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ABSTRACT 
 
This paper examines the contemporary and possible future role of the IMF in European 
economic governance in light of the cooperation developed between the EU and the Fund in 
order to tackle financial problems both in non-euro area and euro area Member States. 
Attention is paid to the influence of the IMF on the revamping of European economic 
governance through, among others, the establishment of robust crisis management 
mechanisms. On the basis of this analysis, it is suggested that the Fund will continue to have 
some role in European economic governance, at least in the mid-term. For this reason the 
EU, or at least the euro area, has an interest in becoming more influential in the work and 
decision-making of the IMF through the strengthening of its representation. As discussed in 
the paper, the Lisbon Treaty has indeed created the potential for a strengthened presence of 
the euro area (not necessarily the EU) in the IMF (see Article 138 TFEU). 
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TIME TO RECONSIDER STATUS: THE IMF, THE EU, THE EURO 

AREA AND ITS SOVEREIGN DEBT CRISIS 
  

 Thomas Ramopoulos 

Jan Wouters 

1. INTRODUCTION 

 

The global financial crisis that struck the world in 2008 removed any doubts about 

the relevance of the International Monetary Fund (‘IMF’ or ‘Fund’) in international 

economic governance.1 Furthermore, the subsequent euro area sovereign debt crisis 

gave the Fund the opportunity to recalibrate its role as a de facto lender of last resort 

open to cooperation with regional organisations in order to fulfill its mandate.2 For the 

first time the IMF found itself involved in multiple rescue programmes of euro area 

Member States. As a member of the so-called Troika – also including the European 

Commission (‘Commission’) and the European Central Bank (‘ECB’) – the IMF has 

exercised significant influence on the extensive economic policy reforms of euro area 

Member States that received financial assistance. The Fund has thereby become a 

significant actor in European economic governance. In addition, the crisis brought to 

light certain defects in the set-up of the EU’s Economic and Monetary Union (‘EMU’). 

This includes, most prominently, its asymmetric nature, where the economic 

governance component had been severely underdeveloped compared with the 

monetary one.3 This has prompted an overhaul of European economic governance 

in order to prevent and overcome future crises. Among other reforms the novel crisis 

management mechanisms of the EU and the euro area Member States seem to 

have been influenced by the governance structure and function of the IMF; 

moreover, they envisage a role for the Fund in their future financial assistance 

programmes.4 

 

                                                
1
 For an analysis on the apparent irrelevance of the IMF prior to the 2008 financial crisis, see inter alia B. 

Eichengreen, A blueprint for IMF reform: More than just a lender, International Finance 10(2), 2007, 153-175. 
2
 See F. Seitz and T. Jost, The Role of the IMF in the European Debt Crisis, HAW im Dialog, Weidener 

Diskussionspapiere, Diskussionspapier Nr. 32, January 2012. See also IMF, Seminar on Regional Financial 

Safety Nets, 8 October 2010, <http://www.imf.org/external/np/seminars/eng/2010/spr/index.htm>. 
3
 See O. Issing, The crisis of European Monetary Union – Lessons to be drawn, Journal of Policy Modeling 33, 

2011, 737-749; M. Baimbridge, B. Burkitt and P. B. Whyman, The Eurozone as a Flawed Currency Area, The 

Political Quarterly 83(1), January-March 2012, 96-107. 
4
 Parts of the preventive structures of European economic governance have also been modeled closely or have 

been inspired by the IMF. This is the case with the EU surveillance mechanism, which shares similarities in its 

goals, mandatory nature and periodicity with that of the IMF. However, since the IMF has no formal role in it, an 

analysis of this surveillance mechanism falls outside the scope of this paper. See W. Bergthaler, The 

Relationship Between International Monetary Fund and European Union Law: Influence, Impact, Effect, and 

Interaction, in R. A. Wessel and S. Blockmans (eds.), Between Autonomy and Dependence: the EU Legal Order 

under the Influence of International Organisations (T.M.C. Asser Press, 2013), 191-193. 
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The present contribution focuses on the contemporary and possible future role of the 

IMF in European economic governance. It is submitted that it is in the interest of the 

EU/euro area to strengthen its representation5 in, and thereby its impact on the work 

of, the IMF.6 The Lisbon Treaty has created the potential for a strengthened 

presence of the euro area (not necessarily the EU) in the IMF. According to the new 

Article 138(1) of the Treaty on the Functioning of the European Union (‘TFEU’), euro 

area Member States have the obligation to adopt common positions in international 

fora. Moreover, Article 138(2) TFEU provides for the possibility for euro area 

Member States to unify their representation in international fora. However, the 

relationship between the external representation of the EU and of the euro area 

remains to be clarified in practice, since the Treaties are silent in this respect. This 

paper examines the potential and limits of EU law with regard to a unification of the 

representation of the EU or the euro area in the IMF. For reasons of space, it does 

not analyze whether IMF law allows for a strengthened or even unified 

representation of the EU or the euro area in the Fund.7  

 

First, the current status of the EU in the IMF is described briefly (2). Secondly, the 

role of the IMF in European economic governance before and after the crisis is 

revisited, as illustrated, among others, in EU legislation (3). The focus thereby lies in 

particular on developments after the advent of the crisis and the cooperation 

between the EU and the Fund in tackling financial problems both in non-euro area 

and euro area Member States. In addition, attention is paid to the influence of the 

IMF on the revamping of European economic governance through, among others, 

the establishment of robust crisis management mechanisms. The findings are that 

the Fund will continue to have some role in European economic governance, at least 

in the mid-term. It is therefore in the interest of the EU/euro area to strengthen its 

representation in, and impact on the work of, the IMF. Towards the end of the 

contribution (4), the feasibility of this proposition is examined in light of the potential 

and limits of EU law. 

 

 

 

 

 

                                                
5
 See recently also J. Wouters and S. Van Kerckhoven, The International Monetary Fund, in K.E. Jorgensen and 

K.V. Laatikainen (eds.) Routledge Handbook on the European Union and International Institutions: Performance, 
Policy, Power, (Routledge, 2012), 221-233; J. Wouters, S. Van Kerckhoven and T. Ramopoulos, The EU and the 
Euro Area in International Economic Governance: The Case of the IMF, in F. Amtenbrink and D. Kochenov 
(eds.), The European Union’s Shaping of the International Legal Order, (Cambridge University Press, 2013), 306-
327. For an analysis of the institutional changes within the IMF to accommodate the establishment of the EMU 
see A. Broome, The Politics of IMF-EU Cooperation: Institutional Change from the Maastricht Treaty to the 
Launch of the Euro, Journal of European Public Policy, 2012, 1–17. 
6
 Although this discussion falls outside the scope of our present analysis, recent developments in Ukraine, which 

necessitated economic assistance from the EU and the IMF, underlined among others the importance of having a 

strong EU or at least euro area presence in the Fund as part of a concerted effort to promote EU foreign policy 

objectives also through the work and programmes of the IMF. 
7
 See for this question Wouters, Van Kerckhoven and Ramopoulos, n 5. 
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2. BEFORE AND AFTER THE CRISIS: UNCHANGED STATUS OF THE EU IN THE IMF 

 

The EU does not enjoy any formal status in the IMF. It is represented in the Fund by 

two of its institutions, the ECB and the Commission, as well as by its Member States. 

The ECB has observer status at the IMF Executive Board8 and can express its view 

about European monetary matters during the Board’s meetings.9 The Commission 

has observer status at the Development Committee. Given their limited status in the 

Fund, the two institutions have a rather circumscribed role in the work of the IMF. 

The responsibility of representing the EU in all other functions of the IMF, therefore, 

falls on the shoulders of EU Member States, which are all full Member Countries of 

the Fund.10 However, EU Member States are dispersed within the Fund in different 

constituencies, sometimes comprising a combination of euro area Member States, 

non-euro area Member States and third countries.11 This leads to a diminished 

visibility and, arguably, influence in the Fund, despite the fact that EU Member 

States jointly hold a quota of more than 30 percent.12 

 

In order to tackle this problem, two coordination mechanisms exist in Washington 

D.C. and Brussels, respectively. The group of EU representatives to the IMF 

(EURIMF) convenes in Washington D.C., whereas the Sub-Committee on IMF 

(SCIMF) operates under the ECOFIN Council in Brussels. However, coordination 

through these two mechanisms is considered insufficient and often fails to produce 

common EU positions and, ultimately, statements in the Fund.13 The international 

financial crisis and the Euro area’s sovereign debt crisis worsened this problem since 

they often laid bare “strongly diverging national interests among [EU Member 

States].”14 At the same time Member States have been reluctant to see a further 

strengthening of EU representation in the Fund through unification since this would 

                                                
8
 See Decision no. 11875 (99/1), 21 December 1998, substituted by Decision no. 12925 (03/1), 27 December 

2002, as amended by Decisions no. 13414 (05/01), 23 December 2004, 13612 (05/108), 22 December 2005, and 

14517 (10/1), 5 January 2010.  
9
 A. Ahearne and B. Eichengreen, External Monetary and financial policy: a review and a proposal, in A. Sapir 

(ed.), Fragmented Power: Europe and the Global Economy, (Bruegel 2007), 140. 
10

 G. Mahieu, D. Ooms and S. Rottier, EU Representation and the Governance of the International Monetary 

Fund, European Union Politics 6(4), 2005, 499. 
11

 See G. Mahieu, D. Ooms, and S. Rottier, The Governance of the International Monetary Fund with a Single EU 

chair, Financial Stability Review 1(1), 2003, 181. 
12

 See Wouters and Van Kerckhoven, n 5, 221-233; L.B. Smaghi, A Single EU Seat in the IMF?, Journal of 

Common Market Studies 42(2), 2004, 230; R. Smits, International Representation of European in the Area of 

Economic and Monetary Union: Legal Issues and Practice in the First Ten Years of the Euro, Proceedings of the 

Conference ‘10 years of European Monetary Union: a legal perspective’, 29-30 January 2009, 12. 
13

 European Commission (2008), EMU@10.Successes and challenges after ten years of Economic and 

Monetary Union, European Economy, No. 2, Economic and Financial Affairs DG, at 142. 
14

 D. Schwarzer, ‘The European Union and the economic and financial crisis: Reforming internal governance and 

external representation in turbulent times’, in B.J.C. McKercher (ed.), Routledge handbook of diplomacy and 

statecraft (2012), at 303. For examples of opposing views among EU Member States on issues pertaining to the 

reform of the international monetary system, see also K. Gnath and C. Schmucker (2011), ‘Same Economic 

Nightmares, Different Solutions: Transatlantic Approaches to International Macroeconomic Policymaking’, AICGS 

Policy Report, No. 48, American Institute for Contemporary German Studies, Washington, at 20-23. 
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come at the expense of them having their own voice heard.15 They discretely oppose 

a unification of their representation in the IMF.16 

 

Still, in light of the recent crises, it has become clear that the EU/euro area needs to 

strengthen its representation in the IMF if it wants to co-shape decision-making in the 

Fund.17 As will be seen below, the increased role of the Fund in European economic 

governance makes the need for a more effective representation all the more 

pressing. 

 

 

3. THE IMF IN EUROPEAN ECONOMIC GOVERNANCE 

 

Before the recent crises the IMF played a rather modest, if any, role in European 

economic governance. Still, it was not disregarded, especially on monetary issues. In 

addition, the IMF had become an actor alongside the then European Community 

since the early 1990s in providing assistance to the countries of Eastern Europe. 

However, with the advent of the European sovereign debt crisis the IMF took centre 

stage in European economic governance, especially in the latter’s crisis 

management arm. It has cooperated with EU institutions in rescue packages to non-

euro area and euro area Member States, setting a precedent for other such 

programmes. Its model has also been taken up by the novel euro area crisis 

management mechanism, the European Stability Mechanism (‘ESM’), which, like its 

predecessors, the European Financial Stabilisation Mechanism (‘EFSM’) and the 

European Financial Stability Facility (‘EFSF’), envisages a role for the IMF in future 

financial assistance programmes for euro area Member States. 

 

The EU had been coordinating with the IMF since the early 1990s in its efforts to 

assist and gradually integrate the countries of Eastern Europe. When providing 

medium-term financial assistance (‘MTF’) to these countries, the relevant Council 

Decision stipulated that the Commission would manage the loan “in a manner 

consistent with any agreement reached between the IMF and [the borrowing 

country]”18 and that “[t]he Commission [would] verify at regular intervals, in 

collaboration with the Monetary Committee and in close co-ordination with G-24 and 

the IMF, that the economic policy of [the borrowing country was] in accordance with 

the objectives of this loan and that its terms and conditions [were] being fulfilled.”19 In 

                                                
15

 Schwarzer, n 14,  at 311. 
16

 Ahearne and Eichengreen, n 9, 145; R. Barents, Het Verdrag van Lissabon: Achtergronden en commentaar 

(Kluwer 2008), 584; F.-X. Priollaud and D. Siritzky, ‘Le traité de Lisbonne: texte et commentaires, article par 

article, des nouveaux traités européens (TUE-TFUE)’, La Documentation Française 2009, 259.  
17

 Schwarzer, n. 14. 
18

 Council Decision of 25 February 1991 providing medium-term financial assistance for the Czech and Slovak 

Federal Republic, (91/106/EEC), 2.3.1991, O.J. L 56/24, Article 1. 
19

 Council Decision of 25 February 1991 providing medium-term financial assistance for the Czech and Slovak 

Federal Republic, (91/106/EEC), 2.3.1991, O.J. L 56/24, Article 2, second subparagraph. 
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the same spirit, association agreements with these countries provided for the 

possibility of financial assistance by the Community. This was conditioned inter alia 

on continued compliance by the receiving States with IMF programmes aimed at 

transforming their economy. Thus, the association agreement with Poland provided: 

 

This financial assistance is subject to Poland’s presentation of IMF supported 

programmes in the context of G-24, as appropriate, for convertibility and/or for 

restructuring its economy, to the Community’s acceptance thereof, to Poland’s 

continued adherence to these programmes and, as an ultimate objective, to 

rapid transition to reliance on finance from private sources.20 

 

These agreements reveal a limited involvement of the IMF aimed at providing 

financial assistance to the countries of Eastern Europe, which were to become EU 

Member States a decade later. The volume of the loans given in accordance with 

these agreements was comparatively small. In any case, the implementation of the 

conditions that were attached to them did not pose any immediate existential threat 

to the survival of the EU or the euro area. Successful EU-IMF coordination was by 

no means as important as it is today. Besides, these loans were given in a very 

different era, when the IMF was dominated by the US and EU Member States. 

These transatlantic partners mostly shared common interests in the policy fields 

covered by the IMF. Therefore, it was easier and far less pressing to coordinate the 

actions of the EU and the IMF despite the former’s lack of membership in the Fund. 

 

However, in October 2008, 32 years after it had last provided financial aid to an EU 

Member State (the United Kingdom), the IMF was asked to step in and give financial 

assistance together with the EU, this time to Hungary. The EU assisted Hungary 

financially through its Balance-of-Payment (‘BoP’) Assistance Facility.21 It was 

envisaged that this first EU/IMF joint programme “could … become a reference on 

how to proceed should further cases of a similar nature arise”.22 Indeed, it was 

followed by the programmes in Latvia in December 200823 and Romania in May 

                                                
20

 Europe Agreement establishing an association between the European Communities and their Member States, 

of the one part, and the Republic of Poland, of the other part, 31.12.1993, O.J. L 348/2, Article 99. 
21

 BoP was established by Council Regulation (EC) No. 332/2002 of 18 February 2002, 23.2.2002, O.J.  L 53/1. 

For EU assistance to Hungary see Council Decision of 4 November 2008 providing Community medium-term 

financial assistance to Hungary (2009/102/EC), 6.2.2009, O.J. L 37/5.  
22

 IMF, “Hungary: Request for Stand-By Arrangement—Staff Report; Staff Supplement; and Press Release on 

the Executive Board Discussion”, IMF Country Report No. 08/361, November 2008, 7, 

<http://www.imf.org/external/pubs/ft/scr/2008/cr08361.pdf>. 
23

 See Council Decision of 20 January 2009 granting mutual assistance to Latvia (2009/289/EC), 25.3.2009, O.J. 

L 79/37; Council Decision of 20 January 2009 providing Community medium-term financial assistance for Latvia 

(2009/290/EC), 25.3.2009, O.J. L 79/39 as amended by Council Decision of 13 July 2009 (2009/592/EC), 

4.8.2009, O.J. L 202/52. See also IMF, “Republic of Latvia: Request for Stand-By Arrangement—Staff Report; 

Staff Supplement; Press Release on the Executive Board Discussion; and Statement by the Executive Director 

for the Republic of Latvia”, IMF Country Report No. 09/3, January 2009, 

<http://www.imf.org/external/pubs/ft/scr/2009/cr0903.pdf>. 
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2009.24 In addition, the EU and the IMF agreed in 2011 and again in 2013 to provide 

Romania with joint pre-cautionary financial assistance programmes with the last 

programme expected to run until the end of September 2015.25 These programmes 

had in common that they were addressed to non-euro area Member States. 

Therefore, from an EU law perspective they were not problematic as long as they 

complied with Article 143 TFEU (former Article 119 EC), which provides for a prior 

involvement of or at least consultation with the Commission and Council with regard 

to the appropriate way to address a balance of payments problem. Compliance with 

this condition proved to be slightly more problematic in the case of Latvia, where EU 

authorities disagreed with the IMF on the question of the devaluation of the Latvian 

currency, the lats, as part of the reforms in the country. This disagreement was 

resolved with the IMF desisting from asking for a devalutation and the EU 

undertaking the bulk of financial support to Latvia. Based on the lessons learned 

from these three EU-IMF joint programmes in non-euro area Member States and 

with the aim of making the best use of the respective competitive advantages of the 

two organisations, the EU developed guidelines on future joint EU-IMF programmes 

in the context of BoP assistance, although the latter is not formally linked to IMF 

programmes.26 These guidelines were created “under the assumption that any future 

BoP assistance programme for EU members will be in coordination with the Fund”.27 

Clearly, the EU expected the IMF to play a role in future financial assistance 

programmes to non-euro area Member States and tried to institutionalise EU-IMF 

cooperation in this field. 

 

The involvement of the IMF in financial assistance programmes to EU Member 

States did not end with the ‘new’ Member States. The sovereign debt crisis found the 

euro area without an instrument able to support financial stability in its Member 

States since BoP is not available for them. Once it became clear in the first months 

of 2010 that Greece needed financial assistance, participation of the IMF in a rescue 

package for the country was sought. Eventually, in May 2010 the IMF agreed to 

participate in a 3-year financial rescue package for Greece. This joint EU-IMF 

programme consisted of €80 billion in bilateral loans by EU Member States centrally 

pooled by the Commission, and €30 billion more contributed by the IMF under a 

                                                
24

 See Council Decision of 6 May 2009 providing Community medium-term financial assistance for Romania 

(2009/459/EC), 13.6.2009, O.J. L 150/8. See also IMF, “Romania: Request for Stand-By Arrangement—Staff 

Report; Staff Supplements; and Press Release on the Executive Board Discussion”, IMF Country Report No. 

09/183, June 2009, <http://www.imf.org/external/pubs/ft/scr/2009/cr09183.pdf>. 
25

 See Council Decision 2011/288/EU of 12 May 2011 providing precautionary EU medium-term financial 

assistance to Romania, O.J. L 132/15; Council Decision 2013/531/EU of 22 October 2013 providing 

precautionary EU medium-term financial assistance to Romania, O.J. L 286/1. 
26

 EU Guidelines on EU-Fund coordination, Doc. ECFIN/G/C ARES(2009)365646(REV) (unpublished). For a 

summary see IMF, “Hungary: Ex Post Evaluation of Exceptional Access Under the 2008 Stand-By Arrangement”, 

IMF Country Report No. 11/145, 24 May 2011, Appendix I, 35, 

<http://www.imf.org/external/pubs/ft/scr/2011/cr11145.pdf >. 
27

 IMF, “Hungary: Ex Post Evaluation of Exceptional Access Under the 2008 Stand-By Arrangement”, IMF 

Country Report No. 11/145, 24 May 2011, Appendix I, 35, < 

http://www.imf.org/external/pubs/ft/scr/2011/cr11145.pdf >. 
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Stand-by Arrangement (‘SBA’).28 In March 2012 a second adjustment programme for 

Greece was approved committing €130 billion more, principally from EU Member 

States and secondly from the IMF.29 This time the EU contribution was made by the 

new temporary euro area financial stability facility, the EFSF. A third adjustment 

programme for Greece was agreed in the summer of 2015.30 On 19 August 2015 

Greece finally signed an MoU with the European Commission for further financial 

support coupled with a third adjustment programme.31 It further concluded a 

Financial Assistance Facility Agreement with the ESM.32 The financial assistance to 

Greece will amount up to €86 billion over a 3-year period. By the end of 2010 a 3-

year financial assistance programme for Ireland was adopted.33 Ireland was to 

receive €62.5 billion by the EFSM, the EFSF, some EU Member States in bilateral 

loans and Irish contributions, and €22.5 billion by the IMF under an Extended Fund 

Facility (‘EFF’) arrangement.34 In addition, Portugal also asked for financial 

assistance leading to the adoption in May 2011 of another joint rescue programme 

worth €78 billion out of which up to €52 billion were to be made available by the 

EFSM and the EFSF and €26.5 billion were to be allocated by the IMF, again under 

                                                
28

 IMF, “Europe and IMF Agree €110 Billion Financing Plan With Greece”, 2 May 2010, 

<http://www.imf.org/external/pubs/ft/survey/so/2010/car050210a.htm>. See also IMF, “Joint Statement on Greece 

by EU Commissioner Olli Rehn and IMF Managing Director Dominique Strauss-Kahn”, 2 May 2010, 

<http://www.imf.org/external/np/sec/pr/2010/pr10177.htm>. 
29

 “Statement by the President of the Eurogroup, Jean-Claude Juncker”, 14 March 2012, 

<http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ecofin/128941.pdf>; IMF, “IMF Board 

Approves €28 Billion Loan for Greece”, 15 March 2012, 

<http://www.imf.org/external/pubs/ft/survey/so/2012/car031512b.htm>. 
30

 Following a request by Greece for a three-year loan to the Eurogroup President and the Board of Governors of 

the ESM on 8 July 2015 on the basis of Article 13 of the ESM Treaty, an agreement in principle was reached in 

the morning of 13 July 2015 on a new ESM programme for Greece. See European Commission, DG Economic 

and Financial Affairs, “Greece - Assessment of the Commission, in liaison with the ECB, of the request for 

stability support in the form of an ESM loan, in compliance with Art 13 of ESM Treaty”, 10 July 2015, 

<http://ec.europa.eu/economy_finance/assistance_eu_ms/documents/2015-07-

10_greece_art__13_eligibility_assessment_esm_en.pdf>; “Euro Summit Statement”, SN 4070/15, 12 July 2015, 

<http://www.consilium.europa.eu/en/press/press-releases/2015/07/12-euro-summit-statement-greece/>. In order 

to cover urgent needs before the entry into force of the new programme, Greece received assistance from the 

EFSM in the form of a bridge loan worth €7.16 billion disbursed at once and linked to economic policy 

conditionality. See Council Implementing Decision (EU) 2015/1181 of 17 July 2015 on granting short-term Union 

financial assistance to Greece, 18.7.2015, O.J. L 192/15. On the efforts of the EU, and in particular the 

Commission, to provide support for the Greek economy, see also European Commission, Communication from 

the Commission to the European Parliament, the Council, the European Economic and Social Committee and the 

Committee of the Regions,  A New Start for Jobs and Growth in Greece, COM(2015) 400 final, 15/7/2015. 
31

 See Memorandum of Understanding between the European Commission acting on behalf of the European 

Stability Mechanism and the Hellenic Republic and the Bank of Greece, 19 August 2015 

<http://ec.europa.eu/economy_finance/assistance_eu_ms/greek_loan_facility/pdf/01_mou_20150811_en.pdf> 
32

 Financial Assistance Facility Agreement between the European Stability Mechanism and the Hellenic Republic 

as the Beneficiary Member State and the Bank of Greece as Central Bank and Hellenic Financial Stability Fund 

as Recapitalisation Fund, 19 August 2015. 
33

 IMF, “Joint Statement on Ireland by EU Commissioner Olli Rehn and IMF Managing Director Dominique 

Strauss-Kahn”, Press Release No. 10/461, 28 November 2010, 

<http://www.imf.org/external/np/sec/pr/2010/pr10461.htm>. 
34

 IMF, “IMF Executive Board Approves €22.5 Billion Extended Arrangement for Ireland”, Press Release No. 

10/496, 16 December 2010, <http://www.imf.org/external/np/sec/pr/2010/pr10496.htm>. 
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an EFF arrangement.35 Lastly, Cyprus and Spain asked for financial assistance on 

25 June 2012. Spain only requested and received financial assistance of up to €100 

billion for the recapitalization of its financial institutions.36 In the end only €41.4 billion 

were allocated to Spain. In the case of Spain the IMF only offered technical 

assistance both to the negotiations leading to the assistance and to its 

implementation and monitoring.37 On the contrary the Fund has been fully involved in 

the €10 billion economic adjustment programme of Cyprus, which was fully agreed 

by the Commission, the ECB and the IMF in April 2013. €9 billion will be contributed 

by the ESM and the remaining amount by the Fund.38 As first signs of apparent 

success of the financial assistance programmes, on 8 December 2013 Ireland 

successfully exited the EFSF programme, followed by Spain on 31 December 2013, 

which also exited its ESM programme.39 Portugal exited its programme on 12 June 

2014. All three Member States are currently under a so-called post programme 

surveillance (PPS) until at least three quarters of the financial assistance provided to 

them has been paid back. In the context of PPS, the Commission, in coordination 

with the ECB, reviews the economic, fiscal and financial developments in these 

Member States and produces assessments thereon.40  

 

Germany, the largest economy of the euro area, insisted on the involvement of the 

IMF in euro area rescue programmes41, contrary to the wishes of the ECB.42 

                                                
35

 IMF, “IMF Executive Board Approves an €26 Billion Extended Arrangement for Portugal”, Press Release No. 

11/190, 20 May 2011, <http://www.imf.org/external/np/sec/pr/2011/pr11190.htm>. 
36

 See Financial Assistance Facility Agreement between European Stability Mechanism and the Kingdom of 

Spain, the Bank of Spain and Fondo de Reestructuración Ordenada Bancaria, 

<http://www.esm.europa.eu/pdf/FFASpnMainAgreementExecution130214.pdf>. 
37

 See Terms of Reference for Fund Staff Monitoring in the Context of European Financial Assistance for Bank 

Recapitalization, 20 July 2012, <http://www.imf.org/external/np/country/2012/esp/spaintor.pdf>. 
38

 See Financial Assistance Facility Agreement between European Stability Mechanism and the Republic of 

Cyprus and Central Bank of Cyprus, 

<http://www.esm.europa.eu/pdf/ESM%20FFA%20Cyprus%20publication%20version%20final.pdf>; IMF, Cyprus: 

Letter of Intent, Memorandum of Economic and Financial Policies, and Technical Memorandum of 

Understanding, 29 April 2013, <https://www.imf.org/external/np/loi/2013/cyp/042913.pdf>. 
39

 See EFSF, Conclusion of EFSF financial assistance programme for Ireland: an overview, 8 December 2013, 

<http://www.efsf.europa.eu/attachments/Irish%20exit%20presentation.pdf>; and ESM, Conclusion of ESM 

financial assistance programme for Spain: an overview, 31 December 2013, 

<http://www.esm.europa.eu/pdf/Spanish_exit.pdf>. 
40

 See European Commission, Ex post Evaluation of the Economic Adjustment Programme: Ireland, 2010-2013, 

Institutional Paper 4, July 2015, <http://ec.europa.eu/economy_finance/publications/eeip/pdf/ip004_en.pdf>; 

European Commission, Post-Programme Surveillance Report, Portugal, Spring 2015, Institutional Paper 6, July 

2015, <http://ec.europa.eu/economy_finance/publications/eeip/pdf/ip006_en.pdf>. 
41

 See G. Wiesmann and Q. Peel, Berlin shifts stance on IMF role in Greece, Financial Times, 18 March 2010, 

<http://www.ft.com/intl/cms/s/0/3943e114-327f-11df-bf20-00144feabdc0.html#axzz2MfRaCkzD>; F. Seitz and T. 

Jost, n 3, 9-10. 
42

 CRS Report for Congress, Frequently Asked Questions about IMF Involvement in the Eurozone Debt Crisis, 27 

August 2010, 5, <http://www.fas.org/sgp/crs/row/R41239.pdf>. With regard to the stance of the ECB on the 

matter see ECB, “Introductory statement with Q&A”, 4 March 2010, 

<http://www.ecb.int/press/pressconf/2010/html/is100304.en.html>, where the then President of the ECB, J.-C. 

Trichet opined that “I do not believe that it would be appropriate to introduce the IMF as a supplier of help through 

standby arrangements or through any such kind of help. […] The fact is that the conditionality inside the euro 
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Germany’s pressure in the direction of the participation of the IMF in such 

programmes as a sine qua non became yet more pronounced in the protracted 

negotiations for a third adjustment programme for Greece, although the government 

of the latter was openly opposed to it. As analysed below, as a result of this 

insistence, the role of the IMF has by now been institutionalised in the crisis 

management architecture of the euro area. The main reason for this insistence was 

that the IMF is considered to be largely immune to political pressures within the EU. 

Therefore, it is able to introduce strict conditionality in the financial assistance 

packages and subsequently enforce it. Moreover, it has an accumulated experience 

from past programmes ranging from their elaboration and negotiation to their 

monitoring and execution. In retrospect though, the IMF seems at times to have 

been overtaken by political decisions within the EU with regard to its participation in 

the financial assistance programmes of Greece, Ireland and Portugal. Still, these 

programmes as well as the ones that followed them bear the characteristics of 

standard IMF programmes.43 The countries receiving them have to comply with strict 

conditionality. They have to take prior actions, meet quantitative performance criteria 

and indicative targets, as well as structural benchmarks, as these are delineated in 

their respective rescue programmes.44 The adequate implementation of the 

programmes is monitored on a quarterly basis by the Troika, namely the 

Commission, the ECB and the IMF. The EU institutions and the IMF carry out their 

assessments on the progress of the programme separately. These assessments 

respectively inform the Eurogroup and the IMF executive board, which have to 

approve independently of each other the further allocation of funds to the country 

receiving assistance. Thus, the IMF has been instrumental in devising and executing 

the rescue programmes to the euro area Member States. Clearly, this role has a 

significant impact on the euro area if only for the simple reason that the stability of 

the euro area still depends partly on the financial stability of its weakest members.  

 

The development of the euro area crisis and the adoption of these rescue 

programmes seem to have institutionalised the role of the IMF in the crisis 

management component of European economic governance. Regulation 407/2010 

                                                                                                                                                  
area has to be decided, in our opinion, by the peers, according to the Stability and Growth Pact and the 

European framework as it functions.” 
43

 Although some commentators considered these programmes to be less strict than previous ones in light of 

their size relative to the quotas of the borrowing countries, European observers suggested that the IMF was the 

more objective actor within the Troika. See Independent Evaluation Office of the International Monetary Fund, 

The Role of the IMF as Trusted Advisor, 17 January 2013, 29. 
44

 See IMF, “Greece: First and Second Reviews Under the Extended Arrangement Under the Extended Fund 

Facility, Request for Waiver of Applicability, Modification of Performance Criteria, and Rephasing of Access—

Staff Report”, 21 December 2012, <http://www.imf.org/external/pubs/ft/scr/2013/cr1320.pdf>,  35, 128-135. See 

also IMF, “Greece: First and Second Reviews Under the Extended Arrangement Under the Extended Fund 

Facility, Request for Waiver of Applicability, Modification of Performance Criteria, and Rephasing of Access—

Staff Supplement”, 15 January 2013, 1-4, <http://www.imf.org/external/pubs/ft/scr/2013/cr1320.pdf>. See also 

European Commission, “The Second Economic Adjustment Programme for Greece First Review - December 

2012”, Occasional Papers 123, December 2012, 

<http://ec.europa.eu/economy_finance/publications/occasional_paper/2012/pdf/ocp123_en.pdf>. 
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of 11 May 2010 establishing a European Stabilisation Mechanism45, the EFSM, 

provides that the “activation [of the EFSM] will be in the context of a joint 

EU/International Monetary Fund (IMF) support.”46 Still, a Member State wishing to 

obtain financing from the IMF should “first consult the Commission.”47 It is further 

worth noting that the procedure to secure financial assistance by the EFSM, as 

described in Article 3 of the Regulation, closely follows that of the IMF.48 This is not 

surprising for two reasons. First, it is normal for the EU to adopt the procedure of the 

Fund given the Fund’s expertise in offering financial assistance to countries under 

strict conditionality. Second, opting for a different procedure than that of the Fund 

would unnecessarily complicate efforts to have joint EU-IMF programmes. 

 

At the same time, the EFSF, a special purpose vehicle, was established by the euro 

area Member States on 7 June 2010.49 In the preamble of the EFSF Framework 

Agreement “[i]t is envisaged that financial support to euro-area Member States shall 

be provided by EFSF in conjunction with the IMF”.50 Furthermore, the negotiation of 

a Memorandum of Understanding (‘MoU’) with a euro area Member State seeking 

assistance by the EFSF will be made by “the Commission (in liaison with the ECB 

and the IMF)”.51 

 

Soon thereafter EU Member States established a permanent financial stability 

mechanism, the ESM52, which entered into force on 8 October 2012 and overtook 

the EFSF and the EFSM as of July 2013.53 The ESM is modeled after the EFSF, but 

attempts to institutionalise further the role of the IMF in all stages of future 

programmes. The preamble of the Treaty establishing the ESM provides that 

 

[t]he ESM will cooperate very closely with the International Monetary Fund 

("IMF") in providing stability support. The active participation of the IMF will be 

sought, both at technical and financial level. A euro area Member State 

requesting financial assistance from the ESM is expected to address, wherever 

possible, a similar request to the IMF.”54 

                                                
45

 Council Regulation (EU) 407/2010 of 11 May 2010 establishing a European Stabilisation Mechanism, 

12.5.2010, O.J. L 118/1 (EFSM). 
46

 EFSM, Preamble, fifth recital. 
47

 EFSM, Article 3(8). 
48

 EFSM, Article 3. 
49

 Decision of the Representatives of the Governments of the Euro Area Member States Meeting within the 

Council of the European Union - Decision of the Representatives of the Governments of the 27 EU Member 

States, 9614/10 of 10 May 2010; European Financial Stability Facility, Articles of Incorporation, 

http://www.efsf.europa.eu/attachments/efsf_articles_of_incorporation_en.pdf (Accessed on 5 March 2013). 
50

 EFSF Framework Agreement, Preamble Recital (1). 
51

 EFSF Framework Agreement, Article 2(1)(a). 
52

 Treaty establishing the European Stability Mechanism (ESM), 

<http://consilium.europa.eu/media/1216793/esm%20treaty%20en.pdf>. 
53

 Conclusions of the European Council, 16-17/12/2010, EUCO 30/1/10 REV 1. Still, the EFSF will remain active 

until the completion of the financing of the programmes for Greece and Portugal. 
54

 ESM, Preamble Eighth Recital. 

http://www.efsf.europa.eu/attachments/efsf_articles_of_incorporation_en.pdf
http://consilium.europa.eu/media/1216793/esm%20treaty%20en.pdf
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In addition, IMF representatives can be invited on an ad hoc basis to meetings of the 

Board of Governors of the ESM.55 Furthermore, the ESM is entitled, “for the 

furtherance of its purposes, to cooperate, within the terms of this Treaty, with the 

IMF” and with other States or international organisations.56 The procedure for 

granting financial support provides that “[w]herever appropriate and possible”, the 

IMF is to be involved in the prior assessment of the public debt sustainability of a 

country applying for assistance.57 The IMF is also to participate in the subsequent 

negotiation of the MoU “detailing the conditionality attached to the financial 

assistance facility.”58 Lastly, the IMF is expected to conduct the monitoring of the 

implementation of the agreed programme together with the Commission and the 

ECB.59 

 

The governance structures of the ESM are also similar to those of the IMF: a Board 

of Governors, a Board of Directors and a Managing Director.60 The influence of the 

IMF is further prevalent in other provisions, such as the one allowing for the 

possibility of private sector involvement in adjustment programmes61 or the one 

giving ESM loans preferred creditor status.62 

 

It follows from the above that the role of the Fund in the EU with regard to providing 

financial assistance to Member States is far from incidental or temporary. The 

experience of the programmes for Hungary, Latvia and Romania led to the drafting 

of the Commission Guidelines that envisage IMF participation in future BoP 

programmes. In addition, the EU and the IMF provided joint rescue packages to euro 

area Member States that bore the characteristics of traditional IMF loans. What is 

more, the EFSM, the EFSF, and their successor, the ESM, provide for a continued 

role of the IMF in financial assistance programmes in the future. The ESM is even 

modeled to a great extent after the IMF. These developments manifest that the Fund 

will have some role in the financial crisis management structures of the EU, at least 

in the medium term, even if the Commission gradually obtains the expertise to 

devise and monitor the implementation of financial assistance programmes.  

 

In light of the desire of EU Member States to keep the Fund involved in guaranteeing 

financial stability within the EU, and the apparent international rebalancing of powers 

at the expense of Europe in the IMF, it is in the strategic interest of the EU to try to 

be more directly involved in the governance of the IMF so as to pursue its agenda 

                                                
55

 ESM, Article 5. 
56

 ESM Article 38. 
57

 ESM, Article 13(1)(b). 
58

 ESM, Article 13(3). 
59

 ESM, Article 13(7). 
60

 ESM, Articles 4-7. 
61

 ESM, Preamble twelfth recital. 
62

 ESM, Preamble thirteenth recital. 
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more successfully. It is submitted that the best way to do this would be through 

strengthening the EU/euro area’s representation in the Fund. However, the question 

arises whether this is legally feasible from the perspective of EU law. 

 

4. EU LAW ON THE REPRESENTATION OF THE EU AND THE EURO AREA IN THE IMF 

 

The Lisbon Treaty has brought forward a number of changes in the direction of a 

more unified representation of the euro area, but not necessarily of the EU, in the 

IMF. According to Article 138(1) TFEU, euro area Member States have to reach 

common positions on economic and monetary issues that are the subject matter of 

International Financial Institutions and Conferences (‘IFICs’). Article 138(2) TFEU 

enables (‘may’) the Council to adopt appropriate measures, on a proposal of the 

Commission and after consulting the ECB, to ensure a unified representation at the 

IFICs.63 This formulation stands in contrast with that of the former Article 111(4) EC, 

which obliged the Council to adopt measures regarding representation.64 However, 

the reference to a unified representation of the euro area is novel.65 In addition, the 

previous reference to the Community (now the Union) is missing.  

 

 Article 138 

1. In order to secure the euro’s place in the international monetary system, the 

Council, on a proposal from the Commission, shall adopt a decision establishing 

common positions on matters of particular interest for economic and monetary union 

within the competent international financial institutions and conferences. The Council 

shall act after consulting the European Central Bank. 

2. The Council, on a proposal from the Commission, may adopt appropriate 

measures to ensure unified representation within the international financial 

institutions and conferences. The Council shall act after consulting the European 

Central Bank. 

3. For the measures referred to in paragraphs 1 and 2, only members of the Council 

representing Member States whose currency is the euro shall take part in the vote. 

A qualified majority of the said members shall be defined in accordance with Article 

238(3)(a). 

  

                                                
63

 Ahearne and Eichengreen, n 9, 162 and Bini Smaghi, n 12 argue that the IMF would be the best starting point 

for consolidating Europe’s representation into a single chair as the European preferences are relatively 

homogenous in this institution. Smits, n 12, 34 disagrees. 
64

 Smits, n 12, 4; J.-C. Piris, The Lisbon Treaty: A Legal and Political Analysis (Cambridge University Press 

2010), 306.  Article 111(4) TEC stipulated: ‘Subject to paragraph 1, the Council, acting by a qualified majority on 

a proposal from the Commission and after consulting the ECB, shall decide on the position of the Community at 

international level as regards issues of particular relevance to economic and monetary union and on its 

representation, in compliance with the allocation of powers laid down in Articles 99 and 105’ (emphasis added). 
65

 For the other differences between the two provisions, see J.-C. Piris, n 64, at 305-306.  Some of the 

adaptations brought about by Article 138 TFEU were already part of the discussion during the Convention on the 

future of Europe, Final Report of the Working Group VII on external action, para. 13; Final Report on the Working 

Group VI on Economic Governance, CONV 357/02, 21/10/2002, Brussels, WG 17, V.2. 
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Read together, these changes show that the Treaties recognise the differing levels of 

integration within the EU and, therefore, allow for a unified international 

representation of the euro area.66 Article 138 TFEU goes beyond just an 

enhancement of existing coordination mechanisms among all EU Member States 

since it opts for a ‘unified representation’ of the euro area based on ‘common 

positions on matters of particular interest for economic and monetary union’. What is 

more, it places the adoption of common positions and measures for a unified euro 

area representation in IFICs in the hands of the Council, with only the euro area 

Member States having a right to vote and allowing for a decision to be taken with 

qualified majority (Article 138(3)), and not in loose cooperation mechanisms at a 

lower level. 

 

Improving the existing coordination mechanisms would not address the main reason 

currently precluding the EU from reaching a common position in the IMF. This 

reason is that all EU Member States participate in coordination mechanisms, 

although only euro area Member States have pooled their monetary policies and are 

steadily integrating their economic policies.67 Besides, even if internal coordination 

improved, it would still be difficult to present and defend a common EU position 

within the IMF given the dispersal of EU Member States in different constituencies 

together with third countries. 

 

Alternatively, a possible rearrangement of euro area Member States in one or more 

euro area constituenc(y)(ies) in the IMF seems to be in compliance with the letter 

and spirit of Article 138 TFEU. Such a development would create the external 

conditions and the incentive for euro area Member States to comply with their 

obligations under Article 138(1) TFEU with regard to the IMF. In addition, the 

possibility offered by Article 138(2) TFEU would materialise in practice by 

overcoming the current problems of coordination between euro area and non-euro 

area Member States and of mixed constituencies. This also seems to be the view of 

the Commission, which in its ‘Blueprint for a deep and genuine economic and 

monetary union’ issued on 30 November 2012 suggests the creation of euro area 

constituencies as a first step toward a unified euro area representation in the Fund.68 

However, it is submitted that the creation of a single euro area constituency 

containing all or most euro area Member States is preferable to a rearrangement of 

euro area Member States in multiple euro area constituencies. This would allow euro 

area Member States to decide, unencumbered by non-euro area Member States or 

                                                
66

 J.-C. Piris, It is Time for the Euro Area to Develop Further Closer Cooperation Among its Members, Jean 

Monnet Working Paper 05/11, <http://centers.law.nyu.edu/jeanmonnet/papers/11/110501.pdf>.  39. 
67

 See European Council, The President, Towards a Genuine Economic and Monetary Union: Interim Report, 

12/10/2012. Also, European Commission, Communication from the Commission: A blueprint for a deep and 

genuine economic and monetary union. Launching a European Debate, COM(2012) 777 final/2, 30/11/2012. 
68

 European Commission, Communication from the Commission: A blueprint for a deep and genuine economic 

and monetary union. Launching a European Debate, op. cit., 25 and Annex II, 46-48.  
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third states, who will be responsible to conduct the unified representation of the euro 

area in the Fund.69  

 

Eventually, a euro area accession to the IMF succeeding euro area Member States 

there, could be envisaged. Still, this development would require overcoming legal 

concerns regarding, among others, the lack of international legal personality of the 

euro area. It would also require a prior conferral of all the powers necessary to 

represent Member States on all matters addressed in the Fund.70 

 

Contrary to what is the case with the euro area, there are no specific provisions in 

the EU Treaties dedicated to the representation of the entire EU in IFICs, and in 

particular in the IMF.  According to Article 142 TFEU EU Member States only have to 

treat their exchange rate policy as a matter of common interest. This provision does 

not prevent them from negotiating independently on a number of IMF issues, but 

merely rules out the use of currency exchange rates as a beggar-thy-neighbour 

policy. EU Member States that are not members of the euro area are not directly 

dependent upon, or bound by, decisions in the monetary field.71 In this sense, not 

much has changed for non-euro area Member States after the Lisbon Treaty. 

 

Thus, EU law enables the euro area to unify its representation at the IMF. Political 

and economic realities also call for such a development, although the political 

environment internationally and in the EU does not seem conducive to it (yet). A 

single, or at least a number of, euro area constituencies would be in compliance with 

the EU Treaties and would allow the euro area to advance more successfully its 

interests and arguments in the Fund, overcoming the observed fragmentation in its 

external representation.72 For the other EU Member States not much has changed in 

terms of an obligation to have a unified position or representation in the IMF. A single 

euro area membership succeeding to those of its Member States could be envisaged 

in the future. In practice, however, nothing has happened yet and the voice of both 

the EU and the euro area within the IMF still largely depend on the individual 

preferences of Member States and loose coordination mechanisms.73 

 

5. CONCLUSION 

 

The international financial crisis and the European sovereign debt crisis brought to 

light the deficiencies of European economic governance and prompted the 

participation of the IMF in rescue efforts for the weakest economies of EU Member 

                                                
69

 Barents, n 16, 590. On the debate on who should be representing euro area Member States in the Fund, see 

Wouters, Van Kerckhoven and Ramopoulos, n 5. 
70

 See further Wouters, Van Kerckhoven and Ramopoulos, n 5. 
71

 Still, EU Member States will have to uphold their obligations from the exchange-rate agreement (ERM II) 

between them and the euro area to the extent that these Member States participate in ERM II. 
72

 D. Smith, International Financial Regulation: A Role for the Eurozone?, EU Diplomacy Paper 08/2012, at 26. 
73

 Bini Smaghi, n 12, 236. 
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States. The EU has been cooperating with the IMF to provide financial assistance to 

both non-euro area and euro area Member States. This has led to a significant 

deepening as well as rebalancing of the EU-IMF relationship. Ongoing joint EU-IMF 

adjustment programmes in Greece, Ireland and Portugal indicate that the IMF will 

continue to play a non-negligible role in efforts to maintain financial stability in the 

euro area. While strengthening European economic governance arrangements, EU 

and, in particular, euro area stakeholders have drawn important lessons from these 

rescue programmes and the role of the Fund therein. The Commission Guidelines 

for future BoP facilities for non-euro area Member States envisage IMF participation. 

More importantly, the EFSM and the EFSF, as well as their successor, the ESM, 

provide for a role of the IMF in financial assistance packages. These developments 

indicate that the EU envisages a role for the IMF should other financial crises arise in 

Member States. For this reason the EU, or at least the euro area, has an interest in 

becoming more influential in the work and decision-making of the IMF through the 

strengthening of its representation. 

 

At present the EU can only be represented by its Member States in the IMF. The 

dispersal of Member States over different constituencies and their failure to 

coordinate among themselves prevents the EU from pushing its agenda successfully 

in the Fund. However, the coming into force of the Lisbon Treaty offers an 

opportunity, as far as the EU legal framework is concerned, for the euro area to 

strengthen and even unify its representation in the IMF. Article 138 TFEU obliges 

euro area Member States in the Council of the European Union to agree on common 

positions in the IMF whereas it allows for the unification of their representation. At 

the time of writing, though, euro area Member States have not yet attempted to 

capitalise on this opportunity. One wonders why it takes the Commission so long to 

come with a proposal. 
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