cess, as evidenced by the synchronisation of
Ukraine and Moldova into the European elec-
tricity grid in 2022,% in the past scheduled for
2025. Next in line to ask the EU for more help
is Armenia, which started implementing CEPA
in March 2021. Azerbaijan appears to be one

of the most self-sufficient countries in the
region, making assistance from the EU less
stringent. Belarus' participation in EU-funded
initiatives is complicated by the serious dete-
rioration of bilateral political dialogue and the
EU’s decision not to recognise the legitimacy
of the Minsk political regime. In the case of
Belarus, EU funds are cancelled for projects
carried out with the authorities associated
with the Alexandr Lukashenko regime both
due to the democratic regression of 2020 and
more recently for facilitating the Russian in-
vasion of Ukraine in 2022. To a large extent,
these trends are also reflected in the amounts
the EU programmed for investments under
the “post-2020 deliverables” (see Figure 7).
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Table 3. The Flagships/Actions envisaged per country under the “Post-2020 EaP Priorities”*

Source: Author's compilation based on examination of the “post-2020 EaP Priorities”.

Armenia Azerbaijan Belarus Georgia

Green connec-
tivity

Supporting a
sustainable,
innovative and
competitive
economy

Supporting an EEETEN:E]
NHEEHERGE connectivity
competitive

economy

Flagship 1

Boosting con-
nectivity and

socio-economic
development

Digital connec-
tivity

Improving
transport
connectivity
and facilitat-
ing EU-Belarus
trade

Transport
connectivity
across the
Black Sea

Flagship 2

Investing in the Bl |E] Boosting inno- Sustainable
digital transfor- EUSEIREL] vation and the economic
mation, inno-  ERWEEINNC[G0N digital trans-  recovery
vation, science [ElleRelolplolclij(i7-M formation

and technology [Ele)31}%

Flagship 3

Supporting a
green Belarus

Digital con-
nectivity for
citizens

Flagship 4

Smarter and
greener cities

Improved air
quality

Investing in a
green Yerevan

Investing in a
democratic,
transparent
and accounta-
ble Belarus

Flagship 5

Moldova

Supporting a
sustainable,
innovative,
green and
competitive
economy

Boosting
EU-Moldova
trade

Increasing en-
ergy efficiency

Improving
connectivity

Investing in
human capital
and prevent-
ing ‘brain
drain’

Ukraine

Supporting a
sustainable, in-
novative, green
and competitive
economy

Economic tran-
sition for rural
areas

Improving
connectivity
by upgrading
border crossing
points

Boosting the
digital transi-
tion

Increasing
energy effi-
ciency support
for renewable

hydrogen
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Figures 7 and 8: Representation of EU assistance for the six Eastern Partnership countries by
flagship/initiative in € (left) and by form of assistance in % (right) in the post-2020 period.

Source: Author’'s compilation based on examination of the “post-2020 EaP Priorities”.
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Notably, only investments for Ukraine and
Moldova include net grants (see Annexes:
Table 7). Before Russia launched the military
assault on Ukraine, the “Post-2020 EaP Prior-
ities” envisaged grants worth €100 million to
Ukraine for economic transition in rural areas
and another €25 million to Moldova to address
the “brain drain phenomenon”. In addition,
grants to Ukraine also included €100 million
for the development of renewable hydrogen
production capacity, which also includes a
national contribution. Figure 8 indicates that
although Georgia is geopolitically close to the
EU like Moldova and Ukraine, it was not sup-
posed to benefit from grants at all. The dem-
ocratic setback Georgia experienced in 2021

Post-2022 EU Assistance to Eastern Neighbours:

could be one of the reasons the grant compo-
nent is missing in pure form.®® Interestingly,
although the Georgian authorities renounced
EU loans in 2021 to avoid rule of law condi-
tionality before local elections, they accept-
ed the idea of contracting new EU loans for
the next few years. For understandable rea-
sons, the EU will be compelled to revise the
“Post-2020 Eastern Partnership Priorities” in
order to more fairly distribute existing funds.
Russian military aggression is the main fac-
tor, but not the only one. Another could stem
from the eventual positive decision of the EU
regarding the applications for membership
that Ukraine, Moldova and Georgia submitted
in February-March 2022.
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Financial demand for
the “Association Trio”
an imminent increase?

As the aforementioned findings indicate, EU financial support to the
EaP region is not at all linear. The augmentation or decrease in assis-
tance is driven primarily by local dynamics and the broader geopolitical
context. The most significant contribution to growing EU interest in the
eastern neighbourhood is due to the Association Agreements/DCFTAs
signed with Georgia, Moldova and Ukraine in 2014. The EU assumed
obligations that imply growing financial assistance to support the im-
plementation of these ambitious deals with three of its eastern neigh-
bours. Other financial commitments stem from compliance with visa
liberalisation agreements®® and other initiatives, such as the observa-
tion and advisory missions in Georgia, Moldova and Ukraine to address
concerns around separatist territories.>” The establishment of the “As-
sociation Trio” format by Georgia, Moldova and Ukraine, which produc-
es further differentiation within the EaP, as well as the application to
join the EU, naturally leads to claims for new financial support from the
EU. However, the most urgent costs are caused by the enormity of the
war destruction inflicted by Russia on Ukraine. In the first month of the
war, they were estimated at approximately $63 billion.?8 In addition, the
war itself produced other unexpected costs that Ukraine and Moldova
faced with respect to the management of internally displaced persons
and refugees, respectively.

Past geopolitical disputes between the EU and Russia have increased
the costs of the EU’s rapprochement with the neighbourhood both
directly and indirectly. Russia’s restrictive measures against Eastern
Partnership countries with pronounced European aspirations prompt-
ed additional assistance needs from Brussels. More precisely, the EU
allocated financial assistance in the form of grants and loans to miti-
gate the effects of the war (Georgia, Ukraine), trade restrictions (Mol-
dova, Ukraine) and gas disputes with Russia (Moldova, Ukraine) during
2008-2021.
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Traditionally, the EU operates two categories
of financial assistance towards partner coun-
tries from its neighbourhoods. One is based
on programme-based or conventional tool-
based financing, which is specific and gener-
ally predictable in terms of disbursements.
From a legal point of view, funding decisions
are made in three very strict frameworks
through (1) annual and multiannual action
programmes; (2) individual measures; and (3)
special measures for unforeseen situations
and “duly justified circumstances”.** The
programme-based funding or conventional
tools were integrated into NDICI's financial
envelope under the MFF for 2021-2027. The
macro-financial assistance (MFA) represents
the second category, which is a rather uncon-
ventional tool influenced by political volatili-
ty and not coherently embedded in existing
easy-to-trace EU budget mechanisms. If na-
tional governments do not meet or refuse to
meet sectoral conditions, the country cannot
access EU loans. The MFAs are sporadic and
depend on the timing of the request and the
credibility of third-country governments, their
cooperation with the International Monetary
Fund (IMF), and the quality of implementation
of political and sectoral conditions.

Programme-based
assistance

From 2007 to 2020, the EU operated with two
major financial instruments dedicated to the
ENP countries and, in particular, to the EaP re-
gion and the three associated countries: ENPI
(2007-2014) and ENI (2014-2021). However,
a long list of programmes played a comple-
mentary role. The EU has used up to 14 pro-
grammes in relation to Georgia, Moldova and
Ukraine from 2007-2020 (see Annexes: Tables
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9 and 10). The largest number of programmes
applied to Ukraine (2018: 14 programmes).
However, the three partner countries partici-
pated in an average of four to seven similar
programmes. Although these countries do not
have a European perspective recognised by
the EU, they have benefited from “pre-acces-
sion” funds (Ukraine: 2014-15; Georgia — 2016,
2019; and Moldova - 2019). This evidence en-
sures that, at any given time and under cer-
tain circumstances, the EU can make financial
resources available from its “pre-accession’
pocket* for the needs of the partner countries
not yet considered for membership.

The dynamics of assistance provided annu-
ally to Georgia, Moldova and Ukraine varied
from 2007-2018. Several interesting aspects
of the Annual Action Programmes (AAP)*
stand out (see Figure 9). First, Georgia is the
only country that has received EU funding on
a consistent basis from 2007 to 2018. Sec-
ond, EU assistance to Moldova collapsed two
times, in 2017 and 2020, (see Figure 10), main-
ly due to the phenomenon of “state capture”#
and the pro-Russian government in 2020.%
Third, the missing AAP for Ukraine in 2017
is explained by the continuation of funding
based on the 2016 Special Measures* and
the adoption of a new SSF for 2018-2020. The
case of Ukraine indicates that the EU is capa-
ble of adapting its financing logic according
to the individual circumstances of the receiv-
ing country.

It should be noted that the Annual Action
Programmes were financed under the ENPI
and ENI instruments. The ENI established
in 20144 made financial resources available
to the EU for the Annual Action Programmes
(AAPs) established for the EU's neighbours
(both non-associated and associated coun-
tries), within the framework of the Single
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Figures 9 and 10: The dynamic of EU assistance for Georgia, Moldova and Ukraine, as foreseen
in the Annual Action Programmes (left) and as Committed Consumed/Paid Assistance (right),
€ million, 2007-2020%

Source: Author's compilation based on examination of the data available in the EU Financial Transparency
System (https://ec.europa.eu/budget/fts/index_en.htm) and the EU Annual Action Plans for Georgia, Moldo-

va and Ukraine, elaborated between 2007 and 2018 (https://ec.europa.eu/neighbourhood-enlargement).



https://ec.europa.eu/budget/fts/index_en.htm
https://ec.europa.eu/neighbourhood-enlargement
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Multiannual Support Frameworks (SSF). The
preparation of the multiannual budget*’ takes
into account: 1) the previous performance,
level of ambitions and political dialogue
of the recipient country with the EU; and 2)
goals of the bilateral agendas between the
EU and the neighbouring country (envisaged
in the Action Plans or Association Agendas)
and the national strategies of these coun-
tries. As a rule, the funding of specific actions
under the AAPs takes place under the “direct
management” of the EU (through the coordi-
nation of EU Delegations on the ground) or
under “indirect management” (via entrusted
international organisations, etc.).*®* These
types of annual and multiannual planning of
EU financial allocations to EaP countries (and
the ENP region as a whole) have proven to be
reliable and rigid-free so far and will continue
to be used in the NDICI financial instrument.

Macro-financial assistance —
a financial way to promote

painful reforms

The EU has been actively using macro-finan-
cial assistance (MFA) to influence reforms
in associated neighbours — Georgia, Moldo-
va and Ukraine.* The combination of loan
and grant components made the EU's MFAs
very attractive to third countries, represented
equally by “candidate and potential candidate
countries, countries bordering the EU covered
by the ENP".%° Due to frequent use, the MFA
has become consolidated and standardised
as an intrinsic part of the EU toolbox to pro-
mote the goals of European integration at po-
litical-legal and economic levels in the three
associated countries (see Table 4). At face
value, Ukraine received the largest financial
support from the MFA: around €4 billion be-
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tween 2014 and 2020. In terms of MFA distri-
bution per capita, Ukraine is also in the lead
(approximately 43 million inhabitants, more
than €90 per capita), followed by Moldova
(approximately 2.6 million inhabitants, more
than €60 per capita) and Georgia (approxi-
mately 3.7 million inhabitants, more than €40
per capita). Although Ukraine received the
largest MFA, it consisted solely of loans and
without grants, unlike Georgia and Moldova.

It is true that the impact of the EU MFA has
increased significantly after it developed its
own conditionality mechanism of condition-
ality that financially rewards the recipient
country for the implementation of reforms.
Conditionality was declared an underlying
principle of the EU’s post-2020 financial as-
sistance to its eastern neighbours®' without
linking it specifically to programme-based
budget support or MFAs. In reality, only fi-
nancing arrangements under the MFA explic-
itly mention conditionality.

Rather than requesting only the implementa-
tion of reforms included in the country-related
programmes with the IMF, the EU has begun
to adopt independent positions on the quality
of reforms in third countries. The EU provides
its MFA assistance only after all political and
policy conditions are met. The degree of com-
pliance is evaluated before the new tranche
of the agreed MFA is disbursed. The Mem-
oranda of Understanding (MoU) that the EU
signed with Georgia, Moldova and Ukraine
in 2009-2021 included conditions targeting
policy areas with the most urgent reforms
needed. In the latest version of the MoUs,
the recommendations on internal reforms
integrated ideas collected from civil society
actors (through informal meetings), comple-
menting requests to national governments
designed independently by the EU in Brus-
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Table 4. The EU's MFAs offered in the form of grants, loans or combined to Georgia, Moldova

and Ukraine, 2009-2020

Source: Author's compilation based on the European Commission’s reports on MFA. The MFA for Moldova

in 2019-20 and Ukraine in 2015-17 were incomplete because of the expiration of the financing programmes:

Moldova received only €60 million out of €100 million and Ukraine €1.2 billion out of €1.8 billion. Moreover,

only half of the 2020 MFAs dedicated to post-pandemic economic recovery were disbursed by May 2021.

To make the table readable the countries are abbreviated as follows: Georgia — GE, Moldova — MD, and

Ukraine — UA.
Grants Grants and loans Loans
MFA | GE: €46 million (2009-10) - UA: €610 million (2014-15)
MD: €90 million (2010-12)
MFA I - GE: €46 million (2015-17) UA: €1 billion (2014)
MD: €60 million (2019-20)
MFA 1l - GE: €45 million (2018-20) UA: €1.2 billion (2015-17)
MFA IV - - UA: €1 billion (201 8-20)
MFA Pandemic |- - GE: €150 million®? (2020-21)
MD: €100 million (2020-21)
UA: €1.2 billion (2020-21)

sels. Traditionally, the greater the dependen-
cy of the third country on foreign assistance,
the greater the impact of EU MFAs. Further-
more, the rule of law and not sectoral reforms
represent the ultimate criteria.>® This can be
seen in Moldova in 2015 and 2018 when the
EU suspended the MFA following the 2014
bank fraud scandal and the cancellation of
elections in the country’s capital.5

Although some partner country governments
have tried to circumvent conditionality, devia-
tions carry two significant political costs. On
the one hand, non-compliance with the condi-
tions has reputational consequences with a
strong echo abroad and, on the other, the ero-
sion of external credibility leaves a deep mark
on domestic legitimacy that affects the pros-
pects of remaining in office. Consequently,

governments in favour of reform and Europe-
an integration, when they come to power, can
“entrap” their countries into short- and medi-
um-term reform-drive international commit-
ments by signing new MFAs with the EU. This
makes it difficult for less reform-oriented suc-
cessors to back out of foreign agreements.

To increase the efficiency of the MFAs (which
also include grants) offered by the EU to its
eastern neighbours, a regular or periodic
evaluation by the European Court of Auditors
could contribute beneficially to transparent
use of the MFAs. To the same end, the inves-
tigative mandate of the EPPO (EPPO)% could
be extended on all funds, including the MFAs,
provided to third countries (grants).

The utility of MFAs goes beyond the obvious
effects of the financial support provided by
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the EU that implies political incentives for pol-
icy changes in the European neighbourhood.
Although the MFAs specify that the EU takes
into account the real needs of countries in
terms of economic and structural reforms, as
well as political preconditions, the EU should
introduce, on a mandatory basis, consulta-
tions with civil society organisations, trade
unions and political opposition forces. Tak-
en to the next level of transparency and in-
clusiveness in setting conditions, MFAs can
expand the potential for policy and political
transformation in recipient countries of the
ENP region. Due to the conditionality mech-
anism, MFAs have the advantage of rein-
forcing conventional EU financial assistance
tools (through programmes) to achieve faster
changes on the ground, which must also be
durable, locally owned and financially viable
over the long term.

However, MFAs and similar assistance of-
fered by the EU to its neighbours should be
implemented differently in times of emer-
gency similar to Russia’s military aggression
against Ukraine. It is clear that EU financial
support, including MFAs, should be available
during normal times with full conditionality
attached and become condition-free or adopt
“soft conditionality” for periods of emergency.

EU funding for eastern
neighbours and the
implications of the Russian
war against Ukraine

In the face of critical developments in the
eastern neighbourhood, the EU has moved
away from the initial parameters of project-
ed financial assistance for the region. The
rapid adaptation of the EU to these new cir-
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cumstances indicates a certain degree of
resilience in dealing with the cascading re-
gional crises caused by the Russian military
aggression against Ukraine. The rather con-
servative thinking of EU financial assistance
underwent several changes that may have
long-term consequences for programmes
and projects carried out in the eastern neigh-
bourhood, which were eligible for EU financial
assistance before the Russian aggression.

First, the EU has prepared a new financial aid
package for Ukrainians affected by the war in
2022, worth about €90 million. After the first
Russian aggression against Ukraine in 2014,
the aid allocated by the EU amounted to €193
million%® in 7 years. Brussels has pledged to
allocate almost half of this to Ukraine and
Moldova in 2022 alone. Moldova’s support
was requested to manage accommodation
and care for Ukrainian refugees, who received
shelter during the active phase of the war. For
this purpose, the EU agreed to support Mol-
dova with €15 million®” to manage the refu-
gee crisis triggered by the large population of
Ukrainian refugees hosted by Moldova (up to
110,000 people who stayed until relocation
or permanently of the 330,000 who entered
the country).

Second, to secure the resources to start
Ukraine's reconstruction immediately after
the war, the EU has announced the creation
of the Ukraine Solidarity Fund, which will be
a platform to attract both European and in-
ternational financial support. The reconstruc-
tion costs could exceed €100 billion. Such
funds could be used to combine reconstruc-
tion with the country’s future EU accession
process, as under pressure from Russian
aggression, the EU is likely to offer Ukraine
candidate status in 2022-23. The decision
was taken during the European Council at the
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end of March 2022.5¢ On the same occasion,
the EU established the Food and Agriculture
Resilience Mission (FARM), which will also
be used to support the food security and ag-
riculture of Ukraine as part of the effort to re-
store food supply chains interrupted by war.
Before the war broke out, the EU had already
placed €1.2 billion of emergency MFA online
for Ukraine to stabilise the financial situa-
tion,*° half of which was received without con-
ditions®® during the first month of the Russian
military aggression.

Third, the EU has opened a new line of financ-
ing for the Ukrainian army, a historic decision
that allows EU money to be allocated for the
purchase of military equipment for defence
projects against the Russian invasion. To
this end, the EU has revised the scope of the
European Peace Fund and doubled the initial
funding for Ukraine to €1 billion.®" In Decem-
ber 2021, the EU prepared assistance pack-
ages to build the capacity of the Georgian De-
fence Forces (€12.7 million), military medical
services and the Moldovan Engineering Bat-
talion (€7 million) and mechanisms for man-
aging the Ukraine crisis (€31 million).5? After
the war, funds from the European Peace Fund
for Ukraine increased 33-fold.

Finally, the EU suspended financial support
for cooperation programmes with Russia
and Belarus. More precisely, the EU stopped
sending money to the two countries in nine
cross-border programmes®® and the trans-
national Interreg Baltic Sea programme® for
the period 2021-2027. In the past, Russia ac-
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cessed €178 million during the MFF for 2014-
2020 through these programmes.® The ben-
efits for Belarus reached €257 million. At the
same time, the EU has decided to increase
the border cooperation between Ukraine and
neighbouring EU states, which could require
funds previously used for Russia and Bela-
rus. Another of the cuts inflicted on Russia's
funding in the field of research was made
within the framework of Horizon, where the
European Commission has prohibited the
signing of new contracts.®® The EU has once
again shown that it is capable of mobilising
resources and political will in times of cri-
sis. The Russian aggression against Ukraine
opened up many avenues of EU aid not only
for Ukraine, which is facing destruction on a
historic scale at the hands of Russian mili-
tary attacks, but also for small countries like
Moldova, which is facing the spiralling con-
sequences of war (the refugee influx). In ad-
dition to finding new resources in long-term
budgeted funds until 2027, the EU has also
shown determination to stop funding Rus-
sia and Belarus, freeing up funds that can be
used to further help Ukraine. In general, the
EU financial assistance ecosystem allows for
innovative and exceptional decisions when
the right political will exists among the EU in-
stitutions and Member States alike. Ukraine’s
resistance of Russian aggression has shaken
the EU's moral compass, forcing it to show a
willingness to grant financial assistance to a
non-EU country struggling to gain EU candi-
date status, along with its smaller peers from
the EaP region, Georgia and Moldova.
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Conclusion and
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recommendations

The current policy paper comparatively ana-
lysed the contexts in which the EU offers fi-
nancial support to its neighbours. The paper
revealed at least seven important aspects re-
lated to the money that the EU has directed to
its neighbours.

First, the new MFF for 2021-2027 contains
more financial resources for ENP countries.
However, this thicker financial cushion is due
to the merging of numerous financial tools,
not the injection of significantly more money.
NDICI is the new “financial tool” that will serve
to finance the EU’s external actions, including
in the ENP region.

Second, the EU provides financial assistance
to its southern and eastern neighbours based
on the country principle. Thus, there are
countries that collect the most financial sup-
port in both the South (Israel) and the East
(Ukraine). The EU generally does not consider
population size when providing assistance
to its neighbours, making assistance appear
disproportionate, especially when comparing
the southern and eastern regions of the ENP.

Third, the Eastern Partnership “post-2020 de-
liverables” are better structured and contain
country-related investments. This is an im-
provement over the first iteration of deliver-
ables for the Eastern Partnership countries
issued in 2016. However, unlike Moldova and
Ukraine, the rest of the Eastern Partnership
countries are not expected to benefit from
grants in pure form. Furthermore, the EU pri-

oritises investments to increase transport
connectivity over health and climate resil-
ience.

Fourth, although the EU establishes Annu-
al Action Programmes for each of the re-
cipient countries, it can also use additional
funds, including those from “pre-accession”
pockets, as it did with Georgia, Moldova and
Ukraine. Thus, more money can be offered
for those countries that perform well in the
field of reforms.

Fifth, EU macro-financial assistance has the
hidden role of trapping recipient countries
in a reform agenda. Despite electoral cycles,
national governments are reluctant to with-
draw from reforms that were included as
conditions for EU funds for fear of high po-
litical costs. However, more transparency is
needed to improve the efficiency of EU MFAs
both during the establishment of sectoral
conditions, by consulting civil society organi-
sations, trade unions and the political opposi-
tion, and throughout all assistance disburse-
ment cycles.

Sixth, geopolitical instability in the eastern
neighbourhood forced the EU to relax condi-
tionality. This only encourages the idea of de-
veloping two types of approaches towards the
conditionality mechanism. In normal times,
hard conditionality should be applied, unlike
in emergency periods, when it is advisable to
use “soft conditionality”, which implies a wide
margin of flexibility in political conditions
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(rule of law) and low intensity in the demand
for sectoral reforms. “Soft conditionality” may
also be relevant for non-geopolitical exoge-
nous shocks, such as climate change, natural
disasters, food security, migration, pandem-
ics, etc. that are likely in the future.

Finally, during times of emergency, the EU
showed resolve in finding new financial solu-
tions to offerimmediate support and commit-
ment to raising funds for Ukraine's post-war
reconstruction that can also be used to mate-
rialise its prospects for EU membership.

To update and increase the efficiency of the
assistance toolbox, this policy document
suggests the following recommendations to
the EU:

= “More for better results” instead of “more
for more”. Financial assistance for the EaP
countries must follow the logic of quality
in the implementation of reforms, not only
their quantity or technical criteria (legal ap-
proximation, etc.).

= A more balanced approach between
“pre-accession” countries and the ENP.
The EU should find sustainable ways to
balance disproportionate financial assis-
tance to countries eligible for generous
‘pre-accession’ funds and those belonging
to the ENP. As used for Georgia, Moldova
and Ukraine, the “pre-accession” budget
line should have sufficient flexibility to pro-
vide access to and support ENP countries
that demonstrate sustained reform pro-
gress and strong absorptive capacity.

= Apply uniform conditionality for all EU as-
sistance. According to the EU MFF 2021-
2027, the EU should apply strict condition-
ality to the financial support it offers to
both its southern and eastern neighbours.
This means extending the application of
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the conditionality mechanism to different
types of assistance, not just macro-finan-
cial assistance as seen in the case of Geor-
gia, Moldova and Ukraine.

Increase investments for health and climate
resilience after 2025. The EU should review
its approach towards strategic investments
in the six EaP countries to increase finan-
cial support for public health security and
climate resilience, which in the “Post-2020
EaP priorities” are the least funded.

Introduction of a resilience system analy-
sis component in EU budget planning for
the EaP region. Consideration should be
given to the future review of the NDICI to
expand funding in critical areas using a
forecast/anticipation approach through
the integration of Resilience System Analy-
sis (OECD®") and risk assessment tools.

Identify more financial possibilities for
the grant component in general EU in-
vestments in the EaP region. As the above
findings show, only Moldova and Ukraine
are eligible for grants in pure form under
the “post-2020 deliverables”. This aspect
should be reviewed so that the EU directs
more grants to other countries in the region
(in particular Georgia and Armenia) for pro-
jects and initiatives that target dimensions
related to resilience, such as rural develop-
ment or the fight against migration. Ideal-
ly, it is recommended to earmark at least
between 5% and 10% of the total amount
of the investment adapted separately for
each country for grants.

Improve EU spending reporting mecha-
nisms for the EaP region. On the one hand,
the EU must ensure that it reports system-
atically and fully (quantitatively and qualita-
tively) on financial assistance administered
directly (direct management through EU
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Delegations®) or through entrusted/man-
dated institutions (indirect management).
This type of data is completely missing and
cannot be evaluated for academic or poli-
cy-making purposes. On the other hand, the
EU has to report in a unified way on prom-
ised financial support for the “post-2020 de-
liverables”, which should avoid fragmented
and incomplete information on EU support
for the “2020 deliverables”.

Strengthen transparency concerning MFA
efficiency. It is recommended to engage
the European Court of Auditors to assess
the effectiveness of EU macro-financial
assistance provided to third countries in
order to reveal the real impact of EU assis-
tance during and after the disbursement of
MFAs. Only with independent evaluations
of this kind can the EU’s accountability be
increased, ensuring greater sustainability
and efficiency of EU assistance. Further-
more, the mandate of the EPPO should be
extended to include the possibility of inves-
tigating infringements related to the funds
that the EU transfers to ENP countries
through the NDICI financial envelope (un-
der heading 6 “Neighbourhood and Global
Europe” of the MFF 2021-2027) or via spe-
cific MFAs.

Upgrade the conditionality mechanism to
deal with emergencies. In light of Russia’s
military aggression against Ukraine and
other destructive policies in the region,
the EU should consider the permanent de-
velopment of two conditionality regimes.
Normal times will imply “hard conditional-
ity”, with a strict evaluation of political and
sectoral conditions, while during periods of
emergency, conditionality must be waived
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and support provided to EU neighbours
much faster and not based on ex-ante com-
pliance between tranches.

= Prepare financial solutions to increase
funds for Ukraine, Georgia and Moldova.
Already during the Russian aggression,
the EU has managed to mobilise resourc-
es to support Ukraine (and to a much less-
er extent Moldova). The reconstruction of
Ukraine after the war will require a sub-
stantial contribution from the EU, which
could link the Ukraine Solidarity Fund
with Ukraine's future accession process.
In the same context, the EU must ensure
that Moldova and Georgia can access
the pre-accession funds available for the
Western Balkans, taking into account the
application for EU membership of these
two associated countries that applied after
Ukraine.

Review the emergency funding mechanism
for the entire neighbourhood. The traumatic
experience of Russian aggression against
Ukraine and the way the EU handled it in
terms of financial assistance should be used
as a model to renew toolboxes for financial
support to neighbourhoods during geopoliti-
cal emergencies or other exogenous sources
of adversities (climate change, natural disas-
ters, food crises, etc.).
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Annexes:

Table 5. EU Multiannual Financial Framework represented in total commitments, € million,
2021-2027

Total

2024 2025 2027
2021-27

1. Single Market, In-

. L 19,712 19,666 19,133| 18,633| 18518| 18,646| 18473| 132,781
novation and Digital

2. Cohesion, Resil-

. 49,741 51,101 52,194| 53954| 55,182| 56,787| 58809| 377,768
ience and Values

3. Natural Resources

. 55242 | 52,214| 51,489| 50617| 49,719| 48932| 48,161 356,374
and Environment

4. Migration and Bor-

2,324 2,811 3,164 3,282 3,672 3,682 3,736 22,671
der Management

5. Security and De-
fence

6. Neighbourhood
and the World

7. European Public
Administration

1,700 1,725 1,737 1,754 1,928 2,078 2,263 13,185

15309 15522 14,789| 14,056| 13,323| 12592| 12828 98,419

10,021 10215 10342 10454| 10,554 10673 10,843 73,102

Total Commitment

. 154,049 | 153,254 | 152,848| 152,750| 152,896 | 153,390| 155,113 | 1,074,300
Appropriations

Source: Author's compilation of the EU’'s Multiannual Financial Framework 2021-27 based on data available

at https://ec.europa.eu/



https://ec.europa.eu/

28

Post-2022 EU Assistance to Eastern Neighbours:

Table 6. EU Multiannual Financial Framework represented in total commitments, € million,

2014-2020
Total
2014-20
1. Smart and 60283| 61,725 62771| 64238| 65528| 67214| 69,004| 450,763
inclusive growth
2. Sustainable
growth: natural 55883| 55060| 54261| 53448| 52466 51,503| 50558 373,179
resources
3. Security and 2053 2075| 2154 2232| 2312| 2391 2469 15686
citizenship
4. Global Europe 7854| 8083| 8281| 8375 8553| 8764| 8794| 58704
5. Administration 8218| 8385 8589 8807| 9007| 9206/ 9417| 61,629
6. Compensations 27 0 0 0 0 0 0 27
Total Commitment | ., 15| 135308| 136,056| 137,100 137,866 139,078| 140242| 959,988
Appropriations

Source: Author’'s compilation of the EU’s Multiannual Financial Framework 2014-20202

Table 7. EU financial assistance committed (loans, grants, blending) for “post-2020 EaP prior-

ities”, €

Flagship 1

Armenia

Flagship 2

Flagship 3

Flagship 4

Flagship 5

Type of Supporting a Boosting con- Investing in the Building resil- Investing in a
action sustainable, nectivity and digital transfor- ience in the green Yerevan
innovative and socio-economic | mation, innova- southern regions

competitive development tion, science and
economy technology
EU financial | 554 900,000 600,000,000 300,000,000 80,000,000 120,000,000

contribution

Type of
financing

Grants, loans,
guarantees,
blending

Grants, loans,
guarantees,
blending

Grants, loans, guar-
antees, blending

Grants, loans,
guarantees,
blending

Grants, loans,
guarantees,
blending
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Azerbaijan

Flagship 1

Flagship 2

Flagship 3

Flagship 4
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Flagship 5

Type of Green connec- Digital connec- | Supporting a Innovative rural | Smarter and
action tivity tivity sustainable, development greener cities
innovative, green
and competitive
economy
EU financial |, 499,000 10,000,000 50,000,000 50,000,000 20,000,000

contribution

Type of
financing

Grants, loans,
guarantees,
blending

Grants, loans,
guarantees,
blending

Grants, loans, guar-
antees, blending

Grants, loans,
guarantees,
blending

Grants, loans,
guarantees,
blending

Belarus

Type of Supporting an Improving trans- | Boosting innova- | Supporting a Investing in a
action innovative and port connectivity |tion and the digital | green Belarus democratic,
competitive and facilitating | transformation transparent
economy EU-Belarus trade and accounta-
ble Belarus
EU financial | 354 999,000 200,000,000 20,000,000 200,000,000 100,000,000

contribution

Type of
financing

Grants, loans,
guarantees,
blending

Grants, loans,
guarantees,
blending

Grants, loans, guar-
antees, blending

Grants, loans,
guarantees,
blending

Grants, loans,
guarantees,
blending

Type of Black Sea con- | Transport con- Sustainable eco- | Digital connectiv- | Improved air
action nectivity nectivity across |nomic recovery ity for citizens quality

the Black Sea
EU financial |55 499,000 100,000,000 600,000,000 350,000,000 100,000,000

contribution

Type of
financing

Grants, loans,
guarantees,
blending

Grants, loans,
guarantees,
blending

Grants, loans, guar-
antees, blending

Grants, loans,
guarantees,
blending

Grants, loans,
guarantees,
blending
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Flagship 1 Flagship 2 Flagship 3 Flagship 4 Flagship 5
Moldova
Type of Supporting a Boosting Increasing energy |Improving con- | Investing in
action sustainable, EU-Moldova efficiency nectivity human capital
innovative, green |trade and prevent-
and competitive ing ‘brain
economy drain’
EU financial | 554 900,000 30,000,000 300,000,000 780,000,000 25,000,000
contribution
Type O.f Grants, loans, Grants, loans,
financing Grants, loans, guar-
guarantees, Grants and loans . guarantees, Grants
. antees, blending .
blending blending

Type of Supporting a Economic tran- | Improving connec- | Boosting the digi- | Increasing en-

action sustainable, sition for rural tivity by upgrading | tal transition ergy efficiency
innovative, green | areas border crossing support for
and competitive points renewable
economy hydrogen

EUfinancial |, 509 000,000 |100,000,000 30,000,000 200,000,000 100,000,000

contribution

Type of Grants, loans, Grants and

financing guarantees, Grants Grants and loans | Grants and loans | national contri-
blending bution

Source: Author’'s compilation based on examination of the data of the “post-2020 EaP priorities” available at

eeas.europa.eu
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Post-2022 EU Assistance to Eastern Neighbours:

Table 8. EU assistance for the eastern and southern neighbours according to amounts con-

sumed/paid, €, 2007-2020

Eastern Neighbours
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Southern Neighbours
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Source: Author’s compilation based on examination of the data available on the EU Financial Transparency

System (https://ec.europa.eu/budget/fts/index_en.htm)

Table 9. Most frequent types of EU financial assistance programmes/frameworks in Georgia,
Moldova and Ukraine, 2007-2020

2007-2013

2014-2020

1.

No o &

9.

10.
11.
12.
13.
14.

15.
16.

European Neighbourhood and Partnership Instrument
(ENPI)

Common fisheries policy and in the area of the law of
the sea (Fisheries)

Competitiveness and Innovation Framework
Programme (CIFP)

Development Cooperation Instrument (DCI)

Energy

Enterprise

European Instrument for Democracy and Human
Rights (EIDHR)

Framework Programme for nuclear research and
training activities (FpNRTA)

Instrument for Nuclear Safety Cooperation (IfNSC)
Instrument for Stability (IfS)

Macro-Financial Assistance (MFA)

Public Health

Research

Research: Framework programme n°6 (completion)
(F6)

Research: Framework programme n°7 (F7)

Youth in Action (YiA)

1.

© N ook~

10.
11.
12.
13.

14.
15.
16.

European Neighbourhood Instrument
(ENI)

Competitiveness of enterprises and small
and medium-sized enterprises (COSME)
Creative Europe

Education, Training and Sport (Erasmus+)
Energy

Environment and climate action (LIFE)
EU Aid Volunteers initiative (EUAV)
Euratom Research and Training
Programme (EuroatomRTP)

European Maritime and Fisheries Fund
(EMFF)

Food and Feed (FF)

Health

Horizon 2020

Instrument contributing to Stability and
Peace (IcSP)

Instrument of Pre-Accession

Internal Security Fund (ISF)

Union Civil Protection Mechanism
(UCPM)

Source: Author’'s compilation based on examination of the data available on the EU Financial Transparency

System, https://ec.europa.eu/budget/fts/index_en.htm
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Table 11. EU Annual Action Plans and annual contracted assistance for Georgia, Moldova and

Ukraine, € million, 2007-2019
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Source: Author’'s compilation based on examination of the data available on the EU Financial Transparency

System (https://ec.europa.eu/budget/fts/index_en.htm) and EU Annual Action Plans for Georgia, Moldova

enlargement).

elaborated between 2007 and 2018 (https://ec.europa.eu/neighbourhood

and Ukraine
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The population (millions) of the countries covered by the European Neighbourhood Policy is as follows:
Eastern neighbours: Armenia (2.9); Azerbaijan (10.2); Belarus (9.3); Georgia (3.9); Moldova (2.6); Ukraine
(43.4); Russia (145.9); Southern neighbours: Algeria (44.6); Egypt (104.9); Israel (8.7); Jordan (10.3); Leb-
anon (6.7); Libya (6.9); Morocco (32.3); Palestinian Authority of the West Bank and Gaza Strip (5.2); Syria
(17.5); Tunisia (11.7).

The abundance of EU financial assistance to Israel probably stems from advanced relations with the EU,
anchored in the 2000 Association Agreement (Euro-Mediterranean Agreement). As in the case of Georgia,
Moldova, Tunisia and Ukraine, the Israel-EU Association Agreement constitutes one of the most advanced
bilateral agreements signed by the EU with third countries.
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ment/E-8-2019-000938_EN.html

European Council, EU sanctions against Russia over Ukraine, https://www.consilium.europa.eu/en/info-
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28415248

The Annexes show more details on the specific amounts of EU assistance paid/consumed for all 17 ENP
countries and territories.
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EU, 20 Deliverables for 2020: Monitoring — State of Play in February 2020, https://ec.europa.eu/neigh-
bourhood-enlargement/system/files/2020-06/monitoring_spring_2020_20_deliverables_for_2020.pdf

Idem.

EU, “An EaP that delivers for all”, December 2021, https://ec.europa.eu/neighbourhood-enlargement/sys-
tem/files/2021-12/eap_future_priorities_eng.pdf

EU, “An EaP that delivers for all”, December 2021, https://ec.europa.eu/neighbourhood-enlargement/sys-
tem/files/2021-12/eap_future_priorities_eng.pdf

In the framework of the EaP summit in Brussels, the EU presented the Top 10 targets for its post-2020
Deliverables in the EaP region: 1) Competitive and innovative economies (500,000 SMEs); 2) Rule of law
(income asset declarations by high level officials); 3) Security and cyber resilience (hybrid threats); 4)
Connectivity (3,000 km roads and railways); 5) Knowledge societies (70,000 youth and academic mobility
opportunities); 6) Inclusive and diverse societies (2,500 NGOs, 120 media outlets, 2,000 journalists); 7)
Health resilience (850,000 health workers vaccinated); 8) Sustainable energy (250,000 households with
reduced energy consumption); 9) Environment (3 million people with access to safe water; 300 cities with
better air quality monitoring); 10) Digital transformation (80% of households with access to high speed
internet).
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EU, Joint Declaration of the Eastern Partnership Summit ‘Recovery, Resilience and Reform’ Brussels, 15
December 2021, https://www.consilium.europa.eu/media/53527/20211215-eap-joint-declaration-en.pdf

In addition, the EU agreed to open access to €1 billion in local currency for up to 500,000 SMEs from the
EaP countries.

Ukraine, Georgia, Moldova establish Associated Trio for successful European integration, May 2021,
https://3dcftas.eu/news/news/ukraine-georgia-moldova-establish-associated-trio-for-successful-euro-

ean-integration

EU, Joint Staff Working Document - Recovery, resilience and reform: post 2020 Eastern Partnership pri-
orities, 2 July 2021, https://eeas.europa.eu/sites/default/files/swd_2021_186_f1_joint_staff working_pa-
per_en_v2 pl1_1356457_0.pdf

ENTSO-E, Continental Europe successful synchronisation with Ukraine and Moldova power systems,
March 2022, https://www.entsoe.eu/news/2022/03/16/continental-europe-successful-synchronisa-
tion-with-ukraine-and-moldova-power-systems/

The Georgian authorities refused the second part of the EU’s pandemic-related macro-financial assistance
(€75 million) due to the conditionality of rule of law reform, https://eurasianet.org/georgia-turns-down-75-
million-euros-from-the-eu

European Commission, Visa liberalisation with Moldova, Ukraine and Georgia, https://ec.europa.
eu/home-affairs/policies/international-affairs/collaboration-countries/visa-liberalisation-moldo-
va-ukraine-and_en

Georgia: The European Union Monitoring Mission (since 2008); Moldova and Ukraine: The European Union
Border Assistance Mission to Moldova and Ukraine (2005).

Interfax Ukraine, Ywep6 uHdpacTpykType YKpauHbl OT BOeHHoW arpeccum Poccum KSE Institute
oueHunsaeT B $63 mnpa, March 2022, https://ru.interfax.com.ua/news/economic/817898.html

EU, Regulation No 236/2014 of 11 March 2014.

“Pre-accession assistance” (€12.5 billion) is one of the channels of EU financing towards the third coun-
tries, included in the heading “Neighbourhood and Global Europe” in the 2021-27 Multi-annual Financial
Framework (€98.4 billion). The “pre-accession” tool is separate from the NDICI financial envelope that
serves to finance the EU'’s external actions and budgeted with €70.8 billion (€79.4 billion in 2020 prices) or
approximately 72% of the total amount under the heading “Neighbourhood and Global Europe”.

For the purpose of this policy paper, the author consulted 36 documents of the EU’'s Annual Action Pro-
grammes for Georgia, Moldova and Ukraine, implemented throughout

Denis Cenusa, Moldova, Between Protests and “State Capture”, 14 March 2016, https://www.expert-grup.
org/en/biblioteca/comentarii/item/1247-protests-state-capture-cenusa/1247-protests-state-capture-
cenusa

Denis Cenusa, Moldova’s anaemic democracy and distorted Europeanisation — before and beyond 2020, 6
July 2020, https://3dcftas.eu/publications/moldova%E2%80%99s-anaemic-democracy-and-distorted-eu-
ropeanisation-%E2%80%93-before-and-beyond-2020

In 2016, the EU adopted three rounds of Special Measures to support Ukraine: https://ec.europa.eu/neigh-
bourhood-enlargement/sites/default/files/c_2016_4719_f1_commission_implementing_decision_en_v2

pl1_853679.pdf;

https://ec.europa.eu/neighbourhood-enlargement/sites/default/files/eni_2016_sm_ii_decision.pdf;

https://ec.europa.eu/neighbourhood-enlargement/sites/default/files/eni_2016_sm_iii_decision.pdf.
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The Annexes show more details on the specific amounts of EU assistance included in the Annual Action
Programmes and the Contracted Annual Assistance.

Regulation 232/2014 of the European Parliament and of the Council of 11 March 2014 establishing a
European Neighbourhood Instrument (ENI), https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX-
:32014R0232. The ENI Regulation stipulated that Russia had both the status of an EU neighbour and a
strategic partner in the region.

According to the ENI Regulation, the multi-annual single support framework (SFF) should take into ac-
count the following aspects: (a) reviewing the progress made in relation to the policy framework and the
achievement of previously agreed objectives and consideration of the state of play as regards relations
between the EU and the partner country, including the level of ambition for the partner country’s partner-
ship with the EU; (b) setting out the objectives and priorities for EU support, mainly selected from those
included in the documents (Action Plans or Association Agendas) and in the partner countries’ strategies
or plans, where those strategies or plans are consistent with the overall policy framework, and for which
the EU's regular assessment has shown the need for support; (c) indicating expected results; and (d) set-
ting out the indicative level of funding, broken down by priority, https://eur-lex.europa.eu/legal-content/
EN/TXT/?uri=CELEX:32014R0232

In the case of Moldova, the indirect management has taken place since 2014 onward through outsourcing
to UNDP GIZ and Kreditanstalt fur Wiederaufbau (KfW), the Austrian Development, World Bank and EBRD
(implementation of DCFTA-related actions). In the 2019 Annual Action Program, the Commission explicitly
indicated, for the first time, that the indirect management would be conducted by “a Member State Organ-
isation”, referring to German Kreditanstalt fur Wiederaufbau (KfW). For Georgia, the institutions entrusted
by the EU to manage the assistance since 2014 have been the UNDP, EBRD, GIZ, Food and Agriculture
Organization (FAO), United Nations Children Fund (UNICEF), International Centre for Migration Policy De-
velopment (ICMPD), International Organisation for Migration (IOM), Austrian Development Agency (ADA),
World Bank, HALO Trust, the European Monitoring Centre for Drugs and Drug Addiction (EMCDDA). In
Ukraine, the EU started to entrust other institutions to manage EU funds in 2015 — EBRD, World Bank,
GlZ, Sida (Swedish International Development Agency), Ministry of Foreign Affairs of Denmark (DANIDA),
ILO, EBRD, World Bank, Expertise France (EF), United Nation Office for Project Services (UNOPS), KfW,
Council of Europe, Ministry for Foreign Affairs of Finland. To manage assistance under the 2016 Special
Measure on Technical Cooperation, the EU transferred the competence for fund management to the Di-
rectorate-General for Regional and Urban Policy of the European Commission (through a cross-sub dele-
gation) and implemented it under shared management in relation to Ukraine’s participation in the Danube
Transnational Programme.

Denis Cenusa, EU-promoted reforms in Georgia, Moldova, and Ukraine: progress or challenge?, Eastern
Europe Studies Centre, September 3 2021, https://www.eesc.lt/en/2021/09/03/eu-promoted-reforms-in-
georgia-moldova-and-ukraine-progress-or-challenge/

European Commission, Macro-Financial Assistance (MFA) to non-EU partner countries, https://ec.europa.
eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/international-economic-rela-
tions/macro-financial-assistance-mfa-non-eu-partner-countries_en

EU, Council Conclusions on Eastern Partnership policy beyond 2020, May 2020, https://www.consilium.
europa.eu/media/43905/st07510-re01-en20.pdf

The Georgian authorities refused the second part of the EU’s pandemic-related macro-financial assistance
(€75 million) due to the conditionality of rule of law reform, https://eurasianet.org/georgia-turns-down-75-
million-euros-from-the-eu
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Denis Cenusa, Scanning of EU macro-financial assistance to Moldova, Ukraine and Georgia: frontrunners
and laggards, IPN News Agency, 24 September 2018, https://www.ipn.md/en/scanning-of-eu-macro-fi-
nancial-assistance-to-moldova-ukraine-and-7978_1044272.html

Denis Cenusa, Invalidation of elections in Chisinau, government scenarios and EU reaction, July 2018,
https://3dcftas.eu/publications/invalidation-of-elections-in-chisinau-government-scenarios-and-eu-reac-
tion

European Public Prosecutor’s Office, https://www.eppo.europa.eu/en/mission-and-tasks

EU, Ukraine: EU coordinating emergency assistance and steps up humanitarian aid, February 2022,

https://ec.europa.eu/commission/presscorner/detail/en/ip_22_1462

EU, HR/VP Borrell and Commissioner Varhelyi in the Republic of Moldova as part of an extensive outreach
to partners affected by the Russian invasion of Ukraine, March 2022, https://eeas.europa.eu/delegations/
moldova/112171/hrvp-borrell-and-commissioner-v%C3%Alrhelyi-republic-moldova-part-extensive-out-
reach-partners_en

EU, European Council's Conclusions, March 2022, https://www.consilium.europa.eu/media/55082/2022-
03-2425-euco-conclusions-en.pdf

Marchenko: Ukraine may receive first tranche of EUR 600M from EU in late March, February 2022, https://
www.ukrinform.net/rubric-economy/3406796-marchenko-ukraine-may-receive-first-tranche-of-eur-600m-
from-eu-in-late-march.html

Ukraine Receives EUR 300 Million of EU Macro-Financial Assistance, March 2022, https://ukranews.com/
en/news/842411-ukraine-receives-eur-300-million-of-eu-macro-financial-assistance

EU support to Ukraine: Council doubles funding under the European Peace Facility, March 2022, https://
www.consilium.europa.eu/en/press/press-releases/2022/03/23/eu-support-to-ukraine-council-dou-
bles-funding-under-the-european-peace-facility/

European Peace Facility. Council adopts assistance measures for Georgia, the Republic of Moldova,
Ukraine and the Republic of Mali, December 2021, https://www.consilium.europa.eu/en/press/press-re-
leases/2021/12/02/european-peace-facility-council-adopts-assistance-measures-for-georgia-the-repub-
lic-of-moldova-ukraine-and-the-republic-of-mali/

Cross Border Cooperation, https://ec.europa.eu/neighbourhood-enlargement/european-neighbourhood-pol-
icy/cross-border-cooperation_en

Interreg Baltic Sea, https://ec.europa.eu/regional_policy/en/atlas/programmes/2014-2020/denmark/201 4tc-
16m5tn001

EU, Commission suspends cross-border cooperation and transnational cooperation with Russia and Bela-

rus, March, 2022, https://ec.europa.eu/commission/presscorner/detail/en/ip_22_1526

EU Neighbours East, March 2022, https://euneighbourseast.eu/news-and-stories/latest-news/eu-sus-
pends-horizon-europe-for-russia-and-cross-border-and-transnational-cooperation-with-moscow-and-
minsk/

OECD, Guidelines for Resilience Systems Analysis: How to Analyse Risk and Build a Roadmap to Resil-
ience, 2014.

The author underlined the importance of annual reporting by EU Delegations in a previously published
policy paper “Fixing EU (in)visibilities in the six EaP countries: More proactive EU embassies, better de-
ciphered assistance”, Eastern Europe Studies Centre, November 2021, https://www.eesc.|t/wp-content/
uploads/2020/07/RESC.-Fixing-EU-InVisibilities-EaP-countries.-ENG.pdf
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