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Beryn

[IpornoHoBaHI METOANYHI BKa31BKH MPU3HAUCHI JIsl MOTIMOJIEHOTO BUBUCHHS
Kypcy «ExoHomika €pornelicbkoro Coro3y» cryiaeHTtamu 4 Kypcy (axynbrery
MDKHApOJIHUX BIAHOCHH. OCHOBOIO /JIsi PO3POOKM METOJMYHUX BKa3IBOK cCTajia
poboua mporpama AMCIUIUIIHU, CKJIaJieHa BIAMOBIJIHO JO MICIS Ta 3HAYEHHS
JUCHUIUTIHU 32 CTPYKTYPHO-JIOTIYHOIO CXEMOI, MepeadadyeHol0 OCBITHBO-
npodeciiHol0 TporpamMoro OakanaBpa 3 HalpsMy MIATOTOBKH  «MIiXHapOIH1
C€KOHOMIYHI BITHOCHHI.

MeTtor0 BHKIaJaHHS HaBUajibHOI AMCHUILIIHE «ExoHOMIiKa €BpomeiichbKoro
Corozy» € (opMyBaHHA 3HaHb IMPO 3MICT, CTPYKTYPY COLIaJIbHO-E€KOHOMIYHOT
cuctemu €Bpomneiickkoro Coro3y, ocoOmmBocTi ekoHOMikM €C K IITICHOTO
IHTEpalIfHOTO YTBOPEHHSI, BUBYEHHS 3aKOHOMIPHOCTEH B3a€MOJ11 HAIllOHATBLHUX
eKoHOMIK B Mexax €C.

Ha nocsirHeHHs 3a3Ha4€HOT METH HAIPaBJICHI Takl 3aBJaHHSI BUBUCHHS KypCY:
dbopMyBaHHS y CTYICHTIB 3HaHb MPO Cy4aCHI MPOOJIEMHU Ta MEPCIEKTUBU PO3BUTKY
€C, Horo 1HCTUTYIIIHOTO YCTPOIO Ta OpraHi3aliifHO-€KOHOMIYHOTO MEXaHI3MY
GyHKIIOHYBaHHSA, OKpeMHX cdep TrocmoJapchKooi  CHUCTEMH, 30Kpema
0COOJIMBOCTEN BaIFOTHO-()IHAHCBOI CHUCTEMHU, COIIAIBbHOI TOJITUKH, HAIPSMIB
JEPAKBHOTO COLIAIbHO-€KOHOMIYHOTO PETYIIOBAHHS.

3aBllaHHs 1 MaTepialiv JIJIs aHaJTI3y CKJIAJICHI 32 OCTAHHIMU CTaTUCTUYHUMU 1
(aKTUYHUMH TaHUMH, 10 BIJOMBAIOTh 3MIHH B PO3BUTKY €KOHOMIKH KpaiH-UJIEHIB
€pponeiickkoro Coro3y, a TaKoX XapaKTepu3ylOTh aKTyallbHI TEHEACHIIIT
PO3BUTKY CHUIbHUX MOMITUK €C. MeTor mpornoHOBaHUX 3aBJaHb € PO3BUTOK Y
CTYJICHTIB YMIHHSI aHaJI3yBaTH 1 CHIBCTABJISATH CTATUCTUYHI JlaHi, TOPIBHIOBATU
MOKa3HUKNA PO3BUTKY €KOHOMIK KpaiH €C, po3yMiHHS CTPYKTypH 1 JMHAMIKU
MOKa3HUKIB €KOHOMIYHOTO PO3BUTKY.

Jlns BUBUEHHS TEM Ta SKICHOTO BUKOHAHHS 3aBJaHb HEOOXITHO BMITH
nig0upaTu ¥ aHami3yBaTH CTATUCTUYHI JIaHI PO MAKpPOCKOHOMIUHY CHUTYaIlllo, a
TaKOXX TIpaIfoBaTd 3 aHaJITHYHUMHM  Marepiasamu. CTyaeHTam  Ciij
CKOPHCTATHCS TaHUMH 3 caiTy €BpocTtat Ta €BponeiichKkoi OKOMICII.

BukonanHsi 3aBmHaHb JOTIOMOXE KOHKPETHU3yBaTH MaTepilajiu JIEKI[IIHOTO
Kypcy 1 ceMiHapchKuX 3aHATh. OILIIHIOBaHHS BUKOHAHHS CaMOCTIMHOI poOOTH
nepeadayeHe i 9ac MOAYIbHO-KOHTPOJIBHUX POOIT Ta eK3aMEHY.



3arajJpHa XapaKTepUCTHKA eKOHOMikH KpaiH €C

3aBmanns 1.1. Bixinmaiite inTepHeT cropiHKy posmaity Economies of the
Member States Ta BUKOpUCTOBYIOUHM MpeCTaBIEHY 1H(QOpMaIiI0 BUKOHANTE Taki

3aBJaHHA:

1) oxopaxmepu3zytime ekOHOMIUHY cUMYayilo Kpain 30HU €6PO;
2) nposedimb NOPIGHANbHUL AHAI3 CMAHY eKOHOMIKU 080X Kpain-cienie €C.
3aBnaHHs HEOOXIAHO BUKOHATH y BUIJISAI MYJIbTUMEAINHOI Mpe3eHTalii Ta

0COOMCTO MPEACTABUTU HA MPAKTUYHOMY 3aHSATTI.

Euro area

Belgium

Bulgaria
The Czech Republic

Denmark
Germany
Estonia
Ireland
Greece

Spain
France

Economies of the Member States *

Lithuania
Luxembourg
Hungary

Malta

The Netherlands
Austria

Poland

Portugal
Romania
Slovenia
Slovakia
Finland

Sweden

The United Kingdom

! http://ec.europa.eu/economy_finance/eu/countries/index_en.htm


http://ec.europa.eu/economy_finance/eu/countries/euro_area_en.htm
http://ec.europa.eu/economy_finance/eu/countries/belgium_en.htm
http://ec.europa.eu/economy_finance/eu/countries/lithuania_en.htm
http://ec.europa.eu/economy_finance/eu/countries/bulgaria_en.htm
http://ec.europa.eu/economy_finance/eu/countries/luxembourg_en.htm
http://ec.europa.eu/economy_finance/eu/countries/czech_republic_en.htm
http://ec.europa.eu/economy_finance/eu/countries/hungary_en.htm
http://ec.europa.eu/economy_finance/eu/countries/denmark_en.htm
http://ec.europa.eu/economy_finance/eu/countries/malta_en.htm
http://ec.europa.eu/economy_finance/eu/countries/germany_en.htm
http://ec.europa.eu/economy_finance/eu/countries/netherlands_en.htm
http://ec.europa.eu/economy_finance/eu/countries/estonia_en.htm
http://ec.europa.eu/economy_finance/eu/countries/austria_en.htm
http://ec.europa.eu/economy_finance/eu/countries/ireland_en.htm
http://ec.europa.eu/economy_finance/eu/countries/poland_en.htm
http://ec.europa.eu/economy_finance/eu/countries/greece_en.htm
http://ec.europa.eu/economy_finance/eu/countries/portugal_en.htm
http://ec.europa.eu/economy_finance/eu/countries/spain_en.htm
http://ec.europa.eu/economy_finance/eu/countries/romania_en.htm
http://ec.europa.eu/economy_finance/eu/countries/france_en.htm
http://ec.europa.eu/economy_finance/eu/countries/slovenia_en.htm
http://ec.europa.eu/economy_finance/eu/countries/croatia_en.htm
http://ec.europa.eu/economy_finance/eu/countries/slovakia_en.htm
http://ec.europa.eu/economy_finance/eu/countries/italy_en.htm
http://ec.europa.eu/economy_finance/eu/countries/finland_en.htm
http://ec.europa.eu/economy_finance/eu/countries/cyprus_en.htm
http://ec.europa.eu/economy_finance/eu/countries/sweden_en.htm
http://ec.europa.eu/economy_finance/eu/countries/latvia_en.htm
http://ec.europa.eu/economy_finance/eu/countries/uk_en.htm
http://ec.europa.eu/economy_finance/eu/countries/index_en.htm

3apaanns 1.2. IlpoananmizyiiTe BHKIAaJE€HUN HIDKYE Marepian 1 JauTe
IMMCHMOBI1 BIAIOBIII HA TUTAHHS:
1. Oxapaxmepu3zytime OuHaMiKy OCHOBHUX MAKPOEKOHOMIUHUX NOKA3HUKIB
Kpain-unenie €C.
2. Axi ¢gaxmopu cnpusrome exomomiunomy e6ionognennro kpain €C Ha
cyuacHomy emani?
3. Haszsimwv ocnosni yini exonomiunozo pozeumxy kpain €C 0o 2020 poxy.

European economic outlook
The Commission publishes macroeconomic forecasts for the EU and the
Member States three times a year, in the spring (May), in the autumn (November)
and in the winter (February). These forecasts are produced by the Directorate-
General for Economic and Financial Affairs (DG ECFIN).

European Economic Forecast Winter 2016

Forecasts for EA 2014 2015 2016 2017
GDP growth (%, yoy) 0,9 1,6 1,7 1,9
Inflation (%o, yoy) 0,4 0,0 0,5 1,5
Unemployment (%) 11,6 11,0 10,5 10,2
Public budget balance (% of GDP) -2,6 -2,2 -1,9 -1,6
Gross public debt (% of GDP) 94,5 93,5 92,7 91,3

Current account balance (% of
GDP)

3,0 3,7 3,6 3,4

The European economy is now entering its fourth year of recovery and growth
continues at a moderate rate, driven mainly by consumption. At the same time,
much of the world economy is grappling with major challenges and risks to
European growth are therefore increasing.

*http://ec.europa.eu/economy_finance/explained/economies_of europe/european_economic_outlook/index_en.htm



The Commission's winter forecast shows that the overall growth outlook has
changed little since the autumn but that the risk that growth could turn out worse
than forecast has risen, mainly as a result of external factors. In the euro area,
growth is projected to increase to 1.7% this year from 1.6% last year, and to climb
to 1.9% in 2017. EU economic growth is forecast to remain stable at 1.9% this year
and rise to 2.0% next year.

Certain factors supporting growth are now expected to be stronger and last
longer than previously assumed. They include low oil prices, favourable financing
conditions and the euro's low exchange rate. At the same time, risks to the
economy are becoming more pronounced and new challenges are surfacing: slower
growth in China and other emerging market economies, weak global trade as well
as geopolitical and policy-related uncertainty.

The EU has set five ambitious objectives — on employment, innovation,
education, social inclusion and climate/energy — to be reached by 2020. In
concrete terms these are:

1. ensuring 75 % employment of 20—64-year-olds;
2. getting 3 % of the EU’s GDP invested into research and development;
3. limiting greenhouse gas emissions by 20 % or even 30 % compared to

1990 levels, creating 20 % of our energy needs from renewables and increasing our
energy efficiency by 20 %;

4, reducing school dropout rates to below 10 %, with at least 40 % of
30-34-year-olds completing tertiary education;

5. ensuring 20 million fewer people are at risk of poverty or social
exclusion.

Each EU country has adopted its own national targets in each of these areas,
and EU leaders have agreed a number of concrete actions at EU and national
levels.



3ananna 1.3. 3a marepianamu, HaBeJEHUMH HIDKYE 3 CalTy €BpoOnenchKoi
KoMicii, chopMynrolTe MICAMOBO BIIMOBIA1 HA TUTAHHS:
1. U]o aensae coboro cucmema «300p08UX 0EPHCABHUX PIHAHCIBH?
2. Haszsimv npocnosHi NOKA3HUKU eKOHOMIYHOI aKMU8HOCMI, 3POCMAHHSL
BBII, oegpiyumy 6 kpainax €C.
3. AKum yuHoM MO*CHA OYIHUMU AKICNb 0EPAHCABHUX (DIHAHCIB?

Public finances in the EU®

Healthy public finances contribute to macroeconomic stability and support
monetary policy in maintaining stable prices at low interest rates. Both effects are
conducive to private investment and savings. By reducing public debt and the
interest burden, this also creates room for a reduction in distortionary taxes and an
increase in productive public spending.

- Maintaining healthy public finances

The economic and financial crisis badly weakened public finances in EU
countries. Significant efforts in recent years and an improved economic outlook
are bearing fruit and Member States have succeeded in reducing deficits and
stabilising debt levels. It is important that governments secure long-term control
over deficit and debt levels.

Current situation:

« In 2016 and 2017, economic activity should be on the rise in all Member
States with an acceleration expected in 2017 in most of them

« In the EU, GDP growth is forecast to rise from 1.9% in 2015 to 2.0% in
2016 and 2.1% in 2017

« The deficit-to-GDP ratio for the EU as a whole is forecast to decline to
1.6% in 2017 from a forecast 2.5% this year, and to 1.5 in the euro area

« The public debt-to-GDP ratio in the EU is expected to fall to 85.8% in
2017 from 87.8% expected this year, whereas euro area’s debt-to-GDP ratio is
forecast to fall from its peak of 94.5% in 2014 to reach 91.3% in 2017

The quality of public finances is also very important. Particular attention
should be given to:

« How taxation is designed and collected to make it more efficient

« Where expenditure is focused and prioritising productive investment in
government

« Improving the countries' fiscal governance to allow growth-enhancing
policies.

Fiscal policy should seek to strike an adequate balance between tackling
historically-high debt levels and supporting economic growth.

® http://ec.europa.eu/economy_finance/eu/public_finances/index_en.htm


http://ec.europa.eu/economy_finance/eu/public_finances/taxation/index_en.htm

ExonomiuHuii i MOHEeTApPHMI CO03

3apaannsa 2.1. IlpoananizyliTe BUKIAJCHMM HWXKYE MaTepiad 1 gaiTe
MMCHMOBI BIAMOBIII HA TUTAHHS:

1. 1o maxe «Exonomiunuii i monemapnuii coroz»( EMU)?

2. Konu i yomy 6yno npuiinamo piwients npo cmeoperns EMU?

3. Aki ocnosni nanpamu peanizayii EMU?

4. Hazsime incmumyyii, saxi ionogioanvhi 3a (ynxyionysanus EMU ma ixni
DyHKyii?

5. Haszsimb ma oatime xapaxmepucmuxy cmadiam noenuonrennss EMU.

Economic and Monetary Union *

Economic and Monetary Union (EMU) represents a major step in the
integration of EU economies. It involves the coordination of economic and fiscal
policies, a common monetary policy, and a common currency, the euro. Whilst all
28 EU Member States take part in the economic union, some countries have taken
integration further and adopted the euro. Together, these countries make up the
euro area.

The decision to form an Economic and Monetary Union was taken by the
European Council in the Dutch city of Maastricht in December 1991, and was later
enshrined in the Treaty on European Union (the Maastricht Treaty). Economic and
Monetary Union takes the EU one step further in its process of economic
integration, which started in 1957 when it was founded. Economic integration
brings the benefits of greater size, internal efficiency and robustness to the EU
economy as a whole and to the economies of the individual Member States. This,
in turn, offers opportunities for economic stability, higher growth and more
employment — outcomes of direct benefit to EU citizens. In practical terms, EMU
means:

« Coordination of economic policy-making between Member States

« Coordination of fiscal policies, notably through limits on government debt
and deficit

« An independent monetary policy run by the European Central Bank (ECB)

« Single rules and supervision of financial Institutions within the euro area

« The single currency and the euro area

Economic governance under EMU

Within EMU there is no single institution responsible for economic policy.
Instead, the responsibility is divided between Member States and the EU
institutions. The main actors in EMU are:

« The European Council — sets the main policy orientations

« The Council of the EU (the 'Council’) — coordinates EU economic policy-
making and decides whether a Member State may adopt the euro

* http://ec.europa.eu/economy_finance/euro/emu/index_en.htm



« The 'Eurogroup' — coordinates policies of common interest for the euro-area
Member States

« The Member States — set their national budgets within agreed limits for
deficit and debt, and determine their own structural policies involving labour,
pensions and capital markets

« The European Commission — monitors performance and compliance

« The European Central Bank (ECB) — sets monetary policy, with price
stability as the primary objective and act as central supervisor of financial
Institutions in the euro area

« The European Parliament - shares the job of formulating legislation with the
Council, and subjects economic governance to democratic scrutiny in particular
through the new Economic Dialogue

Completing the Economic and Monetary Union

Following the outbreak of the economic and financial crisis, the European
Union took unprecedented measures to improve the economic governance
framework of EMU (such as the strengthening of the Stability of Growth Pact or
the adoption of new mechanisms to prevent economic imbalances and better
coordinate economic policies).

Timeline on the Evolution of EU Economic Governance in Historical Context

However, these emergency measures needed to be consolidated and
completed in the long-term so as to avoid that a new crisis could affect EMU so
strongly. Therefore, the Presidents of five European Institutions — the European
Commission, the European Parliament, the European Central Bank and the
European Council (as President of the euro summit) — laid down a roadmap to
deepen the Economic and Monetary Union in two stages as of July 2015 and
complete it by 2025 at the latest.

. Stage 1 or ""Deepening by Doing™ (1 July 2015 - 30 June 2017): using
existing instruments and the current Treaties to boost competitiveness and
structural convergence, achieving responsible fiscal policies at national and euro
area level, completing the Financial Union and enhancing democratic
accountability.

. Stage 2, or ""completing EMU” (by 2025): more far-reaching actions will
be launched to make the convergence process more binding, through for example a
set of commonly agreed benchmarks for convergence which would be of legal
nature, as well as a euro area treasury.


http://ec.europa.eu/economy_finance/economic_governance/timeline/index_en.htm

3aBaannsa 2.2. 3a marepiaiamMu, HaBeJEHUMH HIDKYE 3 CalTy €BponenchKoi
KoMicii, chopMynrolTe MICAMOBO BIIMOBIA1 HA TUTAHHS:

1. IlJo make «30Ha €8po» ma AKi Kpainu € ii uneHamu?

2. Konu 6yno enepuie 66e0eHo €8po ma K po3umuUpro8alacs 30Ha €8po?

3. Aki kpainu He € yyacHukamu 30Hu €8po i womy?

What is the euro area? > Who can join and when?®

The euro area consists of those Member States of the European Union that
have adopted the euro as their currency. Today, around 340 million citizens in 19
countries live in the euro area, and this number will increase as future
enlargements of the euro area continue to spread the benefits of the single currency
more widely in the European Union.

All EU Member States are part of Economic and Monetary Union, which
means they coordinate their economic policies for the benefit of the EU as a whole.
However, not all EU Member States are in the euro area — only those having
adopted the euro are members of the euro area.

When the euro was first introduced in 1999 — as 'book' money —, the euro area
was made up of 11 of the then 15 EU Member States. Greece joined in 2001, just
one year before the cash changeover, followed by Slovenia in 2007, Cyprus and
Malta in 2008, Slovakia in 2009, Estonia in 2011, Latvia in 2014 and Lithuania in
2015. Today, the euro area numbers 19 EU Member States.

Of the Member States outside the euro area, Denmark and the United
Kingdom have ‘opt-outs' from joining laid down in Protocols annexed to the
Treaty, although they can join in the future if they so wish. Sweden has not yet
qualified to be part of the euro area.

The remaining non-euro area Member States are among those which acceded
to the Union in 2004, 2007 and 2013, after the euro was launched. At the time of
their accession, they did not meet the necessary conditions for entry to the euro
area, but have committed to joining as and when they meet them — they are
Member States with a 'derogation’, such as Sweden.

Andorra, Monaco, San Marino and the Vatican City have adopted the euro as
their national currency by virtue of specific monetary agreements with the EU, and
may issue their own euro coins within certain limits. However, as they are not EU
Member States, they are not part of the euro area.

Sweden is not yet in the euro area, as it has not made the necessary changes to
its central bank legislation and it does not meet the convergence criterion related to
participation in the Exchange Rate Mechanism (ERM II). However, under the
Treaty, Sweden is required to adopt the euro once it fulfils the necessary
conditions.

> http://ec.europa.eu/economy_finance/euro/adoption/euro_area/index_en.htm
®http://ec.europa.eu/economy_finance/euro/adoption/who_can_join/index_en.htm



The remaining non-participating Member States acceded to the Union in
2004, 2007 and 2013, after the euro was launched. At the time of their accession,
they did not meet the conditions for entry to the euro area, therefore their Treaties
of Accession allow them time to make the necessary adjustments — they are
Member States with a 'derogation’, as is Sweden. These Member States have
committed to joining the euro area as soon as they fulfil the entry conditions. When
this is the case, the 'derogation’ is 'abrogated' by a decision of the Council, and the
Member State concerned adopts the euro.

National target dates for adoption of the euro

The Treaty does not specify a particular timetable for joining the euro area,
but leaves it to Member States to develop their own strategies for meeting the
conditiosn for euro adoption. Seven of the 13 Member States who joined the EU
since 2004 have already joined the euro area, most recently Lithuania on 1 January
2015.

Euro-area Member States Belgium, Germany, Ireland, Greece,
Spain, France, Italy, Cyprus,
Luxembourg, Malta, The Netherlands,
Austria, Portugal, Slovenia, Slovakia,
Finland, Estonia, Latvia, Lithuania

Non-euro area Member States Bulgaria, Czech Republic, Hungary,
Poland, Romania, Sweden, Croatia

Member States with an opt-out Denmark, United Kingdom




3apaanns 2.3. IlpoananizyiiTe BHKIAJE€HUN HIDKYE Marepian 1 JauTe
IMMCHMOBI1 BIAIOBIII HA TUTAHHS:
1. losacHicme 38’30k Midc 30HON €6po [ poswupeHuam €C ma
noeaubIeHHaAM inmezpayii?
2. lllo maxe Exchange Rate Mechanism ma Ona uoeo tioco 0yn0
cmeopeno?
3. Axum yunom 8i06y8acmuvcs YynpasiinHs 6 30Hi €6P0?

Adopting the euro ’

The European Union grows as candidate countries meet the conditions for
entry and accede to the Union — this process is known as enlargement. Similarly,
the euro area is enlarging as non-euro-area EU Member States meet the conditions
for entry and adopt the euro.

The euro area includes those EU Member States that have adopted the single
currency. But the euro area is not static — under the Treaty, all EU Member States
have to join the euro area once the necessary conditions are fulfilled, except
Denmark and the United Kingdom which have negotiated an 'opt-out' clause that
allows them to remain outside the euro area. Sweden is also expected to join the
euro area in the future, but has not yet qualified.

Progressive enlargement, progressive integration

An accession country that plans to join the Union must align many aspects of
its society — social, economic and political — with those of EU Member States.
Much of this alignment is aimed at ensuring that an accession country can operate
successfully within the Union’s single market for goods, services, capital and
labour — accession is a process of integration.

Adopting the euro and joining the euro area takes integration a step further — it
Is a process of much closer economic integration with the other euro-area Member
States. Adopting the euro also demands extensive preparations; in particular it
requires economic and legal convergence.

Preparing for entry

Before a Member State can adopt the euro, it must fulfil certain economic and
legal criteria. The economic ‘convergence criteria’ are designed to ensure that a
Member State's economy is sufficiently prepared for adoption of the single
currency and can integrate smoothly into the monetary regime of the euro area.
Legal convergence requires that national legislation, in particular the national
central bank and monetary issues, is compatible with the Treaty.

Replacing a national currency with the euro is a major operation that demands
many practical preparations, for instance ensuring that the national currency is
withdrawn quickly, that prices of goods are properly converted and displayed, and
that people are kept well informed. All these preparations rely on the particular
‘changeover scenario’ that a euro-area candidate country adopts. Significant

" http://ec.europa.eu/economy_finance/euro/adoption/index_en.htm



experience was gained when the euro was first launched, which benefits euro-area
candidate countries today. The European Commission, in particular, offers much
help and advice to euro-area candidate countries.

Exchange Rate Mechanism (ERM I1)

Some non-euro-area countries are already members of the Exchange Rate
Mechanism (ERM I1). ERM 11 is a system designed to avoid excessive exchange-
rate fluctuations between the participating currencies and the euro that might
disrupt economic stability within the single market. Participation is voluntary, but
it is also one of the ‘convergence criteria' — euro-area candidate countries must
participate, without severe tensions, for at least two years before they can qualify
to adopt the euro.

Governing the euro area

By adopting the euro, the economies of the euro-area members become more
integrated. This economic integration must be managed properly to realise the full
benefits of the single currency. Therefore, the euro area is also distinguished from
other parts of the EU by its economic management — in particular, monetary and
economic policy-making.

« Monetary policy in the euro area is in the hands of the independent
Eurosystem, comprising the European Central Bank (ECB), which is based in
Frankfurt, Germany, and the national central banks of the euro-area Member
States. Through its Governing Council, the ECB defines the monetary policy for
the whole euro area — a single monetary authority with a single monetary policy
and the primary objective to maintain price stability.

« Within the euro area, economic policy remains largely the responsibility of
the Member States, but national governments must coordinate their respective
economic policies in order to attain the common objectives of stability, growth and
employment. Coordination is achieved through a number of structures and
instruments, the Stability and Growth Pact (SGP) being a central one. The SGP
contains agreed rules for fiscal discipline, such as limits on government deficits
and on national debt, which must be respected by all EU Member States, although
only euro-area countries are subject to sanction — financial or otherwise — in the
event of non-compliance.



3aBnannsa 2.4. 3a marepiaiamMu, HaBEJEHUMH HIDKYE 3 CalTy €BpOIenchKol
KoMicii, chopMynrolTe MICAMOBO BIIMOBIA1 HA TUTAHHS:

1. llosacHimb uomy icHyloms neeHi yMO8U NPUEOHAHHA KPAiHU OO0 30HU
€spo?

2. AKi3aeanvhi yMOBU NPUEOHAHHS KPAIHU 00 30HU €8DO?

3. lloacuicmb cymuicms ma oaume XapaKkmepucmuxy Kpumepiim
KoHgep2eHYil.

4. ke 3nHauenHs maroms 00nogioi wjooo Koueepeenyii? Axa inghopmayis
Micmumumscs 'y maxkux 00noeiosx?

5. Aka Ounamixa BUKOHAHMA KpaiHamu Kpumepiie KOHEepeeHYIl
npomseom 1996 - 2015 pp.?

Why are there conditions for entry to the euro area?®

The process of building Europe is one of progressive integration. The single
market for goods, services, capital and labour, launched in 1986, was a major step
in this direction. Economic and Monetary Union and the euro take economic
integration even further, and to join the euro area Member States must fulfil certain
economic and legal conditions.

Adopting the single currency is a crucial step in a Member State's economy.
Its exchange rate is irrevocably fixed and monetary policy is transferred to the
hands of the European Central Bank, which conducts it independently for the entire
euro area. The economic entry conditions are designed to ensure that a Member
State's economy is sufficiently prepared for adoption of the single currency and can
integrate smoothly into the monetary regime of the euro area without risk of
disruption for the Member State or the euro area as a whole. In short, the economic
entry criteria are intended to ensure economic convergence — they are known as the
‘convergence criteria’ (or 'Maastricht criteria’) and were agreed by the EU Member
States in 1991 as part of the preparations for introduction of the euro.

In addition to meeting the economic convergence criteria, a euro-area
candidate country must make changes to national laws and rules, notably
governing its national central bank and other monetary issues, in order to make
them compatible with the Treaty. In particular, national central banks must be
independent, such that the monetary policy decided by the European Central Bank
is also independent.

The Member States which were the first to adopt the euro in 1999 had to meet
all these conditions. The same entry criteria apply to all countries which have since
adopted the euro and all those that will in the future.

What are the convergence criteria?

The convergence criteria are formally defined as a set of macroeconomic
indicators which measure:

« Price stability, to show inflation is controlled;

®http://ec.europa.eu/economy_finance/euro/adoption/who_can_join/index_en.htm



« Soundness and sustainability of public finances, through limits on
government borrowing and national debt to avoid excessive deficit;

« Exchange-rate stability, through participation in the Exchange Rate
Mechanism (ERM II) for at least two years without strong deviations from the
ERM Il central rate;

« Long-term interest rates, to assess the durability of the convergence
achieved by fulfilling the other criteria.

The exchange-rate stability criterion is chosen to demonstrate that a Member
State can manage its economy without recourse to excessive currency fluctuations,
which mimics the conditions when the Member State joins the euro area and its
control of monetary policy passes to the European Central Bank (ECB). It also
provides an indication of the appropriate conversion rate that should be applied
when the Member State qualifies and its currency is irrevocably fixed.

The five convergence criteria
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Who decides if the convergence criteria are met?

According to the Treaty, at least once every two years, or at the request of a
Member State with a derogation, the Commission and the European Central Bank
assess the progress made by the euro-area candidate countries and publish their
conclusions in respective convergence reports.



Convergence Reports °

The Convergence Reports examine whether the Member States satisfy the
necessary conditions to adopt the single currency. The EC Treaty requires the
Commission and the European Central Bank to issue these reports at least once
every two years or at the request of an EU Member State which would like to join
the euro area.

The conditions which the Member States must meet, and which the Reports
therefore examine, are:

« the convergence criteria (price stability, sound public finances, exchange
rate stability and convergence in long-term interest rates)

« compatibility of national legislation with the ‘acquis’ (existing EU
legislation) as regards the national central bank, notably its independence and that
of the members of its decision-making bodies, its objectives, and its integration
into the European System of Central Banks

The Treaty on the Functioning of the European Union (TFEU Article 140)
states that at least once every two years, or at the request of a Member State with a
derogation (i.e. not participating in the euro area), the Commission and the ECB
must report to the Council on the progress made with respect to convergence.

On the basis of its assessment, the Commission submits a proposal to the
ECOFIN Council which — having consulted the European Parliament, and after
discussion among the Heads of State or Government — decides whether the country
fulfills the necessary conditions and may adopt the euro. If the decision is
favorable, the ECOFIN Council takes the necessary legal steps and — based on a
Commission proposal, having consulted the ECB — adopts the conversion rate at
which the national currency will be replaced by the euro, which thereby becomes
irrevocably fixed.

EU Member States currently outside the euro area

At present, there are 9 EU Member States that do not participate in the euro
area - Bulgaria, Croatia, the Czech Republic, Denmark, Hungary, Poland,
Romania, Sweden and the United Kingdom.

Denmark and the United Kingdom have negotiated opt-out arrangements and
will therefore not be the subject of a convergence assessment until they request it.

Convergence reports 1996 - 2015

The Convergence Reports have been produced since 1996. The 1998 reports
by the Commission and the European Monetary Institute (the forerunner of the
European Central Bank) formed the basis for the Council decision on the
introduction of the euro in the initial eleven Member States.

In 2000, the Commission and the ECB prepared reports on Sweden and
Greece (the latter having submitted a request for a convergence assessment)
concluding that Greece fulfilled the necessary conditions for adoption of the single

%http://ec.europa.eu/economy_finance/euro/adoption/convergence_reports/index_en.htm
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currency. The Council then decided on that basis that the euro would be introduced
in Greece in January 2001.

In 2002, the convergence assessment covered only Sweden and concluded that
Sweden did not fulfil the conditions.

In October 2004, the ten countries that joined the European Union on 1 May
2004 were assessed for the first time. Although the maximum two-year period
referred to by the Treaty had not yet elapsed for these countries in 2004, the
obligatory re-assessment of Sweden was taken as an opportunity to analyse also
the state of convergence in the new Member States. The report concluded that none
of the 11 assessed countries at that stage fulfilled the necessary conditions for the
adoption of the single currency.

In 2006, there were two sets of convergence assessments. Lithuania's and
Slovenia's state of readiness was examined in convergence reports issued in May
2006 at their own request. While Slovenia was deemed to fulfil all the convergence
criteria and ready to adopt the euro in January 2007, the report on Lithuania
suggested that there should be no change in its status as a Member State with a
derogation.

The then remaining nine countries (the Czech Republic, Estonia, Cyprus,
Latvia, Hungary, Malta, Poland, Slovakia and Sweden) were assessed in December
2006. Although the report showed progress with convergence in many countries,
none of them was deemed to meet the necessary conditions for adopting the single
currency.

Aiming to adopt the euro in 2008, Cyprus and Malta submitted requests for
re-examination in spring 2007. On the basis of convergence reports issued by the
Commission and the ECB in May 2007, the Council concluded that both Cyprus
and Malta fulfilled the necessary conditions for adoption of the single currency.
Consequently, the Council decided that the euro would be introduced in the two
countries on 1 January 2008.

In 2008, the convergence report adopted on 7 May examined progress towards
convergence in remaining ten Member States with a derogation - Bulgaria, the
Czech Republic, Estonia, Latvia, Lithuania, Hungary, Poland, Romania, Slovakia
and Sweden. The report concluded that Slovakia met the conditions to join the euro
area in January 20009.

In 2010, the Commission concluded on 12 May that Estonia met the
requirements for joining the euro, as the result of determined and credible policy
efforts and recommend Estonia's membership of the euro zone from 1 January
2011.

In 2012, the Commission concluded on 30 May that that none of the countries
examined (Bulgaria, the Czech Republic, Latvia, Lithuania, Hungary, Poland,
Romania and Sweden) fulfilled all conditions for adopting the euro.

In 2013, the Commission concluded on 5 June that Latvia fulfilled all

conditions for adopting the euro.

In 2014, the Commission concluded on 4 June that Lithuania fulfilled all conditions for
adopting the euro. The next regular convergence assessment, covering all Member States with a
derogation, is scheduled for June 2016.



BnuuB cBiTOBOI piHAHOBOI KpU3N Ha eKOHOMIKY KpaiH €C

3apaannsa 3.1. I[lpoanamizyliTe BUKIAJCHHM HHXKYE MaTepiad 1 gaiiTe
IMMCHMOBI BIAIOBIII HA TUTAHHS:

1. Toschimob npuuunu nossu ginancosoi kpusu?
2. Toschimob npuyunu nowupenus ginancosoi kpusu?
3. Obepynmytime HeOONiKU eKOHOMIuHo20 ynpaeninna 6 €C, wo

NPOABUNUCA NIO YAC KPU3U. .

Why did the crisis happen?™

Europe’s debt crisis was initially triggered by events in the American banking
sector. When a slowdown in the US economy caused over-extended American
homeowners to default on their mortgages, banks all over the world with
investments linked to those mortgages started losing money.

America’s fourth largest investment bank, Lehman brothers, collapsed under
the weight of its bad investments, scaring other banks and investors with which it
did business.

The fear that more banks could fail caused investors and banks to take
extreme precautions. Banks stopped lending to each other, pushing those reliant on
such loans close to the edge.

European banks that had invested heavily in the American mortgage market
were hit hard. In an attempt to stop some banks from failing, governments came to
the rescue in many EU countries like Germany, France, the UK, Ireland, Denmark,
the Netherlands and Belgium. But the cost of bailing out the banks proved very
high. In Ireland, it almost bankrupted the government until fellow EU countries
stepped in with financial assistance.

As Europe slipped into recession in 2009, a problem that started in the banks
began to affect governments more and more, as markets worried that some
countries could not afford to rescue banks in trouble.

Investors began to look more closely at the finances of governments. Greece
came under particular scrutiny because its economy was in very bad shape and
successive governments had racked up debts nearly twice the size of the economy.

The threat of bank failures meant that the health of government finances
became more important than ever.

Governments that had grown accustomed to borrowing large amounts each
year to finance their budgets and that had accumulated massive debts in the
process, suddenly found markets less willing to keep lending to them.

What started as a banking crisis became a sovereign debt crisis.

Ohttp://ec.europa.eu/economy_finance/explained/the_financial_and_economic_crisis/why_did_the_crisis_happen/in
dex_en.htm



Why did the crisis spread?™*

In several countries, governments became ensnared by the problems of the
banking sector when troubled banks started turning to them for help. The high cost
of bank rescues led financial markets to question whether governments could really
afford to support the banking sector. And as recession began to bite across Europe,
the focus on the health of government finances threw a spotlight on the fact that a
number of governments in the euro area had for some years been borrowing
heavily to finance their budgets, accumulating huge debts in the process. Easy
money was available because investors had turned a blind eye to warning signs
about the health of the economy and were not paying enough attention to the risks
involved in lending more and more.

Part of the reason some governments had become dependent on debt was that
their economies had been losing competitiveness for a long time, as they failed to
keep up with economic reforms in other countries.

In some countries, governments had allowed property bubbles and other
unhealthy economic imbalances to develop. Finally, some governments had
ignored the rules designed to make the euro work and had not done more to
coordinate their economic policies since agreeing to share a common currency with
a single monetary policy.

In an increasing number of countries a vicious cycle developed. Financial
instability stifled economic growth, which in turn lowered tax revenues and
increased governments’ debts. Higher debts then raised the cost of borrowing for
governments, feeding financial instability. All of this prompted questions as to
whether the institutional set-up of the Economic and Monetary Union and the euro
was adequate in times of crisis.

The crisis exposed several shortcomings in the EU’s system of economic
governance:

« Too much focus on deficits: monitoring of countries’ public finances had
focused on annual budget deficits and not sufficiently on the level of government
debt. Yet a number of countries that had kept to EU rules by running low annual
deficits or even surpluses nevertheless found themselves in financial difficulties
during the global financial crisis because of high levels of debt. Therefore, stricter
monitoring of this indicator was needed.

« Lack of surveillance of competitiveness and macroeconomic imbalances:
surveillance of EU economies failed to pay enough attention to unsustainable
developments in competitiveness and credit growth leading to accumulated private
sector debt, weakened financial institutions, and inflated housing markets.

« Weak enforcement: for euro area countries that did not play by the rules,
enforcement was not strong enough; a firmer, more credible mechanism of
sanctions was needed.

http://ec.europa.eu/economy_finance/explained/the_financial_and_economic_crisis/why_did_the_crisis_spread/in
dex_en.htm



« Slow decision-making capacity: too often, institutional weaknesses meant
that tough decisions on worrying macroeconomic developments were postponed.
This also meant that insufficient account was taken of the economic situation from
the perspective of the euro area as a whole.

« Emergency financing: when the crisis struck there was no mechanism to
provide financial support to euro area countries that suddenly found themselves in
financial difficulties. Financial support was needed not only to address country-
specific problems but also to provide a ‘firewall’ to prevent problems spreading to
other countries that were at risk.

As a consequence, Greece, and subsequently Ireland, Portugal, Spain and
Cyprus, were eventually unable to borrow on financial markets at reasonable
interest rates. The EU was requested to step in, which resulted in the creation of a
crisis resolution mechanism and financial backstops i.e. large funds on stand-by to
be used in an emergency by euro area countries in financial difficulty.

3aBnanns 3.2. Ha ocHOBI BUBYEHHS 3allpOMIOHOBAHOTO HIDKYE MaTepianty 3
caiity €C naiiTe mMCbMOBI BIAMOBII HA TaKl MTUTAHHS:

1. Axki 3axo0u nooonanmns kpuzu 6yau euxopucmari y €C?

2. Axi incmumyyitini 3minu 6i0oynuca 6 €C y npoyeci peanizayii
MEXAHI3MY NOOONAHHS HACAIOKI6 Kpusu? Hkuil pe3yibmam maxux
mpaHncpopmayiti?

3. Onuwims 3ax00U MUMMEBO20 Peacy8anHs HA NPOSGU KpU3u?

4. . Onuwimov 3ax00u 00820CMPOKOBO20 peacy8aHHs HA NPOL8U Kpusu?

Responding to the financial crisis *°

To prevent a complete collapse of the banking system, European governments
came to the rescue of their banks with urgent support of an unprecedented
scale. 1.6 trillion euros, the equivalent of 13 % of the EU’s annual GDP were
committed between 2008 and 2011.

The EU also launched a Europe-wide recovery programme to safeguard jobs
and social protection levels and to support economic investment. In this way, bank
runs were avoided and European savings were protected.

The euro broadly maintained its value and successfully shielded euro zone
countries from the worst effect of the economic crisis by providing EU companies
with a stable playing field for international trade and investment. But this effort
took its toll, especially because most of this money had to be borrowed.

The economic and financial crisis has demonstrated that the EU’s banking
system is vulnerable to shocks. A problem at one bank can spread quickly to
others, affecting depositors, investment and the overall economy. In response, the
EU and its member countries have been strengthening financial sector supervision.

2http://ec.europa.eu/economy_finance/explained/the_financial_and_economic_crisis/responding_to_the_financial_c
risis/index_en.htm



As part of the reforms, 3 European supervisory bodies were set up to help
coordinate the work of national regulators and ensure EU-level rules are applied
consistently.

. The European Banking Authority (EBA), which deals with bank
supervision, including the supervision of the recapitalisation of banks;

. the European Securities and Markets Authority (ESMA), which deals with
the supervision of capital markets and carries out direct supervision with regard to
credit rating agencies and trade repositories,

« and the European Insurance and Occupational Pensions Authority (EIOPA),
which deals with insurance supervision.

European financial supervision is being stepped up to ensure that banks are
better capitalised, behave responsibly and are able to lend money to households
and businesses. This paves the ways for Banking Union to make sure that people’s
deposits are protected and taxpayers are not forced to pay for the failure of banks.

The Banking Union is a natural complement to the Economic and Monetary
Union. It addresses the weaknesses that were revealed by the crisis. Soon banks in
every country that uses the euro will report to a common supervisor, the European
Central Bank. Moreover, decisions on how to handle a failing bank will be taken
centrally, according to a common set of rules that have been designed to minimise
the cost to tax payers.

Depositors across Europe will also be better protected. Through these
measures nearly 30 more, the EU is working to build a more effective financial
sector based on stronger, more resilient banks and sounder regulation and
supervision.

As the euro area’s independent monetary policy authority, the European
Central Bank (ECB) played an important role in containing the crisis with
innovative policies. The institution’s decision to lend banks as much as they
needed at low rates and for as long as three years, helped to calm markets by
ensuring that banks would be able to cover their short term needs.

When financial markets became so dysfunctional that they were demanding
unreasonably high returns for lending to governments, the ECB devised the
Outright Monetary Transactions (OMT) programme, under which it promised to
buy the bonds of struggling government to ensure a reasonable rate, provided that
they also commit to a programme of economic reforms with the euro area’s
assistance fund, the European Stability Mechanism.

Although no country has ever requested the OMT programme to be used, its
mere fact of its existence helped to calm financial markets.

Responding to the debt crisis™

From late 2009 and early 2010, certain euro area countries were beginning to
have problems financing their debts. Market uncertainty led to normal government
borrowing  operations becoming costly and eventually impossible.

Bhttp://ec.europa.eu/economy_finance/explained/the_financial_and_economic_crisis/responding_to_the_debt_crisis
/index_en.htm



At the time, EU countries reacted quickly by putting in place so-called ‘firewall’
confidence-building measures to help to finance the debts of countries facing
temporary difficulties in borrowing money from financial markets.

In parallel the EU also set to work on resolving the root causes of its
weaknesses. A twin track approach was followed. Temporary assistance
mechanisms were established to cope with the immediate crisis, and long-term
measures to create permanent support facilities and to help prevent a reoccurrence
of future crises were set in motion.

Immediate response

The financing facilities for euro area countries experiencing severe financing
problems were set up with considerable speed. When Greece lost access to
affordable market financing, the EU moved quickly to help by pooling bilateral
loans from European governments with the European Commission. It then set up
two temporary funds, the European Financial Stabilisation Mechanism (EFSM)
and the European Financial Stability Facility (EFSF) with a total lending capacity
of E500 billion. The creation of these instruments is testament to the willing of
euro area and EU countries to show solidarity.

As these two financial backstops were constructed as temporary measures, the
euro area countries in the autumn of 2012 created a new and permanent financial
backstop — the European Stability Mechanism (ESM). It is now the cornerstone of
the European firewall and an integral part of the EU’s comprehensive strategy to
ensure financial stability in the euro area. Its lending capacity is currently set at €
500 billion and conditional financial assistance will be available to those countries
that have ratified the treaty on stability, coordination and governance. The ESM
thus complements the reinforced surveillance by giving the possibility to offer
conditional financial assistance to euro area countries when needed.

These ‘firewall’ facilities have not only resolved the immediate difficulties
experienced by some countries in repaying their debts, but have also boosted the
confidence of financial markets and helped to ensure financial stability of the euro
area as a whole.

Help from the EU is also available for non-euro area countries that are faced
with serious difficulties or problems attaining international financing. Countries
that use the EU’s EUR 50 billion Balance of Payments Assistance fund must also
agree to make reforms to fix their economic problems.

Long-term response

The EU introduced new stronger rules to keep a tighter check on public debt
and deficits to make sure countries don’t spend beyond their means. A new fiscal
treaty was also signed to further strengthen confidence limiting yearly structural
deficits to 0.5 % of the GDP. This crisis clearly shows that a debt filled economy is
not sustainable. European Commission will now make sure that the limits on debts
and deficits are applied and that national budgets do not put at risk other European
economies.

Ensuring sound public finances

The euro offers many potential benefits, but only if participating countries run
sound economic policies. This is why membership of the euro, since the outset, has



come with a firm obligation to avoid large and excessive budget deficits and to
keep public debt at sustainable levels. This commitment to run sound fiscal
policies is monitored through a framework known as the Stability and Growth
Pact.

This Pact has been considerably reinforced as a result of the economic crisis.
Governments must now submit their draft budget plans for scrutiny by the
Commission and other euro area countries. Rigorous surveillance mechanisms are
in place to check that countries indeed will meet the budget targets which all euro
area countries have committed themselves to achieve, and sanctions can be
imposed if needed.

Ensuring competitiveness and promoting growth

Sound public finances are not the only key to having a thriving economy in
the euro area. The crisis also revealed the need for a new approach to the
regulation of financial services and for closely monitoring financial market
developments. New surveillance instruments have also been established to make
sure that euro area countries adopt economies policies that ensure competitiveness
and promote growth as well as jobs. Prevention is better than cure, and these new
surveillance instruments also aim to avoiding damaging bubbles in housing
markets.

... 0N the macroeconomic side

In addition to strengthening the fiscal rules, the EU has introduced a new
framework for the surveillance and timely correction of macroeconomic
imbalances. The aim is to address risky developments, e. g. related to asset bubbles
and weakening competitiveness, before they become a threat to the stability of an
EU country, the euro area, or the EU as a whole.

Therefore, the Commission regularly monitors for potential macroeconomic
imbalances (in areas such as labour cost, house prices or unemployment). EU
countries that show potentially worrying trends are analysed in-depth. If an
imbalance is found to exist, the country concerned is asked to take action to
prevent the situation worsening. If an imbalance is deemed excessive, the country
has to take action to correct the situation. For euro area countries enforcement of
the rules is backed up by a sanctions mechanism.

... on the growth side

Europe 2020 is the EU’s growth strategy for this decade with the aim of
fostering a smart, sustainable and inclusive economy. With these three mutually
reinforcing priorities, EU countries aim to establish high levels of employment,
productivity and social cohesion. To measure progress towards these goals the EU
has set five ambitious targets to be reached by 2020 on: employment, innovation,
education, social inclusion and climate/energy policy. Each country has adopted its
own national targets in each of these areas. Actions at the EU and national levels
and Structural Funds for EU countries will help implement these goals.

... On economic reforms

The European Semester is an annual cycle of policy coordination at EU level
(the first half of the year) during which EU countries have the chance to review
each other’s economic and fiscal policies before they are implemented. At the end



of the cycle, the EU addresses specific reform recommendations to each country.
Implementation is monitored throughout the year. In addition, euro area countries
have to publish their draft budgets for the following year by 15 October for the
Commission to assess their conformity with agreed requirements.

3aBnanns 3.3. 3a mMaTepiasiaMu, HaBEJACHUMHU HUX4YE 3 calTy €BpomnenchKoi
KoMicii, chopMynrolTe MICHMOBO BIIMOBI1 HA TUTAHHS:
1. Axi 3ax00u 0ns nodonaumns nposeie kpusu o6yau suxopucmaui y I peyii,
Ipnanoii, Ilopmyeanii, Icnanii, Kinpi ma Kpainax, 5Ki He €
Y4aCHUKAMU 30HU €8DO7?
2. Onuwims cyyacHy eKOHOMIYHY cumayiro yux Kpain.

Assisting countries in trouble **

European countries have pulled together to create the world’s biggest
financial assistance funds. By working together, the European Commission, the
International Monetary Fund and the European Central Bank, help governments in
need to devise assistance programmes to stabilise fragile economies and address
deep-rooted economic problems.

Greece

When international investors stopped lending the Greek government the
money on which it had grown dependent, euro area finance ministers and the
International Monetary Fund (IMF) joined forces. On 2 May 2010 EUR 110 billion
was set aside to support the Greek government in implementing reforms that would
restore its economy. The money, of which EUR 80 billion came from Greece’s
euro area partners, was disbursed by the European Commission in tranches
between May 2010 and June 2013, following Greece’s successful implementation
of promised reforms.

On 14 March 2012, euro area finance ministers and the IMF approved a
second round of economic assistance for Greece, worth EUR 164.5 billion. This
time, Greece’s fellow euro area countries stepped in with EUR 144.7 billion
through the European Financial Stability Facility, a rescue fund that was launched
in August 2010. A deal with financial investors to reduce Greece’s crushing debt
burden by almost EUR 200 billion was also arranged.

Disbursement of the money was divided into tranches to be paid out between
March 2012 and December 2014, in parallel with the completion of reforms that
are crucial to the revival of Greece’s economy.

In November 2012, euro area finance ministers and the IMF agreed to further
help Greece by cutting the cost of their loans and giving the country more time to
repay them.

Yhttp://ec.europa.eu/economy_finance/explained/the_financial_and_economic_crisis/assisting_countries_in_trouble
/index_en.htm



Ireland

Between December 2010 and December 2013 Europe’s rescue funds, the
International Monetary Fund, the United Kingdom, Sweden and Denmark, lent
Ireland EUR 85 billion to restore its national finances and repair its economy
following the collapse of the country’s largest banks.

Ireland’s considerable reforms to restore its finances and reinvigorate its
economy paid off. In January 2014, Ireland became the first euro area country to
successfully emerge from a macroeconomic assistance programme. It is no longer
dependent on international financial assistance and its economy is expected to
grow by 4.6 % in 2014 with a current account surplus of 5.5 %.

Portugal

When financial investors started demanding ever-higher returns for lending to
governments, Portugal found itself unable to pay. On 17 May 2011, European
finance ministers and the International Monetary Fund agreed to lend Portugal
EUR 78 billion to finance its budget deficit, reduce the government’s debts, repair
its banking sector, and finance reforms to stimulate economic growth and create
jobs. Portugal has already received more than EUR 71 billion, with the rest
expected to come by mid-2014. Despite its challenging situation, Portugal’s
reforms have significantly improved the country’s finances and its economy.
Portugal’s government achieved a budget surplus last year and the economy is set
to start growing again this year.

Spain

A burst property bubble left the Spanish banking sector holding billions of
euros worth of loans that borrowers could no longer repay. Euro area countries
used their financial assistance funds, the European Financial Stability Facility and
the European Stability Mechanism to help Spain repair its struggling banking
sector by setting aside EUR100 billion in loans, that were paid out between July
2012 and December 2013. European help, and advice from the International
Monetary Fund, enabled Spain to ensure its viable banks got enough money to start
lending again and to safely close banks with no future.

Cyprus

Hurt by the severe recession in Greece and an accident at a major power
station, and vulnerable because of its over-sized banking sector, Cyprus turned to
its euro area partners for help. On 24 April 2012 euro area governments and the
International Monetary Fund agreed to lend Cyprus EUR 10 billion to restructure
its banking sector, rebuild its public finances and invest in a more balanced and
healthy economy. The money, EUR 9 billion of which comes from the euro area’s
European Stability Mechanism rescue fund, is being disbursed in tranches, in
parallel with reforms, until 2016.

Outside the euro area

The EU also provides Financial assistance to countries that do not use the euro
through its EUR 50 billion-strong Balance of Payments Assistance programme. In
total, EUR 16 billion has been disbursed to three countries: Hungary, Romania,
and Latvia, before it adopted the euro as its currency.


http://ec.europa.eu/economy_finance/eu/countries/hungary_en.htm
http://ec.europa.eu/economy_finance/eu/countries/romania_en.htm
http://ec.europa.eu/economy_finance/eu/countries/latvia_en.htm

bromxer i bararopiuna ¢ginancosa ininiatusa €C

3aBnanns 4.1. 3a Marepianamu, HaBEICHUMH HIDKYE, CHOPMYIIONTE
IMMCHMOBO BIAIIOB1I1 HA NUTAHHS:
1. Xmo npuiimace piwwenns npo suxopucmants Kouimie 6100sxcemy?
2. Onuwims cmpyKkmypu eumpam €8poneucbkoco 610axcemy.

Budget

The annual EU budget is €145 bn (2015 figures) — a large sum in absolute
terms, but only about 1% of the wealth generated by EU economies every year.

The budget is subject to limits established by the multiannual financial
framework. This sets the maximum annual amounts which the EU can spend in
various policy areas over a given period (usually 7 years).

Who decides how the money is spent?

The annual budget — subject to the ceilings set out in the multiannual financial
framework, is decided democratically as follows:

. The European Commission proposes a budget.

. The national governments (acting through the EU Council), and the directly
elected European Parliament approve the proposal. This becomes next year's
budget.

What is the money spent on?

The lion's share of the EU budget supports growth and jobs. Another
significant share goes on agriculture and rural development.

Top expenditure areas (2015)

46% — smart and inclusive growth in the EU, subdivided into:

« 34% — helping underdeveloped EU regions and disadvantaged sections of
society

« 12% — making European firms more competitive.

41% — producing safe and secure food supplies, innovative farming and
efficient and sustainable use of land and forests.

How does the EU budget break down by budget heading? (2015 figures)
Within the EU

Some programmes & budgets in 2015:

« Horizon 2020 — research & innovation programme (€10 bn)

« Youth Employment Initiative (€1.4 bn)

« COSME — programme for small businesses (€0.3 bn)

« Connecting Europe Facility — transport, energy & digital networks (€3.4 bn)

« Erasmus+ — education, training, youth & sport (€1.6 bn)

« Life — environment programme (€0.4 bn)

Outside the EU
As a major global player, the EU has certain obligations to the outside world:
« promoting economic & social development

13 http://europa.eu/pol/financ/


http://ec.europa.eu/budget/mff/index_en.cfm
http://ec.europa.eu/budget/mff/index_en.cfm
http://ec.europa.eu/budget/mff/index_en.cfm
http://ec.europa.eu/budget/mff/index_en.cfm
http://europa.eu/about-eu/institutions-bodies/european-commission/index_en.htm
http://europa.eu/about-eu/institutions-bodies/european-council/index_en.htm
http://europa.eu/about-eu/institutions-bodies/european-parliament/index_en.htm
http://ec.europa.eu/europe2020/index_en.htm
http://ec.europa.eu/programmes/horizon2020/en/home
http://ec.europa.eu/social/main.jsp?catId=1036
http://ec.europa.eu/growth/smes/cosme/index_en.htm
http://ec.europa.eu/digital-agenda/en/connecting-europe-facility
http://ec.europa.eu/programmes/erasmus-plus/index_en.htm
http://ec.europa.eu/environment/life/

« keeping the peace

« helping victims of disasters & conflict.

Non-EU countries receiving aid from the EU budget fall into 3 main groups:

. Parts of the developing world where certain EU countries have strong
historical ties (especially Africa, the Caribbean and the Pacific).

« Neighbouring countries — in eastern Europe, North Africa and the Middle
East.

« Countries preparing to join the EU (candidates or potential candidates).

Examples of programmes in 2015:

« Development cooperation instrument (€2.4 bn)

« European neighbourhood instrument (€2 bn)

« Instrument for pre-accession assistance (€1.6 bn)

3aBnanns 4.2. Ha ocHOBI BUBYEHHS 3allpOMIOHOBAHOTO HIDKYE MaTepiaiy 3
caiity €C naiiTe mMCbMOBI BIIMOBII HA TaKl MTUTAHHS:

1. Illo maxe Bacamopiuna ¢hinancosa iniyiamuea i 3 SKOW MemMOI0

PO3pobNIeHo yetl OOKyMeHm?

2. Axa cmpykmypa MFF?

3. Aki Hanpamu 6usHauenHo npiopumemHuMu Ol  eKOHOMIYHO20
poszsumky €C 6ionosiono oo MFF? [loscHicms, siKi chepu oxonnroe
KOJICeH HanpsiM.

Ll]o o3nauae «cmensy suniam i ski éuou susnaverno y MFF?
AKi mexauizmu ma iHcmpymeHmu nepeobayeHo 07 pea2y8aHHs Ha
Kpu308i saeuwa?’

o b

The MFF: the EU long-term spending plan *°

The multiannual financial framework (MFF) lays down the maximum annual
amounts (‘ceilings’) which the EU may spend in different political fields
(‘headings’) over a period of at least 5 years. The upcoming MFF covers seven
years: from 2014 to 2020.

The MFF is not the budget of the EU for seven years. It provides a framework
for financial programming and budgetary discipline by ensuring that EU spending
is predictable and stays within the agreed limits. It also allows the EU to carry out
common policies over a period that is long enough to make them effective. This
long term vision is important for potential beneficiaries of EU funds, co-financing
authorities as well as national treasuries.

By defining in which areas the EU should invest more or less over the seven
years, the MFF is an expression of political priorities as much as a budgetary
planning tool. The annual budget is adopted within this framework and usually
remains below the MFF expenditure ceilings in order to retain some flexibility to
cope with unforeseen needs.

18 http://ec.europa.eu/budget/mff/introduction/index_en.cfm


http://europa.eu/about-eu/countries/on-the-road-to-eu-membership/index_en.htm
http://ec.europa.eu/enlargement/policy/glossary/terms/potential-candidate-countries_en.htm
https://ec.europa.eu/europeaid/funding/funding-instruments-programming/funding-instruments/development-cooperation-instrument-dci_en
http://eeas.europa.eu/enp/how-is-it-financed/index_en.htm
http://ec.europa.eu/enlargement/instruments/overview/index_en.htm

Proposed by the European Commission, the regulation laying down the MFF
must be adopted by the Council by unanimity after obtaining the consent of the
European Parliament.

The MFF is part of a comprehensive package which also comprises the EU
own resources and a set of sector-specific legislations defining the conditions of
eligibility and the criteria for the allocation of funds for each EU spending
programme.

The functioning of the MFF 2014-20 will be reviewed by the Commission in
2016 taking full account of the economic situation at the time as well as the latest
macroeconomic projections.

MFF Structure and Content
Headings — The EU policy areas

For the period 2014-2020, the MFF sets a maximum amount of EUR 960
billion for commitment appropriations and EUR 908 billion for payment
appropriations. The MFF 2014-20 is divided into six categories of expense
(‘headings') corresponding to different areas of EU activities:

1. Smart and Inclusive Growth

a. Competitiveness for growth and jobs: includes research and
innovation; education and training; trans-European networks in energy, transport
and telecommunications; social policy; development of enterprises etc.

b. Economic, social and territorial cohesion: covers regional policy
which aims at helping the least developed EU countries and regions to catch up
with thr rest, strengthening all regions' competitiveness and developing inter-
regional cooperation.

2. Sustainable Growth: Natural Resources: includes the common
agricultural policy, common fisheries policy, rural development and environmental
measures.

3. Security and citizenship: includes justice and home affairs, border
protection, immigration and asylum policy, public health, consumer protection,
culture, youth, information and dialogue with citizens.

4, Global Europe: covers all external action (‘foreign policy') by the EU
such as development assistance or humanitarian aid with the exception of the
European Development Fund (EDF) which provids aid for development
cooperation with African, Caribbean and Pacific countries, as well as overseas
countries and territories. As it is not funded from the EU budget but from direct
contributions from EU Member States, the EDF does not fall under the MFF.

5. Administration: covers the administrative expenditure of all the
European institutions, pensions and European Schools.
6. Compensations: temporary payments designed to ensure that Croatia,

who joined the EU in July 2013, does not contribute more to the EU budget than it
benefits from it in the first year following its accession.


http://ec.europa.eu/budget/mff/resources/index_en.cfm
http://ec.europa.eu/budget/mff/resources/index_en.cfm
http://ec.europa.eu/budget/mff/programmes/index_en.cfm

Ceilings — The maximum annual amounts

The MFF lays down the maximum annual amounts (‘ceilings') which the EU
may spend in these six policy areas and overall over the 2014-20 period. There are
two types of expenditure ceilings:

«An annual ceiling for each heading, expressed in commitment
appropriations (legally binding promises to spend money which will not
necessarily be paid out in the same year but may be disbursed over several
financial years);

« An overall annual ceiling:

o for commitment appropriations corresponding to the sum of each
heading ceilings;
o for payment appropriations: the actual amounts authorized for

disbursement in a given year. As a rule, budgeted amounts correspond to the sum
of payments scheduled for each category. The annual payment appropriations must
be covered entirely by total annual revenue.

The overall ceiling is also expressed as a percentage of the EU's estimated
GNI. This percentage is updated every year on the basis of the latest available GNI
forecasts in order to check that the EU's total estimated level of payments does not
exceed the maximum amount of own resources which the EU may raise during a
year (1.23 % of the EU’'s GNI).

The difference (‘margin’) between budgeted payment appropriations and the
annual payment ceiling and the margin between the budgeted commitment
appropriations and the expenditure ceiling per heading provide room for
manoeuvre in case of unforeseen needs and emergencies.

Flexibility and Special instruments

Flexibility mechanisms enable the EU to mobilise the necessary funds to react
to unforeseen events such as crisis and emergency situations. Their scope, financial
allocation and operating modalities are provided for in the MFF regulation and the
Interinstitutional Agreement. In the current context of reduced expenditure, they
also ensure that budgetary resources can respond to evolving priorities, so that
every euro is used where it is most needed. Most of the flexibility mechanisms are
therefore kept outside the MFF and the funding can be mobilised above the
expenditure ceilings.

Taking into account past experience, the scope for intervention for some
special instruments, such as the Emergency Aid Reserve has been broadened, the
maximum allocation increased and the carrying over of unused amounts to the
following year(s) has been allowed.

« Emergency Aid Reserve — maximum €280 million per year

The Emergency Aid Reserve is designed to finance humanitarian, civilian
crisis management and protection operations in non-EU countries in order to
quickly respond to unforeseen events. For example, the Emergency Aid Reserve
was mobilised in 2012 following the outbreak of conflict in Syria, the conflicts in
Mali and the drought in the Sahel.

« Solidarity Fund - maximum €500 million per year



The EU Solidarity Fund aims to release emergency financial aid following a
major disaster in a Member State or candidate country, such as the 2009
earthquake in the Italian Abruzzo region or the 2012 floods in Germany. Aid is
managed by the recipient country, and should be used to rebuild basic
infrastructure, fund emergency services, temporary accommodation or clean-up
operations, or counter immediate health risks.

« Flexibility instrument - maximum €471 million per year

The Flexibility instrument provides funding for clearly identified expenses
which cannot be covered by the EU budget without exceeding the maximum
annual amount for expenditure set out in the MFF. For exemple, the Flexibility
instrument was used in 2009 to contribute to the financing of energy projects in the
context of the European Economic Recovery Plan and to the decommissioning of a
nuclear power plant in Bulgaria.

« European Globalisation Adjustment Fund - maximum €150 million per
year

The European Globalisation Fund aims to help workers reintegrate into the
labour market after they have been made redundant as a result of major structural
changes in world trade patterns (e.g: as a consequence of the global financial and
economic crisis). For example, it supported Belgian workers after the General
Motors Antwerp plant closed-down.

In addition to these existing instruments, new flexibility measures have been
introduced in the MFF 2014-20:

« Flexibility for payments: under certain conditions and within the overall
ceilings set in the MFF, unused payment appropriations and margins can be carried
over from one financial year to the next. The payment ceiling of the years in which
the unused margins arise must be cut accordingly in order to leave the overall
ceiling unchanged.

« Flexibility for commitments in growth and employment: commitment
appropriations left unused in 2014-17 will form a reserve for additional
expenditure in 2016-20 in the area of growth and employment (in particular for
youth employment).

. Special flexibility for youth employment and research: in order to
concentrate a maximum of funds where they are the most needed as early as
possible, up to €2.1 billion can be brought forward to 2014-15 for the Youth
Employment Initiative and up to €400 million for research, Erasmus and SMEs.

« Flexibility for aid to the most deprived: on a voluntary basis, Member
States can increase their allocation for the aid to the most deprived by €1 billion.

« Contingency Margin: this is a last resort instrument to react to unforeseen
circumstances and amounts to 0.03 % of the EU's gross national income (GNI).



ChisibHi moJgiTuxku €C

3aBnanns 5.1. 30iticnims auaniz memoeHyil po3eUMKY OKPEMO20 HANPSAMY
cninbHoi noaimuxu €eponeticokoeo Cow3y 6i0n08ioHO 00 3aNPONOHOBAHO20
nepeiky SUKOpPUCMOoBYIouU Npu YyboMy OQ@IYitiHI AHATIMUYHI Ma CMAMUCIUYHI
mamepianu.

3aBnaHHs HEOOXIJIHO BUKOHATH Y BUIJISAI MYJBTHUMEIIMHOI Mpe3eHTalii Ta
O0COOHMCTO MPEACTABUTH HA IPAKTUIHOMY 3aHSITTI.

1. The European Union explained. Enlargement -
http://europa.eu/pol/pdf/flipbook/en/enlargement_en.pdf

2. The European Union explained. Economic and monetary union and the euro
http://europa.eu/pol/pdf/flipbook/en/economic_and _monetary union_and_the_eur
0_en.pdf

3. The European Union explained. Trade
http://europa.eu/pol/pdf/flipbook/en/trade_en.pdf

4.  The European Union explained. Regional policy
http://europa.eu/pol/pdf/flipbook/en/regional _policy en.pdf

5.  The European Union explained. Competition
http://europa.eu/pol/pdf/flipbook/en/competition_en.pdf

6. The European Union explained. Agriculture
http://europa.eu/pol/pdf/flipbook/en/agriculture_en.pdf

7. The European Union explained. Budget

http://europa.eu/pol/pdf/flipbook/en/budget_en.pdf
8. The European Union explained. Employment and social affairs
http://europa.eu/pol/pdf/flipbook/en/employment_en.pdf

9. The European Union explained. Energy
http://europa.eu/pol/ener/flipbook/en/files/energy.pdf
10. The European Union explained. Environment

http://europa.eu/pol/env/flipbook/en/files/environment.pdf


http://europa.eu/pol/pdf/flipbook/en/enlargement_en.pdf
http://europa.eu/pol/pdf/flipbook/en/economic_and_monetary_union_and_the_euro_en.pdf
http://europa.eu/pol/pdf/flipbook/en/economic_and_monetary_union_and_the_euro_en.pdf
http://europa.eu/pol/pdf/flipbook/en/trade_en.pdf
http://europa.eu/pol/pdf/flipbook/en/regional_policy_en.pdf
http://europa.eu/pol/pdf/flipbook/en/competition_en.pdf
http://europa.eu/pol/pdf/flipbook/en/agriculture_en.pdf
http://europa.eu/pol/pdf/flipbook/en/budget_en.pdf
http://europa.eu/pol/pdf/flipbook/en/employment_en.pdf
http://europa.eu/pol/ener/flipbook/en/files/energy.pdf
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