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Introduction
After weeks of lockdown the European institutions and Member States are looking towards Europe’s economic recovery from the Covid-19 pandemic. 
Following the European Council meeting on 23 April, we set out the steps taken by the EU to tackle the outbreak and analyse how effectively it has 
managed the latest in a series of significant challenges to EU unity.
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Joint economic support measures
The proposal on the table at last night’s meeting of EU leaders was a €540 billion package of measures to support the bloc’s economy:

€240 billion in ESM credit lines: Up to 2% of a Member State’s GDP will be made available to all eurozone Member States during the 
crisis.

€100 billion for a temporary loan-based instrument for financial assistance to protect employment (SURE).

€200 billion from the European Investment Bank in loans for EU companies.

The potential roads to recovery
EU leaders and the Commission will now prepare and discuss further potential measures to support Europe’s economic recovery.

The Commission will present a new proposal for the EU’s seven-year budget (Multiannual Financial Framework) that will prioritise 
investment initiatives to overcome the economic impact of the virus.

The long-debated issue of euro bonds and debt mutualisation has become the central debate in the EU fiscal response but has been 
repeatedly rejected by northern Member States. 

€
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Further financing from the European Investment Bank is likely. 
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How effectively has the crisis been managed?
The pandemic has placed further pressure on existing divisions between Member States, as Germany and the Netherlands stood firm in their 
opposition to euro bonds while southern Member States criticised the EU for being slow to come to their aid. 

Reaching agreement on measures to aid longer term recovery will pose further difficulties. Discussions on the EU’s first post-Brexit budget were 
already contentious, with northern Member States keen to limit overall spending and southern and eastern countries fighting to protect funds for 
regional development. 

Covid-19 poses a significant challenge to European unity, exacerbated by a lack of legal authority for the European Commission to coordinate a 
response. Ultimately however, the EU institutions themselves are likely to emerge from the crisis relatively unchanged. What businesses should be 
prepared for is, similar to the aftermath of the 2008 crisis, a raft of new legislation that will address perceived and observed market failures. Additionally, 
businesses that are registered in so-called tax havens may struggle to receive emergency supports from European governments.
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The road ahead
European leaders did not appear to be in the mood for the traditional marathon negotiating session, as the video-conference format does not facilitate 
the backchanneling and meetings in the margins in the early hours where deals are usually reached.

While government heads rubber stamped the first joint substantial economic response to COVID-19 crisis, little substance was forthcoming on a 
stimulus package to fund the long-term economic recovery of the Union. The Commission has been instructed to come up with a recovery plan with 
little steer from Member States, meaning any draft will need to be carefully drafted to avoid exacerbating already prevalent divisions on north vs. 
south, and grants vs. loans. The Commission will present its economic recovery plan on 6 May.
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