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“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

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 
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Collective economic policy decisions 
are primarily made in the  Euro-

group �#�Ì�º���º�����Ì�º���8�ê�ž�ê��º���è�Ï�ê�Ï�����º�������ó�Ä��
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 macro economic 

imbalances. Eurozone countries can 

theoretically be sanctioned for not 

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 

�³�Ï�����ž���Ï���8�º�³���#�Ï���Ì���º��ó�ê�ó�è�Ï������ó�á�Ï��)��
management in Europe. The approval 

ratings in Greece, Italy and France 

are especially low.

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.

“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



!"#$%&'(&$)%$*#+(,)$-%&($)./#$)%'/01$2($2/#)$/$

34'5()$6%&$).($74&%8%#(1$9/,,('$30$/$74&%8%#($

9/&:*/-(#)$/#'$*-9:(-(#)('$30$/#$(;%#%-*;,$

and finance minister for the Eurozone.”

!""#$%&'()#*+,$-(.+&/01&$2(,3(24&(5&6%7'0*(,3(8+#$*&
!"#$!%#&'&()!*"#+,*-,.//&#01"#2.,($&34#5678

!"#$%&'()*($%+,

9$!%#,&:&,%#)*#)$&#%$.,!"-#

*:#'!.;!'!)<#,!%=%#*,#;>,?&"%#

./*"-#1>,*@*"&#(*>"),!&%A#

:*,#&B./+'&#!"#)$&#.,&.#*:#

public finance. Risks can be 

%$.,&?#!"?!,&()'<#)$,*>-$#

)$&#(.+!).'#/.,=&)%#*,#1CD#

+*'!(<#."?#)$&#+,!(&%#:*,##

-*E&,"/&")#;*"?%#*,#

?!,&()'<#)$,*>-$#+.</&")%#

between countries.

-)./#%0)12(30#1+4

F#+,*E!%!*"#!"#)$&#1>,*+&."#

9,&.)!&%#)$.)#,>'&%#*>)#."<#

'!.;!'!)<#*:#)$&#1G#."?#.''#

/&/;&,#%).)&%#:*,#)$&#?&;)%#

of individual EU countries. 

9$&#,>'&#H.%#(,&.)&?#!"#

*,?&,#)*#/*)!E.)&#&>,*I.,&.#

(*>"),!&%#)*#%$*H#;>?-&).,<#

discipline. They should not 

$.,;*>,#$*+&%#)$.)#)$&<#

H*>'?#,&(&!E&#;.(=!"-#'.)&,#

!"#)$&#&E&")#*:#!/+,>?&")#

fiscal policy.

5)4+(2"4(61$)7)&4(+1**4$(
*$)8(#(0#3,()*(948)3$#3:;
!"#$%&'()*'+#$,$,-'.'/*0'12'$%(*#/1 3
4*%-'5.#($.667'+1%(#.8$+(1#7',1"#+*,'
12'6*&$($9.+7'*9*#&*8'$%'()*':"#1 3
;1%*< Before the crisis, policy for the 

euro was mainly legitimised through 

the member-state governments. The 

changes to the euro area’s architecture 

during the crisis mean that this is no 

longer adequate as a democratic basis.
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,$1%39.>$%&'."()1#$(7<  In the crisis, 

many collective decisions were made 

and new institutions created, going 

far beyond the loose pre-crisis coor-

dination. This includes the European 

Stability Mechanism (ESM), whose 

reform programmes entail deep 

����������Ä�ó�������Ì�º���ž�5�º����º�³������Ï���Ï������ó���ê�����Ï�º���P��
What’s more, the rules for handling 

ailing banks or the strengthening of 

budgetary controls through the Fiscal 

Compact have further reduced the 

autonomy of Eurozone countries.

?*+1%8-'5.#6$.9*%(,'#*9.$%'6.#&*67'
6*2('1"('12'()*'5#1+*,,<' Without direct 

control by the European Parliament, 

for example, the Troika consisting  

of representatives from the European 

Commission, the ECB and the Inter-

national Monetary Fund reached 

decisions with far-reaching conse-

quences in crisis countries. 
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:"#1;1%*<  The ECB played a key role 

here: By buying government bonds 

and coming from the signal given by 

its president, Mario Draghi, that it 

would do “whatever it takes” to save 

the euro, the ECB defused the crisis 

in individual countries. Furthermore, 

���Ì�º���"�q�Q���º�5�º����Ï�"�º�á�)���è�º�ž�ê�������Ì�º���º�ê�³�� 

of the (&)./#%0)12(30#1+4 in the Euro-

zone: A member state can now be 

helped with direct payments that are 

provided or guaranteed by other euro- 

area countries. 
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Although additional steps towards 

integration and the EU Treaty amend-

ments required to achieve this are 

�³�Ï�6����á���J�����Ì�º����ó�ê�³�Ï���Ï�ó�ê�����Ä�ó�����Ï�ê�����Ï����-

tional reforms in the euro area after 

the latest national elections are prob-

ably better than they have been for a 

long time.
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59 percent of Europeans support the euro, which is the highest level since autumn 2009. In the 
Eurozone, approval of the common currency is even higher at 72 percent.

Source: Eurobarometer, April 2017.

Since 2010, Eurozone countries with payment difficulties have received loans from the European 
Stability Mechanism (ESM) and its predecessor, the EFSF. Ireland, Portugal, Spain and Cyprus 
have left the ESM in the meantime. Only Greece still has an ongoing programme – now the third.

Source: ESM.
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