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Introduction
The European Commission today proposed plans for a €750bn recovery instrument named “Next Generation EU” to mitigate the impact of the 
COVID-19 pandemic aimed at Member States that have been hardest hit, partly through contentious joint debt issuance. The Commission intends to 
raise the required funds for the recovery instrument by  borrowing from financial markets against its own credit rating, and temporarily increasing the 
maximum amount it can ask from Member States to finance its expenditures to 2% of EU Gross National Income. 

When presenting the proposal to the European Parliament today, Commission President Ursula von der Leyen described the recovery fund as a “new 
generational pact for tomorrow”, as she argued for the need for more solidarity in order to avoid permanent damage to the EU. Guiding principles 
throughout the proposal are the green transition and digitalisation, where the Commission wants Member States to increase their capabilities. 

To repay the fund between 2028 and 2058, the Commission is proposing establishing several new income streams or “own resources” to be ironed 
out in discussions with the European Council. Options raised include an Emissions Trading Scheme, a Carbon Border Adjustment Mechanism and a 
resource based on the operations of large companies e.g. a digital tax. According to the Commission, these new resources could cover the repayment 
of all money borrowed for the recovery plans. The idea of allowing the Commission to set up its own revenue streams has previously met opposition 
from several Member States.

The fund will sit alongside a revamped long-term EU budget (the Multiannual Financial Framework) for 2021-2027 worth €1.135trn. The revised 
proposal presented today is higher than a compromise proposed by Council President Charles Michel in February after negotiations on the MFF 
stalled due to opposition from some EU countries to increasing the EU’s budget. 
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The EU’s recovery fund
Next Generation EU consists of investments across three pillars. The first pillar focusses on support to Member States through investment and reforms, 
the second on incentivising private investments in key sectors and technologies and the third on further strengthening Member States’ resilience.

A new Recovery and Resilience facility of €560bn which will offer financial support to Member States to implement investments and reforms 
necessary for sustainable recovery. Countries will be expected to design tailored national recovery plans. Mirroring the opposition between 
Member States on whether to use grants or loans to fund the recovery, the Commission has opted for a combination of a €310bn grant 
facility and an additional €250bn in loans.

A €55bn top-up of in cohesion support between now and 2022 under the REACT-EU initiative to tackle socio-economic impacts of the 
crisis in areas hardest hit by the pandemic, to support workers, SMEs, health systems and green and digital transitions across all sectors. 

Supporting Member States through investment and reforms

https://ec.europa.eu/commission/presscorner/detail/en/ip_20_940


Incentivising private investments in key sectors and technologies
€31bn Solvency Support Instrument to mobilise private sector resources (expected to value around €300bn) to support European 
companies in the sectors, regions, and countries most affected by the crisis. 

Strengthening Europe’s investment programme InvestEU with €15.3bn to mobilise private investment in projects across the EU, focussed 
on strengthening resilience and strategic autonomy of the Union. A Strategic Investment Facility will be built into InvestEU to generate 
investments of up to €150bn.

€
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€65bn allocated to assist Member States in accelerating the transition to climate neutrality, by strengthening the Just Transition Fund and 
reinforce the European Agricultural Fund for Rural Development.

Additional measures to strengthen Member States resilience

A new €9.4bn Health Programme named EU4Health to strengthen health security and prepare for future health crises.

€2bn reinforcement of rescEU, the EU’s Civil Protection Mechanism, which will be strengthened to equip the EU to prepare for future crises.

€94.4bn for Horizon Europe to fund research in health resilience and green and digital transitions.

€16.5bn for external action, including humanitarian aid.

Increased support for other programmes focussed on digital transition; cross-border transport infrastructure; taxation and customs; 
Erasmus; agri-food and fisheries; asylum and migration; internal security and defence and pre-accession for the Western Balkans. 



Member State positions
The recovery fund, which closely follows a Franco-German proposal put forward by German Chancellor Angela Merkel and French President Emmanuel 
Macron last week, will require unanimous approval by the EU27 Member States. 

It is expected that the proposal will meet opposition from the so-called “frugal” Member States; Austria, Denmark, the Netherlands and Sweden, who 
believe that a recovery fund should be based on loans rather than grants and oppose an increase to the EU’s spending. Southern Member States, 
including Greece and Italy on the other hand are pushing for more solidarity and strongly favour a system of grants to avoid further increases of their 
government debts.  

Commission President von der Leyen insisted that priorities of the frugal four had been taken on board, and noted that the overall package, including 
the allocation of money will be decided together with the Council. 

It will be up to Member States to find a compromise during what is expected to be a particularly contentious Council Summit, taking place on the 
18th and 19th of June. 
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