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Who decides upon economic
policy in the Eurozone?

The responsibility for budgetary and
economic policy in the Eurozone is
largely in the hands of the member
states. Responsibility for the common
monetary policy was handed over to
the European Central Bank (ECB), how-
ever. As a result, there has been a mon-
etary union, but no economic union as
yet since the Maastricht Treaty.

The budgetary policies of the euro-
area countries are subject to Euro-
pean rules. The members of the
Eurozone must comply with an
agreed set of © fiscal rules that are
designed to keep their budgets in
check and protect against excessive
debt. The European Commission
monitors compliance and can impose
geo Je o ovog
Collective economic policy decisions
are primarily made in the © Euro-
group #1° © ]o gazé-o ajaj o
the Eurozone countries meet. Since
2011, national economic policies have
also been coordinated in the European
Semester. The focus of coordination
here is on budgetary policy, national
structural reforms and the avoid-
ance of excessive macroeconomic
imbalances. Eurozone countries can
theoretically be sanctioned for not

“Do we need something like an economic government
[for the Eurozone]? I am quite in favour of this.
A European finance minister? In principle, I also agree
with this. [...] If there is a common legal foundation,
I can also imagine many other things.”

Angela Merkel, German Chancellor

in an interview with Die Zeit on 6 July 2017

complying with the rules. In practice,
however, threats of punishment have
proven to be toothless.

A majority of Europeans support the
euro, but many do not accept the
way the EU handles economic issues.
According to a Eurobarometer survey
in April 2017, almost three-quarters of
the Eurozone population support the
common currency. At the same time,
many have doubted since the crisis
that the euro can achieve its original
stability and growth promises. A sur-
vey published by the Pew Research
Centre in June 2017 showed that over
half of the surveyed EU citizens are
iz 1 893 #1 1 °-6e06el-
management in Europe. The approval

6A 728&) « °z-I]fatdngs in Greece, Italy and France

are especially low.
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Fiscal rules

A package of European
rules that sets the maxi-
mum levels for new debt
and accumulated debt
in Eurozone countries.
The package includes
the Stability and Growth
Pact as well as the Fiscal
Compact and the two
legislative initiatives Six-
Pack and Two-Pack, which
further strengthened
the original rules during
the crisis.

Eurogroup

The finance ministers of
the Eurozone countries
discuss questions related
to the common currency
here. Their most important
task is to ensure close
coordination of economic
policy in the euro area.
Despite its informal
character, the group
made essentially all the
important decisions on
crisis management and on
the rescue of individual

countries during the crisis.

“I have an ‘impossibility theorem’ for the global
economy that is like that. It says that democracy,

national sovereignty and global economic
integration are mutually incompatible: we can
combine any two of the three, but never have all
three simultaneously and in full.”

Dani Rodrik, Economist at Harvard University
in his weblog on 27 June 2007
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