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Introduction
One of the key principles of the EU policy is so called conditionality which is linked to the fulfillment of 

targets and objectives set for partner and member states. In often cases, financial assistance issued by the EU 
as part of incentive policy is used to support a process of approximation.

According to a recent government statement, Georgia refused to receive the EU assistance in the amount 
of €75 million which was conditional on the implementation of judicial reform and the fulfillment of the terms set 
out in the 19 April agreement. The ground of this governmental decision, according to the Prime Minister, was 
a desire to reduce foreign debt.

The EU responded to the Georgian government’s decision by stating that Georgia had failed to deliver 
on a commitment, specified in the agreement on macro financial assistance, to enhance the independence, 
accountability and quality of judiciary. Furthermore, the government of Georgia failed to conduct the selection 
of judges for the Supreme Court fully in line with recommendations of the Venice Commission. Hence, it 
became clear that regardless of Georgian government’s desire, the country was not eligible to be granted this 
assistance.

Georgia and the EU
The relationship between Georgian and the EU dates back to 1992. A mutual interest of Georgia and the 

EU to cooperate was first declared in the Partnership and Cooperation Agreement (PCA)1 signed in 1996. That 
agreement entered into force in 1999. Since then, the relationship between Georgia and the EU has evolved 
stage by stage, pursuing the final goal of Georgia’s approximation to and eventual integration into the EU. On 
the path towards approximation, the Georgia-EU relationship went through significant phases: the Association 
Agreement which includes a crucial agreement on the Deep and Comprehensive Free Trade Area (DCFTA) and 
an agreement on visa liberalization.

The Association Agreement (AA) between Georgia and the EU was signed in 2014 and it entered into force 
on July 1, 2016. The AA is the action plan of Georgia’s approximation to the EU, covering all spheres of political, 
social and economic life of the country and envisaging all important mechanisms for the approximation of the 
country to the EU.2

The DCFTA between Georgia and the EU entered into force on September 1, 2014,3 enabling Georgia 
to enjoy three of four fundamental freedoms – free movement of goods, services and capital.4 It is worth to 
note that this agreement represents a significant mechanism of Georgia’s economic integration with the EU. 
Through it, Georgia has gained access to the internal European market. 

The EU-Georgia visa liberalization agreement entered into force on March 28, 2017, granting citizens of 
Georgia a visa-free entry to the EU and the Schengen Area member states for a short stay (90 days in any 
180-day period).5 Since the enactment of visa liberalization, more than 300 000 Georgian citizens travelled to 
the EU and Schengen area countries.6 

The EU assistance plays a central role in the process of Georgia’s integration into the EU as it is implemented 
through various programs and instruments and facilitates Georgia’s political and economic approximation to 
the EU. Since 1992 to date, Georgia has received a financial assistance worth more than €2 billion. Towards this 
end, several instruments have been put in place. The most important of them is the European Neighbourhood 
Instrument (ENI) which replaced the European Neighbourhood and Partnership Instrument. Through the ENI 
platform, since 2013, Georgia has received tens of millions of euros annually in the form of grant. One should 

1 Partnership and Cooperation Agreement, 22 April, 1992. MFA 
2 The Association Agreement, Georgia and The EU Information Center
3 Free Trade with the EU Agreement
4 Agreement on the Deep and Comprehensive Free Trade Area.
5 Visa Free Travel Guide, Ministry of Foreign Affairs of Georgia
6 European Neighbourhood Policy And Enlargement Negotiations – Georgia

https://old.infocenter.gov.ge/eng-euinfo-the-association-agreement/#1
http://www.dcfta.gov.ge/en/agreement
https://mfa.gov.ge/visa-free-guide.aspx
https://ec.europa.eu/neighbourhood-enlargement/neighbourhood/countries/georgia_en?fbclid=IwAR1vRXJCPUzY_sevoHusP3mY7Z_qD3cJ5REGC0myWIBGlNBP6n7ltDcfLtc
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underline the EU initiative of single support framework within which the EU allocated between €610 million and 
€746 million in 2014-2020.7 Georgia also enjoys the EU’s regional and ENI-financed international programs 
that ensure: support to infrastructural development; interaction with neighbors in the areas such as energy, 
transport and environmental protection; support to civic society and access to the EU programs such as 
Erasmus+, Horizon 2020, and Creative Europe.8

Macro-financial assistance (MFA):9

To properly assess what the Georgian government refused to receive, it is necessary to understand what a 
macro-financial assistance is and what it serves.

Macro-financial assistance (MFA) is a form of financial assistance used by the EU to provide aid to those 
partner countries that experience a balance of payment crisis. The MFA provides medium/long-term loans or 
grants or combination thereof and is available to only those countries that are beneficiaries of the financing 
program of the International Monetary Fund (IMF). MFA aid is mainly designed for candidate and aspirant 
countries covered by the ENP. Third countries may also, in exceptional cases, become beneficiaries of the aid.

MFA is mobilized only in individual cases with the aim to assist a partner country facing financial challenges. 
The aim of the assistance is to help a country recover financial stability and to encourage economic and 
structural reforms. As a rule, the government of an MFA beneficiary country is free to spend money according 
to its needs. It should also be noted that in contrast to other instruments, MFA is an emergency assistance 
instrument and not a regular instrument for the support of economic and social development.

Granting MFA is conditional on the respect of human rights and effective democratic mechanisms, including 
multiparty parliamentary system and rule of law. MFA amounts are disbursed in tranches which are strictly 
linked to the fulfillment of the conditions designed to strengthen macroeconomic and financial stability. These 
conditions focus on public financial management and fiscal reforms but may also target other spheres such as 
trade, enterprise restructuring and business environment, financial or judicial system reform. These conditions 
are listed in a memorandum of understanding signed by the EU and a beneficiary country.

The list of MFA beneficiary countries: Albania, Bosnia and Herzegovina, Georgia, Jordan, Moldova, 
Montenegro, North Macedonia, Tunisia, Ukraine, Kosovo.

Since 2007, Georgia has received MFA four times:

MFA I (2009-2010) MFA II (2015-2017)10,11

In October 2008, at a donor conference held in Brussels, the EU committed itself to providing Georgia with 
two MFAs. Each initiative amounted to €46 million. The first assistance, implemented in 2009-2010, was fully 
issued in the form of grants   while another assistance (€46 million), received in 2015-2017, was a 50/50 mix 
of grants and loans.

MFA III12,13

In 2017, the EU initiated an MFA program to alleviate economic pressure on Georgia, which provided €45 
million assistance to Georgia. Under this initiative, €10 million was disbursed in the form of grants while the 

7 Programming of the European Neighbourhood Instrument (ENI) – Single Support Framework for EU support to Georgia (2017-2020)
8 Georgia and the EU, Delegation of the European Union to Georgia, 2018
9 Macro-Financial Assistance (MFA) to non-EU partner countries, European Commission
10 Decision of the European Parliament and of the Council, European Commission, 2011
11 Memorandum of Understanding, European Commission, 2014
12 Memorandum of Understanding, European Commission, 2018
13 Decision of the European Parliament and of the Council, European Commission, 2018

https://ec.europa.eu/neighbourhood-enlargement/sites/default/files/ssf_georgia.pdf
https://eeas.europa.eu/delegations/georgia/49070/node/49070_en
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
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52010PC0804
https://ec.europa.eu/economy_finance/international/neighbourhood_policy/doc/mou_georgia_en.pdf
https://ec.europa.eu/info/sites/default/files/economy-finance/signed_mou_final.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:32018D0598
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remaining €35 million in the form of loan.  It should be noted that the offered MFA program was the third 
financial assistance to Georgia after the 2008 war.

The first tranche of the assistance package in the amount of €20 million was disbursed in December 2018, 
while another tranche worth €25 million was received by the country in November 2020.

COVID-19 response MFA14

To support neighboring partners, on 22 April 2020, the European Commission adopted a €3 billion worth 
assistance package initiative aimed at relieving economic pressure caused by the covid pandemic. As a result 
of this initiative, Georgia was allocated €150 million assistance in November 2020. The assistance was to 
be disbursed in two tranches, each worth €75 million; however, the prerequisite of the second tranche was 
the fulfillment of the conditions set out in the memorandum.15 Memorandum included agreement on reforms 
in public financial management, energy sector and few others. The cornerstone of the agreement was the 
recommended changes in the judicial system addressing the existing shortcomings of Georgian court. 
According to the agreement, the Georgian government was supposed to fully follow the initiatives launched in 
2017 and 2019 with the objective of increasing Georgian judiciary’s independence, accountability and general 
quality. While refraining from making appointments to the Supreme Court under existing rules. The breach of 
the memorandum would automatically render Georgia ineligible for the second tranche.

European Neighbourhood Instrument (ENI)
The EU assistance received by Georgia is not limited to macro-financial assistance. The European 

Neighbourhood Instrument (ENI) is the most important platform through which Georgia receives multimillion 
assistance from the EU every year.

The EU’s key priorities in the cooperation with Georgia are set out in the Single Support Framework which 
defines three central sectoral spheres:

• Public administration reform,
• Development of agriculture and rural areas,
• Justice reform.

Grants allocated to Georgia within the ENI Programme (Million euros)Grants allocated to Georgia within the ENI Programme (Million euros)1616

14 Decision of the European Parliament and of the Council, European Commission, 2020
15 Memorandum of Understanding, European Commission, 2020
16 Neighbourhood Policy and Enlargement Negotiations, European Commission

https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020D0701&from=EN
https://ec.europa.eu/info/sites/default/files/economy-finance/georgia_mou_2020_en.pdf
https://ec.europa.eu/neighbourhood-enlargement/news_corner/key-documents_en?f%5B0%5D=field_file_country%3A141&f%5B1%5D=field_document_repository_filter%3A318
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Erasmus+
Since 2015, as many as 6,509 Georgian students and academic personnel continued their studies in EU 

countries through Erasmus+ program. The number of students and academic personnel who arrived in Georgia 
under the program reached 3,859.17 In the past few years, Georgia has maintained its position among the top 
10 successful countries, while according to 2020 data, Georgia was the sixth among 141 countries participating 
in the program. 

Within the framework of the Erasmus+ exchange program, 37 higher educational institutions of Georgia 
cooperate with universities in 33 European countries. In 2020, some 2,888 Georgian students obtained the 
financing for studying in EU countries.18

Horizon 2020, EU4Business
Horizon 2020 is the largest, €80 billion worth budget research and innovation program of the EU, which 

awards grants to support scientific and research discoveries, inventions, innovations and best ideas. It is 
the world’s broadest multinational program in the sphere of research and innovation. Scholars, universities, 
research organizations, companies or nongovernmental organizations across the world have an opportunity 
to apply for and engage in program activities. The program supports the enhancement of Georgia’s research 
and innovation sector.

To support the development of small and medium businesses, the EU, within the EU4Business initiative, has 
supported more than 63,000 micro and medium entrepreneurs since 2009. Under one of this largest financing 
programs of the EU, up to 130 million worth loans in total has become available for Georgian entrepreneurs.

Within the framework of ENPARD, the EU has provided financial as well as technical assistance to almost 
1,600 cooperatives.

The EU and Georgia’s budget
About 5% of budget revenues of Georgia is made up of grants from international and donor organizations. 

Among them, the EU is the largest donor of the Georgian budget. As much as 40% of the grants received by 
the Georgian budget in the past five years accounts precisely for EU grants. This indicator has been increasing 
recently – the EU was the source of 60% of the grants in the budget of 2020. The forecast for this indicator in 
the 2021 budget stands at 48%.

The share of EU grants in total grants to the state budget of GeorgiaThe share of EU grants in total grants to the state budget of Georgia1919

17 Erasmus+ Partnerships by programmes and HEIs, 2015-2020
18 Erasmus+ Partnerships by programmes and HEIs, International Credit Mobility, 2015-2020
19 სახელმწიფო ბიუჯეტი, საქართველოს ფინანსთა სამინისტრო

https://erasmusplus.org.ge/en/services/statistics?fbclid=IwAR0Z3EfOcr7lQXF6f8F0GEGfjzCzXB4CcZJ_PkQbbPjdKS-_1mbyyTx0EvA
https://erasmusplus.org.ge/en/services/statistics?fbclid=IwAR0Z3EfOcr7lQXF6f8F0GEGfjzCzXB4CcZJ_PkQbbPjdKS-_1mbyyTx0EvA
https://www.mof.ge/saxelmwifo_biujeti_wlebis_mixedvit
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Conclusion
Considering a “clear-cut pro-European” foreign policy course that has been, so far, officially declared by 

the government of Georgia and along with a consistent approximation to the EU institutions also implies a 
maximal synchronization of Georgian legislation with the European legislation which should ensure Georgia’s 
accession to the EU in the shortest timeframe, the decision of the government to refuse the macro-financial 
assistance from the EU sounds alarming. Clearly, this move cannot be perceived as the avoidance of financial 
assistance alone and it may undoubtedly be taken as the explicit political message of the ruling party that 
seriously endangers Georgia’s return to the European family and our Euro-Atlantic future.
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