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• Move towards sector approach

• Concentrate support on the sector priorities including the enlargement 

agenda

• Support a clear intervention logic based on the achievement of a limited 

number or results, clear target setting and realistic milestones

• Improved ownership and simplified delivery of support

• Increased coordination with other donors

• Cross-cutting issues well integrated

THE INSTRUMENT FOR PRE-ACCESSION ASSISTANCE 
Main principles of approach to IPA II (2014-2020)



RATIONALE FOR BS

Policies

Budgeting

Execution

Results

Support change inside the national processes

Quality of budget 
implementation

Policy-based budget 
making

Country- led

Promote internal accountability
to secure results for citizens

Legislative ScrutinyExternal Audit

(Aligned to current reforms for accession – PAR / PIFC)



WHAT IS BUDGET SUPPORT?



EU APPROACH TO BUDGET SUPPORT

BS is a financial assistance 
modality: 

• It is about finance and 
incentives to deliver more 
effective support to national and 
sector policies

• It is a means to deliver better 
pre-accession assistance and 
achieving sustainable results

Policy 
Dialogue

Financial 
Transfers

Capacity 
Development

Progress / 
Performance 

Measurement
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EC RATIONAL : BUDGET SUPPORT TO ADDRESS 5 CHALLENGES

1. Improving PFM, macroeconomic stability, sustainable and inclusive 
growth and the fight against corruption and fraud

2. Promoting sector reforms and improving sector service delivery

3. State-building in fragile states, and addressing development challenges of 
SIDS and OCTs

4. Improving domestic revenue mobilisation (and reducing dependency on 
external funding or aid)

5. Promoting human rights, democratic values, peaceful societies, and 
gender equality

Com (2011) 638/2; Guidelines 2017



GENERAL OBJECTIVES OF EU BUDGET SUPPORT

1. Eradication of poverty and reduction of inequality (primary 
objective)

2. Promotion of sustainable, inclusive economic growth and job 
creation

3. Consolidation of democracies and peaceful societies and 
promotion of gender equality

4. Sectoral impacts (NEAR, IPA)



RELATED OBJECTIVES EU BUDGET SUPPORT

BS linked to private / public 

investment climate

ENI: EU External Investment Plan



Flow of funds effect:

▪ Effects of additional 

government spending

▪ Effects of pushing donor 

funds through the PFM 

system

MAIN DRIVING FORCES OF BUDGET SUPPORT

Policy and institutional effects, via:

▪ Policy dialogue

▪ Monitoring performance indicators

▪ Disbursement conditions, and

▪ Capacity development activities
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BUDGET SUPPORT INTERVENTION LOGIC
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Results
Positive	beneficiaries’	responses	to	
government	policy	management	and	
service	delivery	

Financial	transfers	
Policy	Dialogue
Disbursement	conditions
Capacity	development

Inputs

Improved	relations	between	external	
support	and	national	budget	and	policy	
processes	

Outputs

Strengthened	public	policies,	public	sector	
institutions,	public	spending,	public	service	
delivery

Induced	
outputs

Impacts
Sustainable	and	inclusive	growth,	poverty	
reduction,	empowerment	
and	social	inclusion

External	factors,	
context,	feedback	

processes
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GOVERNMENT 

STRATEGY AND 

BUDGET 

SUPPORT

Government strategy Budget Support

Impacts

• Sustainable and inclusive growth

• Poverty reduction

• Other areas (sector specific)

same

Outcomes

• Positive responses by service users and 

economic actors to government  policy 

management and service delivery

same

Outputs

• Execution of the budget

• Monitoring of results

• Improved macro-economic 

management

• Improved public services, etc.

Induced

outputs

• Improved macro-economic and budget management

• Improved availability and quality of public services

• Strengthened PFM and procurement systems

• Improved public policy formulation and execution

• Strengthened public sector institutions, etc.

Inputs

• National and  sector policies

• Budgetary resources

• Human resources

• Institutional structures

• Strategies and operational 

programmes

Direct

outputs

• Increased fiscal space for discretionary spending

• Increased availability of funding for national/sector 

priorities

• Higher predictability of external funds disbursement 

• Policy dialogue, conditionalities, TA and CB better 

coordinated and more conducive for government 

strategies

• Improved harmonisation and alignment

• Reduced transaction costs

Inputs

• Transfer of funds to the national Treasury

• Disbursement conditions

• Policy dialogue and performance indicators

• Capacity building and TA
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>To help partner countries to 
improve financial capability of 
Govt to restore peace and 
macro-economic stability and 
to ensure vital state functions 
and deliver basic services

>To be based on forward 
looking political commitment 
and on institutional reforms. 

>Support to the attainment of 
the SDGs. 

>Supports higher-level 
strategic development 
objectives. 

>Adherence to Fundamental 

Values as pre-condition.

>Emphasis on equitable access 
and quality of public service 
delivery. 

Used in situations of fragility and 
transition, also to build up state and 

societal resilience.

Sustainable Development Goals 
Contract

Sector Reform 
Performance Contract

State and Resilience Building Contract

SDG-C SRPC SRBC
Supports partner countries to 

implement their national 
development policies and strategies, 
based on fundamental values such as 

human rights.

Supports sector reforms and improved 
service delivery. 

Supports legislative and regulatory 
approximation and/or policy 

convergence process with the EU 
(ENI/IPA) (the Union’s standards, 

policies and practices)

TYPES OF CONTRACTS IPA



EC External 
Assistance €

Budget implementation through the partner country's 
PFM System, subject to its previous positive eligibility 

assessment

Partner country’s Central Bank

Conditions for
disbursement 

Foreign 
Exchange 

Reserves €

Treasury 
Account

Fiduciary Responsibility stops

FOCUS ON RESULTS

Tax & 
non tax 

revenues 
(incl. 

financing)
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FUNGIBILITY



COMPLEMENTARY MEASURES

Usually project modality
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Policy 

dialogue
Progress / 

Performance 
assessment

Financial 
transfers

Capacity 
development

Complementary 
measures
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BUDGET SUPPORT’S ELIGIBILITY CRITERIA

Stability oriented macro-economic 
policy

Relevant and credible development 
strategy

Relevant and credible PFM reform 
programme

Transparency and oversight of the 
budget

Have to be satisfied at all times 
(determinant for any tranche release)

Plus consideration of Fundamental Values and 
preparation of a Risk Management Framework

Plus in IPA countries: 
Sector reform linked to enlargement agenda with SMART targets



ELIGIBILITY 
CRITERIA 
LINKAGES Macroeconomic

policy
Public	Finance	
Management

Transparency	and	Oversight

Financing:	loans	&	grants,	
including	BS

Budget

Domestic	Revenue	
Mobilisation

Public	Expenditure

Effective	implementation	of	Public	Policies

Objectives
§Macroeconomic	stability	
and	fiscal	sustainability
§ Sustainable	and	inclusive	
growth

Instruments	
• Monetary	and	exchange	
rate	policy

• Fiscal	Policy

Function:	Manage	funds	to	
implement	public	policies

Objectives:
§ Financial	compliance
§ Fiscal	discipline
§ Resource	allocation	according	to	
policy	objectives

§ Efficient	public	service	delivery

Instrument:	National	budget



Democratic 
Governance

Domestic 
Revenue 

Mobilisation

EU 
Fundamental 

Values 

Fiscal 
sustainability 

Institutional Framework & 
capacities

Legal and 
regulatory 
framework 

Sector 
coordination 
Framework

Country-donor 
coordination 
framework

Performance 
measurement: 
M&E capacities

Risks

OTHER CONSIDERATIONS
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Broader sector view, 
focus on sector results 

and monitoring of policy 
outcomes

Fungibility provides 
increased fiscal space

Increased 
ownership/accountab

ility: greater 
government control 

over the allocation of 
funds and selection 

of projects

Improved capacity 
development: use BS and 

Capacity Development towards 
sector capacity, flexibility to use 

BS as per National Sector 
priorities

Efficiency gains 
in terms of 

reduced 
transaction 

costs 

Increased coherence of
national and sector 

policies and resource 
allocation

Strengthened 
national processes 
of policy making, 

strategy design etc.

Tighter interaction between political and policy 
dialogues especially in pre-accession countries

Strong incentive for 
improved public finance 

management, public 
administration reforms and 

sector reforms

POTENTIAL BENEFITS OF BS FOR RECIPIENT COUNTRIES


